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GOVERKMEJST  CONTROL  OF  MEAT-PACKING  INDUSTRY. 


Committee  on  Ikterstatb  and  Foreign  Combierce, 

House  of  Representatives, 
Tuesday^  January  SI,  1919. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Thetus  W.  Sims 
(chairman)  presiding. 

The  Chairman.  Mr.  Armour,  you  may  proceed  in  your  own  way 
and  make  your  initial  statement  or  your  statement  in  chief,  and  I 
hope  you  will  not  be  interrupted  until  you  have  announced  yourself 
ready  to  answer  any  interrogatories  that  the  members  of  the  com- 
mittee may  think  proper  to  ask  you. 

STATEHENT  OF  ME.  J.  OODEN  AEMOTJE,  ON  BEHALF  OF  ABMOTTB 

&  CO.,  CHICAOO,  ILL. 

Mr.  Armour.  Mr.  Chairman^  I  have  prepared  a  statement,  which 
is  a  history  of  the  packing  business,  and  which  I  would  like  to  read. 

The  Chairman,   i  ou  may  proceed  in  your  own  way. 

Mr.  Armour.  Mr.  Chairman  and  gentlemen  of  the  committee,, 
before  I  enter  into  a  discussion  of  the  various  provisions  of  the  pend- 
ing bill,  now  under  investigation  by  this  committee,  and  before  I 
give  you  my  views  with  reference  to  the  specific  matters  referred  to 
by  the  Federal  Trade  Commission  or  by  Mr.  Colver,  its  chairman,  I 
want  to  make  a  brief  preliminary  statement. 

The  questions  now  on  hearing  are  of  nation-wide — ^yes,  world- 
wide— importance  and  significance — ^They  divide  themselves  pri- 
marily into  two  parts — ^first,  are  Armour  &  Co.  a  party,  directly  or 
indirectly,  in  any  way  or  form,  to  a  combination,  or  a  conspiracy, 
or  any  kind  of  an  arrangement  that  violates  the  law  or  the  ethics  or 
business ;  and,  second,  what  is  the  cause  of  the  high  price  of  meat  ? 

On  the  first  question,  I  desire  to  say  with  all  of  the  emphasis  that 
words  can  convey  that  Armour  &  Co.  are  not  now  and  have  not  been 
for  many  years  a  party,  in  the  most  remote  degree,  to  any  pool, 
arrangement,  agreement,  or  combination  of  any  kind  whatever  for 
the  control,  regulation,  or  limitation,  or  restriction  of  the  purchase 
of  live  stock  or  the  sale  of  the  products  or  by-products  thereof.  Any 
and  every  statement  which  charges  that  such  a  combination  or  ar- 
rangement exists  is  untrue.  There  is  not  and  has  not  for  many  years 
been  any  arrangement,  any  agreement,  or  any  understanding  or 
action  or  conduct  of  any  kind  whatever  which  in  any  possible  way 
supports  these  charges.  Armour  &  Co.  are  in  no  understanding,  are 
in  no  agreement — express  or  implied — with  any  other  packer  or 
with  any  other  person  or  company  which  has  for  its  purpose  or  has 
the  effect  of  limiting  the  amount  or  kind  of  live  stock  purchased  or 
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to  be  purchased,  or  fixing  the  price  or  prices  to  be  paid  therefor,  or 
airanging  a  division  of  territory,  or  controlling  or  regulating  or 
fixing  in  the  most  remote  degree  the  manner,  the  method,  or  price 
or  pnces  at  which  any  or  all  of  the  commodities  dealt  in  by  Armour 
&  Co.  are  purchased,  handled,  distributed,  or  sold. 

I  skiil  go  into  more  detail  in  the  statement  that  follows  on  the 
questions  that  I  have  lust  referred  to.  .  In  this  connection,  I  want  to 
say  that  at  no.  time  and  under  no  circumstances  have  Armour  &  Co.  or 
any  of  their  representatives  been  given  the  opportunity  or  the  chance 
or  even  the  privilege  of  either  answering  or  explaining,  under  oath 
or  not  under  oath,  any  of  the  charges  or  matters  to  which  I  have  just 
made  reference.  This  is  the  first  chance  I  have  been  given  and  I 
am  glad  to  have  the  opportunity  and  exercise  the  right  of  an  Amer- 
ican citizen  to  explain  to  you  and  through  you  to  the  American  peo- 
ple the  real  and  the  true  facts. 

Let  me  add  here  that  in  the  investigation  made  by  the  Federal 
Trade  Commission,  and  which  has  resulted  in  the  pending  bills,  it 
has  been  admitted  by  Chairman  Colver  that  we  were  af^rded  no 
opportunity  to  produce  witnesses,  to  introduce  testimony,  to  examine 
or  cross-examine  the  witnesses  called  by  the  commission,  or  to  ex- 

Slain  or  answer  any  of  the  letters  or  documents  which  were  intro- 
uced  at  that  hearmg,  or  any  of  the  innuendoes  or  charges  based 
thereon.  It  has  been  admitted  that  that  hearing  was  entirely  ex 
parte,  and  to  that  extent  I  feel  justified  in  saying,  and  I  do  say, 
without  any  desire  to  criticize  the  Federal  Trade  Commission  or 
any  of  its  members,  that  that  method  of  procedure  has  worked 
very  serious  injury  to  our  industry,  n/)t  only  in  this  country  but  also 
in  foreign  countries,  and  I  think  hus  l)een  most  unfair  and  unjust 
to  us.  Let  me  l>e  clearly  undei-stocMl :  I  do  not  question  the  honesty 
of  the  Federal  Trade  Connnission,  but  I  leave  it  to  the  committee  tJ) 
say,,  after  I  have  been  heard  in  full,  whether  the  course  pursued 
has  resulted  in  the  ascertainment  of  the  real  truth  and  whether  the 
method  has  not  done  grave  injustice  to  Armour  &  Co.  and  to  the 
industry  in  general. 

I  think  that  many  of  your  committee  are  experienced  and  able 
lawyei's.  It  hardly  oecomes  a  layman  to  say  to  such  of  you  as  are 
lawyers  that  anybody,  no  matter  how  honest,  can  be  convicted  of 
any  offense  if  colored,  ex  parte,  and  unexamined  hearsay  evidence  is 
permitted  to  go  unchallenged  and  unexplained.  One  need  but  read 
at  random  any  page  of  the  voluminous  record  of  the  commissioner's 
investigations  and  he  will  be  immediately  confronted  with  the  dem- 
onstration that  evidence  of  that  kind  does  not  justify  even  a  pre- 
sumption that  there  has  been  a  violation  of  the  law. 

WHY  PRICES  ARE  IIIOH. 

The  seoond  question  is  one  that  concerns  all  of  the  iMJople,  because 
they  all  consume  packing-house  products — ^Why  is  the  price  of  meat 
andf  other  products  of  the  packing  house  at  present  levels? 

Bacon  to-day  costs  you  something  like  70  cents  a  pound  and  you 
bought  it  four  years  a^o  for  25  or  30.  What  has  caused  that  increase, 
is  the  principal  question  back  of  this  proposed  legislation.  I  believe 
that  if  that  question  be  answered  to  the  satisfaction  of  the  public 
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there  will  be  no  call  for  such  drastic  measures  as  the  pending  bill 
provides.  I  am  ^oing  to  tell  you  as  briefly  as  I  can  just  why  bacon 
costs  you  so  mu(^  more  to-day  than  it  did  before  the  war. 

In  1915  our  company  paid  for  live  hogs  on  the  Chicago  market 
an  average  price  of  $7.10  per  himdred  pounds.  In  1916  the  average 
was  $9.60.  In  1917  it  went  to  $15.10,  and  in  1918  it  was  $17.45  per 
hundred  live  weight.    It  is  the  same  and  even  higher  now. 

The  increased  price  of  the  live  hog  in  1918  figures  245  per  cent 
of  the  price  paid  in  1915. 

But  that  increase  is  not  the  sole  reason  for  high-priced  bacon. 
Hogs  dressed  on  the  average  about  70  per  cent.  That  is,  70  per 
cent  is  pork  and  the  remainder  by-product  material.  This  latter  did 
not  increase  in  value  as  rapidly  as  did  the  live  animal,  and  so  the 
meat  portion  pf  the  animal — ^that  is,  the  70  per  cent — ^had  to  carry 
nearly  the  whole  burden  of  the  increased  price  of  the  live  animat 
But  even  this  does  not  cover  all  the  reasons  for  increased  prices. 
The  cost  of  labor  and  clerical  help  doubled  during  the  period  in 
question,  and  the  same  holds  true  for  fuel.  In  fact,  every  item  enter- 
ing into  the  cost  of  a  pound,  of  bacon  greatly  increased  and  aug- 
mented that  245  per  cent  increase  causea  by  the  mounting  price  of 
the  live  hog. 

And  that,  gentlemen,  is  why  bacon  to-day  costs  something  like 
three  times  what  it  did  four  years  ago.  What  is  true  of  bacon  is  true 
of  other  meat  foods.  The  price  or  live  cattle  increased  proportion- 
ately during  the  period  in  question  and  so  did  the  price  of  sheep. 
To  show  you  the  effect  upon  ou?  profits  of  the  high  prices  prevailing 
now,  I  will  read  to  you  my  report  which  accompanied  our  annual 
financial  statement  just  issued  on  January  15.    It  reads  as  follows: 

Record  higb  prices  for  meat  produced  record  low  profits  for  tlie  fiscal  year 
1918.  Though  the  volume  of  business  represented  a  tremendous  increase  over 
1917  (approximately  50  per  cent),  the  abnormally  high  prices  of  all  commodities 
we  used,  and  conseciuently  of  the  products  we  sold,  so  impaired  commercial  con- 
ditions that  our  profit  margins  were  reduced  almost  to  the  vanishing  point 
Labor  costs,  taxes,  and  other  outlays  were  so  heavy  that  in  the  year  of  our 
greatest  commercial  activity  our  profits  were  less,  per  dollar  of  sales,  than  at 
any  time  in  our  history. 

Our  gross  volume  of  sales  in  this  country,  both  domestic  and  for  export,  was 
$861,000,000,  compared  with  $575,000,000  in  1917.  In  spite  of  this  increase  our 
net  profit  was  but  1.8  cents  on  each  dollar  of  sales,  as  compared  with  3.7  cents 
In  1917.  Our  net  income  for  the  period  (fifty-three  weeks)  was  $15,247,837153, 
at  the  rate  of  0  per  cent  on  our  average  net  capital  invested  and  14.7  per  cent  on 
our  common  stock  (after  provisions  for  dividends  on  preferred).  Two  million 
dollars,  or  only  2  per  cent,  has  been  paid  out  in  dividends  on  the  common  stock, 
we  being  compelled  to  reinvest  the  balance,  over  $13,000,000,  in  the  business  to 
meet  the  ever  increasing  demand  for  additional  facilities;  this  in  addition  to 
the  $60,000,000  which  we  borrowed  on  our  convertible  debentures. 

Oar  profit  account  shows  that  we,  along  with  the  consumer,  have  suffered 
because  of  high  prices.  Our  business  is  predicated  on  a  rapid  turnover  of  a 
big  tonnage  at  a  small  margin  of  profit,  and  high  prices  are  not  conducive  to 
quick  turnover.  We  are  helpless  In  the  matter  of  reducing  prices.  They  are 
high  because  of  the  heights  to  which  live  stock  and  labor  have  gone.  Our 
labor  costs  last  year  were  $20,000,000  more  than  the  preceding  year.  The  same 
number  of  pounds  of  live  stock  cost  us  in  1918  $100,000,000  more  than  in  1917. 
The  United  States  Government,  through  the  agency  of  the  Food  Administra- 
tion, compels  us  to  pay  a  minimum  of  $17.50  per  hundred  pounds,  live  weight, 
for  hogs,  which  can  not,  at  that  figure,  produce  cheap  bacon,  pork,  and  other 
hog  products ;  and  cattle  at  $16  or  more  per  hundred  pounds  on  the  hoof  can 
not  produce  cheap  beef.  Stock  raiaers  assert  that  such  prices  are  necessary  to 
pay  them  for  the  Increased  cost  of  production,  and  we  realize  the  need  for 
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prices  which  i?iiU  encourage  continued  aKriculturnl  effort.  While  the  extraor- 
dinary demand  from  Europe  continues  there  is  little  proKi>ect  of  lower  prices. 

The  United  States  Government,  through  the  Food  Administration,  formu- 
lated on  November  1,  1917,  reprulations  limiting  our  profits  In  a  more  drastic 
manner  than  was  prescribotl  for  any  other  Industry.  Thus,  our  profits  were 
limited  to  21}  per  cent  on  our  volume  and  9  per  cent  per  annum  on  the  capital 
invested  in  the  meat-producing  lines.  We  were  able  to  earn  only  a  very  small 
fraction  of  the  amount  allowed  on  volume,  and  only  about  one-half  of  the 
authorissed  return  on  invested  capital. 

We  are  more  than  recompensed  for  the  greatly  lessened  profits  by  the  satis- 
faction which  comes  from  the  knowledge  that  our  company  was  a  factor  in 
winning  the  war.  Our  ability  to  meet  the  tremendous  food  demands  of  the 
fighting  millions  in  Europe,  an  ability  made  possible  only  by  the  magnitude, 
the  scope,  and  the  efflciency  of  our  organization,  was  of  Inestlnuible  value  to  the 
United  States  and  to  the  allies. 

During  the  year  we  delivered  to  our  Government  and  to  its  European 
associates  food  products  of  a  value  of  $241,000,000  from  our  plants  In  this 
country  alone.  We  sent  forth  thousands  of  tons  of  food  tind  got  back  a  mini- 
mum of  complaint  and  not  a  word  of  criticism  ns  to  the  efllciency  of  our 
service. 

Our  more  than  00,000  employees  are  entitled  to  a  large  measure  of  credit 
for  the  accomplishments  of  the  year,  for  without  their  loyalty  and  ungrudging 
cooperation  It  would  have  been  impossible  to  have  delivered  the  food  which 
meant  victory. 

To  meet  war  requirements  we  had  to  greatly  increase  our  InTestments. 
This  increase  in  1918  amounted  to  approximately  $90,000,000,  of  which  $20,- 
000,000  was  for  additional  plant  facilities  and  capital  assets  and  $70,000,000 
in  increased  inventories  and  outstanding  accounts.  To  finance  this  expansion 
the  company  in  June  sold  $60,000,000  of  6  per  cent  debentures,  maturing  one- 
sixth  each  year,  1919  to  1924,  inclusive,  and  convertible  into  the  company's 
new  7  per  cent  preferred  stock,  thus  olTering  to  the  public  an  opportunity  to 
participate  In  the  management  and  profits  of  our  business.  Approximately 
$7,000,000  of  debentures  have  already  been  converted,  and  some  2,400  additional 
persons  have  thus  liecome  preferred  stockholders  in  Armour  &  Co. 

It  has  been  necessary  for  our  foreign  corporations  to  retain  all  of  their 
own  earnings  In  order  to  assist  in  financing  their  own  development. 

Despite  the  handicaps  of  the  year — traffic  congestion,  fuel  and  labor  short- 
age, scarcity  of  coal,  tin,  and  other  supplementary  supplies,  and  the  difficulties 
incident  to  abnormnl  forcing  of  the  capacity  of  our  planU — our  company  retains 
its  effectiveness  and  c*omplete  ability  to  perform  Its  economic  and  industrial 
functions.  It  Is  of  the  greatest  importance  to  the  producers  and  the  con- 
sumers of  this  Nation  that  we  exist  as  a  marketing  machine.  The  wealth  of 
the  soil  is  valueli>sa  until  It  Is  taken  to  the  consumer  in  shape  for  use,  and  our 
company  Is  a  nia<*hlne  for  the  development  of  markets.  In  a  country  as  vast 
as  ours  national  distribution  and  market  development  Is  essential,  and  only  a 
national  organization  c*an  efficiently  do  the  work.  As  our  country  grows 
our.  ("omimny  will  have  to  expand,  for  only  by  so  doing  can  we  adequately 
meet  the  purjoso  and  ne<»essitles  for  which  we  exist. 

During  the  past  year  we  have  operated  under  the  rules'  and  regulations 
prestTllKHl  by  the  UnltiHl  States  FckmI  Administration,  and  we  hove  faithfully 
met  their  every  requirement 

NATIRK  OF  PENDING  BIIX. 

Since  I  left  coUe^  ut  the  age  of  19,  I  have  been  t-onnected  with 
Armour  &  Co.,  and  my  life's  work  has  had  to  do  with  the  problems 
incident  to  the  feeding  of  the  Nation.  I  make  this  prediction:  The 
legislation  now  proposed  can  not  work  to  the  interei>t  of  the  pro- 
ducer'except  at  the  expense  of  the  consumer;  it  can  not  cripple  the 
meat-packing  industry'  and  fail  to  make  the  general  public  suffer. 

I  interpret  this  bill  as  an  effort  to  dissolve  an  alleged  monopoly 
and  to  decentralize  the  meat-packing  industry.  It  seems  to  be  con- 
structed in  the  belief  that  a  crrent  number  of  small  units  engaged  in 
the  purveying  of  fowl  is  preferable  to  a  few  which  arc  organized  on 
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a  national  scale.  It  is  charged  that  if  the  present  movement  in  the 
food  industry  continues,  it  will  mean  the  elimination  of  certain  com- 
peting factors  now  existing. 

I  say  to  you  that  to  condemn  the  railroad  for  putting  the  stage 
coach  out  of  business  is  as  i-easonably  as  any  condemnation  of  the 
packing  industry  for  the  progress  it  has  made  in  solving  the  scien- 
tific problems  involved  in  moving  food  from  the  farm  to  the  ti|,ble. 

Unity  of  purpose  is  the  demand  of  the  world  to-day.  We  have 
witnessed  the  merger  of  practically  every  civilized  nation  for  the  ac- 
complishment of  a  task  which,  separately,  they  could  not  have  ac- 
complished. We  have  seen  possible  defeat  turned  into  glorious  vic- 
tory by  the  centralization  of  military  command  after  the  utter  fail- 
ure of  the  representatives  of  that  school  of  thought  which  fears  to 
create  power  lest  it  be  abused. 

William  G.  McAdoo  gave  expert  opinion  on  the  matter  of  com- 
merciaJ  or  industrial  power  when  he  stated  to  Congress  recently: 

I  am  frank  to  say  that  I  do  not  believe  that  these  important  reforms  can 
possibly  be  accomplished  if  we  are  to  have  in  the  future  several  hundred  dif- 
ferent railroad  companies,  as  we  have  had  in  the  past. 

The  great  organizations  which  exist  in  the  meat-packing  indus- 
try illustrate  the  kind  of  unity  which  economists  agree  produce  the 
greatest  efficiency  of  service. 

It  is  said  that  our  size  and  power  makes  it  difficult  for  others  to 
enter  competition.  To  a  certain  extent  that  is  a  fact,  because  it  is 
difficult  to  duplicate  in  a  day  anything  which  has  been  half  a  cen- 
tury in  the  making.  Our  country  was  not  built  in  a  day  and  no 
possible  kind  of  a  conspiracy  could  have  conjured  it  up ;  neither  was 
Annour  &  Co.  the  result  of  anything  other  than  industry  and  pains- 
taking and,  if  I  may  say  it,  intelligently  directed  eflPorts  to  improve 
and  expand  through  rendering  better  and  cheaper  service. 

HOW  ARMOUR  A  00.  GREW. 

Great  size  in  itself  does  not  cause  efficiency,  but  great  efficiency 
eventually  runs  to  size. 

I  assume  that  you  want  to  know  just  how  there  came  to  be  such 
large  organizations  as  are  being  considered  here,  and  I  am  going  to 

five  you  enough  of  the  financial  historj^  of  Armour  &  Co.  to  show 
ow  the  size  of  the  firm  is  the  result  of  honest  and  logical  growth 
and  an  ability  to  render  the  best  and  most  economical  service. 

The  present-day  Armour  &  Co.  dates  from  1867,  but  it  had  its 
real  inception  in  1863  when  my  father,  Philip  D.  Armour,  became  the 
junior  partner  in  the  little  Milwaukee  packing  firm  of  Plankinton 
&  Layton,  the  name  of  which  automatically  changed  to  Plankinton 
&  Armour. 

The  packing  business  then  was  far  from  being  what  it  is  to-day. 
Plankinton  &  Armour  were  essentially  pork  packers  or,  more  liter- 
ally, pork  curers  and  packers.  There  was  no  refrigeration  in  those 
days  and  the  packers  did  not  handle  fresh  meat  except  in  a  limited 
and  local  way  during  the  winter  months.  Curing  and  packing  were 
winter  jobs  only,  and  the  distributing  of  the  cured  pork  was  attended 
to  after  warm  weather  had  made  additional  slaughtering  and  curing 
impracticable. 
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The  Chicago  firm  of  Armour  A  Co.  was  at  first  subsidiary  to 
Plankinton  &  Armour^  but  it  was  not  long  before  the  tail  began  wag- 

ting  the  dog,  and  in  1868  it  represented  a  capital  investment  of 
160,000.  From  the  very  first  it  was  the  policy  of  Armour  &  Co. 
to  skimp  on  dividends  in  order  that  the  greater  part  of  the  profits 
could  be  reinvested  in  the  business. 

FROFTTS  REINVISSTBD. 

The  policy  of  reinvestment  has  been  carried  out  so  consistently  in 
the  succeedmg  years  that  87.90  per  cent  of  the  total  earnings  have 
been  reinvested  in  the  business  and  only  12.10  per  cent  has  been 
drawn  out  for  the  personal  and  private  use  of  the  owners. 

The  ethics  of  thus  reinvesting  a  large  portion  of  eamines  have 
come  in  for  considerable'discussion  and  the  theory  has  been  advanced 
by  some  that  the  capitalization  of  profits  is  improper  and  calculated 
to  conceal  true  earnings.  I  can  not  see  how  any  reasonable  and 
far-sighted  person  can  entertain  such  a  belief.  The  great  mer- 
chants of  all  a^es  were  for  the  most  part  men  who  start^  out  with 
their  total  capital  represented  by  tne  merchandise  pack  on  their 
backs.  They  sold  to  advantage  and  reinvested  their  profits  in  more 
merchandise  and  gradually  built  up  their  business  until  they  could 
afford  stores.  The  buildinff-up  process  did  not  stop  there,  and  some 
of  the  gi*eat  mercantile  establishments  of  the  world  to-day  are  monu- 
ments to  the  practice  of  the  reinvestment  of  earnings. 

If  it  is  wrong  to  reinvest  profits,  it  is  wrong  to  buy  war-savinm 
stamps  with  the  interest  from  liberty  bonds;  it  is  wrong  for  the 
Bible  to  hold  up  as  an  example  the  servant  who  traded  so  skillfully 
with  the  5  talents  given  him  by  his  master  that  he  turned  them  into 
10  talents. 

TH£  FIRST  BRANCHES. 

In  1869  Simeon  B.  Armour,  a  brother  of  Philip  D.  Armour,  began 
cattle-killing  operations  at  Kansas  Cit^  under  the  firm  name  of  Plank- 
inton &  Armour.  Most  of  the  cattle  killed  by  the  Kansas  City  branch 
of  the  firm  were  pickled.  This  Kansas  City  institution  developed 
under  tlie  guidance  of  mv  father's  brothei-s,  and  in  1883  became 
Armour  Packing  Co.,  which  nierffed  with  Armour  &  Co.  in  1900. 

The  packing  business  was  still  largely  a  pickling  business  up  to  this 
time,  despite  the  fact  that  the  refrigerator  car  had  been  invented  in 
1868  and  given  a  trj-  out  in  1869,  when  dressed  l)eef  was  shipped  to 
Boston  during  the  winter  months  following  the  first  consolidation  of 
a  through-line  railway  from  Chicago  to  the  Atlantic  coast. 

In  1872  Armour  &  Co.  moved  their  Chicago  plant  into  the  Union 
Stock  Yards,  which  had  grown  rapidly  after  their  establishment  in 
186.5,  and  in  1874  my  father  built  the  first  large  chill  room  in  the 
world.  Armour  &  Co.  had  grown  to  such  proportions  in  1875  that 
mv  father  moved  to  Chicago  to  take  personal  charge  of  the  business. 
With  him  came  Micliael  Cudahy,  superintendent  or  the  Plankinton  & 
Armour  plant  at  Milwaukee,  to  act  as  superintendent  of  the  Chicago 
plant.  It  is  of  interest  to  note  that  Mr.  Cudahy  became  a  partner  in 
Armour  &  Co.  in  1877  and  remained  in  the  firm  until  1890,  when  he 
secured  possession  of  a  plant  at  Omaha  and  founded  and  began  opera* 
tions  under  the  name  of  Cudahy  Packing  Co. 
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REFRIOBRATOR  CARS  OPEN  NEW  FIELDS. 

Several  noteworthy  events  in  the  industry  took  place  at  this  time. 
Probably  the  most  important  was  the  utilization  by  the  Armour  Pack* 
ing  Co.  of  the  newly  invented  refrigerator  cars  for  the  systematic 
marketing  of  fresh  beef.  My  father  saw  very  clearly  that  the  refrig- 
erator car  was  the  "  open  sesame  "  to  a  business  of  tremendous  propor- 
tions, that  it  linked  the  meat-producing  sections  of  the  great  West  to 
the  more  densely  populated  and  heavy  meat-consuming  centers  in  the 
East 

Up  to  this  time  there  was  no  such  thing  as  an  adequate  fresh-beef 
supply  in  the  East,  and  such  western  beef  as  got  there  went  alive  in 
stocK.  cars.  Moving  cattle  from  the  prairies  where  production  costs 
were  low  to  the  eastern  centers  of  consumption,  where  grazing  lands 
did  not  exist,  entailed  transportation  which  was  both  poor  ana  costly. 
A  1,000-pound  steer  so  transported  represented  550  pounds  of  dressed 
meat  and  450  pounds  of  what  was  then  practically  all  waste,  but 
which  figured  in  the  transportation  charges  for  all  that.  The  refrig- 
erator car  offered  a  way  to  get  beef  from  the  West  to  the  East  even  m 
summertime,  and  Armour  &  Co.  set  out  to  take  advantage  of  that 
fact. 

A  sna^  was  encountered  at  the  very  outset.  The  railroads  did  not 
lake  kindly  to  the  suggestion  that  they  build  refrigerator  cars  for  the 
transportation  of  fresh  meat.  Whether  it  was  because  they  feared  a 
loss  of  revenue  as  a  result  of  a  diminution  of  the  traffic  in  live  ani- 
mals between  the  ranges  of  the  West  and  the  cities  of  the  East,  or 
whether  it  was  merely  reticence  about  trying  out  a  new-fangled 
idea,  at  any  rate  they  refused  to  add  refrigerator  cars  to  their  equip- 
ment. 

No  amount  of  reasoning  or  pleading  moved  them,  and  eventually 
Armour  &  Co.  were  compelled  to  build  their  own  fleet  of  refrigerator 
cars- 
Business  expanded  rapidly  with  the  invention  of  the  refrigerator 
car,  due  to  the  novel  opportunitv  of  eating  fresh  meat  in  what  was 
then  considered  the  ^  off  season.'' 

BY-PKODUCTS    UTIUZATION. 

During  the  decade  from  1880  to  1890  Armour  &  Co.  continued  to 
expand  rapidly  as  new  methods  of  endeavor  opened  up.  It  was 
during  this  period  that  the  utilization  of  by-products  began,  and 
the  development  of  that  part  of  our  business,  more  than  any  other 
factor,  accounts  for  our  being  engaged  in  so  many  industries  which 
at  first  glance  seem  imrelated  to  meat  packing. 

In  1880  the  firm  found  a  satisfactory  outlet  for  beef  suet  by  be- 
ginning the  manufacture  of  oleomargarine.  Two  years  later  meth- 
ods were  found  for  using  blood,  bones,  and  meat  scrap.  In  1884 
the  firm  engaged  in  the  glue  business  so  as  to  have  an  outlet  for  great 

?uantities  of  animal  material  that  in  the  past  had  been  wasted.  The 
oUowing  year  the  firm  was  able  to  put  a  high-grade  pepsin  and  a 
beef  extract  on  the  market,  and  in  the  years  that  followed  ways  and 
means  were  found  to  utilize  everything  in  or  on  a  meat  animal. 

I  assimie  that  you  know  the  economic  aspects  of  this  by-product 
development — ^how  it  has  enabled  the  producer  to  get  more  for  his 
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meat  animal  and  the  consumer  to  pay  less,  proportionately,  for  his 
meat.  The  big  packers  are  to  be  credited  with  this  development,  for 
without  their  Quantity  production  the  by-products  industry  could 
nat  have  been  aeveloped.  For  example,  5,000  steers  must  be  killed 
before  we  can  produce  1  pound  of  posterior  pituitary  substance  from 
which  is  made  a  pituitary  liquid,  a  drug  valuable  in  preventing  shock 
after  a  wound  is  sustained.  Needless  to  say,  small  packers  could 
not  produce  many  pounds  of  pituitary  liquiH,  because  by  the  time 
they  have  killed  any  considerajble  number  of  animals  the  pituitary 
glands  from  the  first  animals  killed  have  ceased  to  be  usable. 

From  1890  to  1900  the  firm  continued  growing  and  expanding.  We 
entered  into  the  manufacture  of  dry  sausage,  largely  for  export,  in 
order  to  better  utilize  coarser  cuts  of  meat,  which,  while  perfectly 
good  and  wholesome  in  every  way^id  not  lend  themselves  to  sale 
to  best  advantage  on  the  market.  We  went  into  the  fertilizer  busi- 
ness primarily  to  utilize  the  great  quantity  of  packing-house  waste. 
A  similar  reason  caused  us  to  enter  into  the  soap-making  industry. 

Both  of  these  latter  businesses  have  long  since  ceased  to  depend 
upon  packing-house  waste  for  raw  material,  but  for  all  that  we  re- 
gard tliom  as  important  phases  of  our  business.  During  this  decade 
the  firm's  total  earnings  were  equal  to  11.70  per  cent  annually  on  the 
invested  capital,  and  71  per  cent  of  the  aggregate  was  reinvested  in 
the  business. 

CAPrrAL  STOCK  NOMINAU 

In  1900  the  corporation  of  Armour  &  Co.  was  formed,  succeeding 
the  partnership  of  Armour  &  Co.,  and  at  this  time  a  merger  was 
effected  with  Armour  Packing  Co.,  Kansas  City,  because  of  the  death 
of  its  head,  Mr.  Kirkland  B.  Armour.  The  capital  stock  of  Armour 
&  Co.,  the  corporation,  was  $20,000,000  and  the  combined  capital 
stock  and  surplus  $33,438,981.41.  As  has  heretofore  been  stated,  from 
the  beginning  of  the  business  in  1867  to  the  present  day  it  has  always 
been  the  policy  of  Annour  &  Co.  to  reinvest  the  most  of  their  profits 
each  year  in  the  business  of  the  company.  .This  is  made  necessary 
by  the  nature  of  the  business  itself.  Notwithtsanding  the  great  part 
of  the  profits  are  put  back  into  the  business,  we  are  and  always  have 
been  very  large  borrowers  of  money. 

During  1808  to  1880  over  80  per  cent  of  the  profits  of  the  firm  was 
put  back  into  the  business  as  eame<l  in  order  to  enable  it  to  meet  the 
increasing  demands  on  it  owing  to  the  development  of  the  live-stock 
industry.  During  the  14  years  preceding  the  breaking  out  of  the 
great  war,  of  the  aggregate  earnings  of  the  company  86.26  per  cent 
was  reinvested  in  the  business.  From  the  beginning  of  the  war  until 
the  time  the  United  States  entered  into  it,  of  the  aggregate  earnings 
of  the  company,  88.38  per  cent  was  reinvested  in  the  misiness.  In 
1917  and  1918  over  91  per  cent  was  thus  reinvested. 

FOUR  HUNDRED  PER  CENT  STOCK  DIVIDEND. 

Let  me  take  this  occasion  to  comment  on  the  miirh-talked-of  400 
per  cent  sto*k  dividend  which  we  declared  in  1916,  and  which  has 
often  i>eon  c-ite<I  as  an  example  of  the  enormous  profits  being  made 
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in  the  packing  industry.    The  Federal  Trade  Commission,  in  an  of- 
ficial report  to  Congress,  gave  currency  to  this.    They  said : 

Thus  Armour  &  Co.  in  1916  raised  its  capital  stock  from  $20,000,000  to 
$100,000,000  without  receiving  a  dollar  of  cash. 

That  statement  is  entirely  misleading. 

It  implies  that  by  some  magic  the  company  put  in  the  pockets  of 
the  stockholders  $80,000,000  without  receiving  one  cent  in  return 
therefore.  This  is  not  a  fact.  By  this  transaction  the  stockholders 
did  not  receive  one  penny.  It  merely  gave  each  stockholder  five 
shares  of  stock  where  formely  he  held  one,  the  value  of  which  was 
equal  to  the  five  which  replaced  it.  It  was  merely  a  bookkeeping 
transaction,  perfectly  honest  and  legitimate  in  every  respect.  Our 
company  was  a  family  concern.  Its  few  stockholders  did  contribute 
every  penny  of  that  capital.  As  I  have  already  shown,  during  the 
development  of  the  business  from  its  inception  in  1867  down  to  the 
time  of  the  declaration  of  that  stock  dividend  the  stockholders,  in- 
stead of  taking  the  earnings  each  year  out  of  the  business  by  way  of 
personal  dividends  to  themselves,  allowed  the  profits  to  remain  and 
be  reinvested  in  the  business;  thus  each  year  each  stockholder  was 
reinvesting  his  proportion  of  the  earning  of  the  business  for  that 
year  in  the  business  itself  and  thus  contributed  to  its  capital.  The 
surplus  out  of  which  this  dividend  was  declared  was  not  a  liquid 
surplus,  but  largely  brick  and  mortar,  supplies  and  inventories  rep- 
resenting extensions  and  improvements  in  the  plants  and  business, 
having  then  a  growth  and  development  of  half  a  century.  The 
actual  fixed  and  working  capital  on  which  the  company  was  doing 
its  business  was  actually  contributed  dollar  for  dollar  by  the  stock- 
holders by  refraining  from  taking  their  profits  out  of  the  business. 
The  sole  and  only  purpose  Was  to  make  the  actual  share  capital  of 
the  company  more  conmiensurate  with  the  actual  capital  investment 
therein.  Let  me  say  further  regarding  this  stock  dividend :  Whereas 
stock  dividends  ordinarily  are  intended  to  give  the  holder  of  stock  a 
greater  equity  in  the  business  on  which  to  earn  dividends  and  to  so 
affect  the  market  value  of  his  stock,  in  this  particular  case  there  was 
no  such  motive,  because  Armour  &  Co.  were  a  close  corporation,  with 
the  stock,  as  I  have  said,  held  almost  entirely  in  the  Armour  family, 
and  none  of  it  was  on  the  market. 

The  sum  total  of  our  reinvestments  since  1868  represent  Armour  & 
Co.  to-day,  and  I  submit  the  above  facts  to  show  how  it  was  possible 
for  a  $160,000  firm  to  grow  into  a  concern  of  our  present  proportions 
with,  I  think,  credit  to  the  owners  of  the  business  and  witn  benefit  to 
the  general  public.  • 

Profits  and  Prices. 

Our  financial  statement,  which  I  have  already  read  to  you,  shows 
that  our  profits  are  neglimble  in  so  far  as  either  the  producer  or  the 
consumer  is  concerned.  On  our  total  volume  of  business  they  repre- 
sent a  return  of  less  than  2  cents  on  every  dollar  of  sales.  The  margin 
of  profit  in  the  packing  industry  is  the  smallest  enjoyed  by  any  in- 
dustry of  national  consequence,  and  of  the  many  firms  which  are  en- 
gaged in  packing  the  ones  which  have  come  in  lor  the  most  condem- 
nation at  the  hands  of  the  Federal  Trade  Commission  are  those  which 
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earn  the  least  per  dollar  of  sales.  Note  that  in  its  special  report  on 
profiteering  the  Federal  Trade  Comnussion  says  tnat  some  60  or 
more  of  the  so-called  ^^  Independents ''  earned  as  much  or  more  than 
did  the  ^^  Bi^  Five.'^  Look  at  any  financial  compendium  of  corporate 
earnings  and  you  will  find  that  the  per  cent  of  net  earnings  on  turn- 
over, or  on  capital  invested  in  our  company  is  less  than  that  in  most, 
if  not  all,  other  big  industries. 

TAKING  ON  Ot7TSID£  LINES. 

One  of  the  most  common  reasons  cited  when  attempts  are  made  to 
heckle  or  cripple  the  packing  industry  is  that  its  entrance  into  fields 
other  than  that  of  meat  packing  is  conducive  to  the  building  up  of 
a  food-purveying  organization  too  broad  in  its  scope  to  be  for  tho 
best  interests  of  the  general  public.  I  note  that  the  chaimmn  of  the 
Federal  Trade  Commission  has  said : 

The  commission  has  no  objection  to  mere  sixe  of  uu  IniluHtry,  but  when  n  bin 
concern  ramlfles  Into  other  fleldn  to  the  detriment  of  te^tlmnte  bnslness  it  tf« 
time  to  call  a  halt. 

On  that  same  basis  the  mail-order  houses  and  department  stores 
should  be  driven  out,  and  the  automobile  industry  should  have  been 
suppressed  when  trucks  began  invading  the  realm  of  the  horse,  and 
the  United  States  post  ofiice  should  have  been  called  up  with  a  turn 
when  it  inaugurated  the  Parcel  Post  System  to  compete  with  express 
companies. 

while  primarily  our  business  was  built  to  handle  onlv  meat  prod- 
ucts we  have  found  that  there  ai*e  certain  seasons  when  the  equipment 
would  not  be  in  use  nor  our  sales  force  occupied  if  we  confinea  them 
strictly  to  the  meat-food  business.  In  particular,  during  the  years 
1911,  1912,  1913,  and  1914  the  supply  of  live  cattle  and  hogs  in  this 
country  was  lower  than  they  haa  oeen  for  auite  a  number  of  years 
while  the  population  had  greatly  increased,  with  the  result  that 
meat- food  products  to  be  handled  through  our  distributing  agencie;: 
were  decreasing  while  our  expenses  were  increasing,  which  would 
have  inevitably  i^esulted  in  higher  prices  on  all  meat- food  products 
to  consumers.  Not  only  was  this  true  but  the  trade  to  whom  we  sold 
were  continually  soliciting  us  to  handle  certain  lines  of  food  products, 
and  one  reascm  we  are  to-day  in  the  business  of  selling  such  food 
products  as  canned  vegetables,  canned  fruits,  and  other  similar  food 
products  is  that  we  may  more  profitably  utilize  our  marketing  fa- 
cilities and  organization  at  all  seasons  and  times  of  the  year,  and 
thus  reduce  our  eost  to  market  and  our  overhead  expense.  We  are 
tiius  enabled  to  sc»ll  many  products  at  lower  prices,  which  directly 
benefits  the  trade  and  the  consumer  and  is  for  tlie  accommodation 
of  our  customers.  This  makes  it  possible  for  them  to  obtain  more  of 
their  goods  embraced  in  one  delivery,  one  invoice,  one  collection,  and 
this  reduces  the  cost  of  handling  goods  all  around,  to  the  Wnefit  of 
the  ultimate  consumer.  There  are  also  a  great  many  organizations 
in  the  ITnited  States  which  produce  proiluct^  over  and  al)bve  their 
ability  to  sell  them.  We  have  found  it  to  our  advantage  and  to  the 
advantage  of  the  producers  as  well  as  the  consumers  to  u^»  our  di<. 
tributing  facilities  for  taking  care  (»f  these  product**.  By  reason  of 
handling  these  other  products  we  are  able  to  carry  on  this  food  line 
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of  business  at  a  minimum  profit,  because  we  can  and  do  keep  down 
the  expense  of  the  marketing  of  the  food  products  by  using  our  sales 
force  and  distributing  facilities  on  the  other  lines.  I  will  refer  here-: 
inafter  in  more  detail  to  this  .matter.  Whatever  advantage  we  may 
have  over  our  competitor  in  the  handling  of  these  goods  lies  in  the 
high  character  of  the  goods  we  sell  and  tne  character  of  the  service 
rendered. 

To  a  great  extent  also  the  better  utilization  of  our  packing-house 
waste  products  led  us  into  these  many  so-called  outside  lines. 

POTASH  AND  PERFUME. 

It  seems  a  long  jump  from  potash  to  perfume,  and  why  Armour  & 
Co.,  should  be  handling  two  such  products,  which  seem  unrelated 
at  first  glance,  is  not  apparent  to  tne  casual  observer  or  maybe  to 
those  whose  information  is  entirely  of  an  ex  parte  nature.  But  there 
is  a  definite  relation  between  potash  and  perriime. 

Potash  is  bought  and  sold  by  the  Armour  Fertilizer  Works,  an 
auxiliary  of  Armour  &  Co.  Potash  is  not  a  bjr-product  of  the  pack- 
ing business,  but  it  is  a  logical  business  associate  of  fertilizer  mate- 
rials which  come  from  the  packing  plants  and  it  is  handled  because 
we  have  the  necessary  marketinj^  machinery  and  because  trade  re- 
quirements compel  us  to  handle  it  if  we  expect  success  in  marketing 
our  own  fertilizer  materials. 

Perfume,  on  the  other  hand,  is  manufactured  and  marketed  by  the 
Armour  Soap  Works,  another  auxiliary.  Perfume  is  not  a  by-prod- 
uct of  the  packing  business,  but  it  is  a  necessary  supplement  to  a  line 
of  toilet  soaps,  and  our  soap  business  would  not  meet  with  a  great 
deal  of  success  if  we  refused  to  handle  perfumery.  The  manufacture 
of  soap  gives  us  an  outlet  for  a  great  deal  of  the  residue  from  the  car- 
cass of  meat  animals,  and  that  is  why  we  are  in  the  soap  business. 

Potash,  therefore,^  is  the  brother  of  packing-house  fertilizer  ma- 
terials and  perfume  is  a  sister  to  toilet  soaps.  Inasmuch  as  fertilizer 
and  soap  are  off-springs  of  the  packing  inaustry,  potash  becomes  the 
cousin  of  perfume. 

By  a  similar  commercial  relation,  a  violin  bow  becomes  cousin  to 
the  paper  label  on  a  tin  can.  We  sell  violin  bows  and  we  sell  paper 
labels,  and  an  ex  parte  investigation  might  fail*  to  disclose  the  rela- 
tion between  the  two,  but  there  is  a  close  relation  for  all  that.  Musi- 
cal strings,  as  you  probably  know,  are  made  largeljr  from  the  intes- 
tines of  animals.  Our  company  was  a  pioneer  in  this  country  in  the 
manufacture  of  such  strings  and  it  thus  became  possible  for  us  to 
market  to  advantage  a^  by-product  of  meat  animals,  which  formerly 
we  had  to  waste  or  ship  to  Europe  in  tlie  hope  of  selling  to  string 
manufacturers  there.  We  now  sell  this  product  in  foreign  countries, 
which  field^  was  until  recently  covered  by  manufacturers  in  Germany 
and  Austria.  To  make  the  story  brief,  the  marketing  of  musical 
strings  led  us  into  the  marketing  of  the  logical  associates  of  musical 
strings,  and  that  is  how  we  happen  to  have  violin  bows  for  sale. 

In  our  businass  we  have  need  for  hundreds  of  millions  of  paper 
labels.  In  fact  our  need  for  them  was  so  great  that  we  entered  into 
the  business  of  printing  them  and  the  Armour  Printing  Works  be- 
came a  department  of  our  business.    We  made  the  works  adequate  to 
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fill  our  own  orders  even  at  rush  times  and  so  it  became  possible  for 
us  to  sell  labels  to  outside  concerns  during  part  of  the  year  at  least. 

Coca-Cola  has  been  cited  as  one  of  the  products  which  we  handled 
and  which  seemingly  has  no  connection  whatever  with  our  business. 
The  fact  is  that  the'  Coca-Cola  people  have  developed  a  demand  for 
their  product  which  is  sufficiently  strong  to  enable  them  to  dispense 
with  a  distributive  system  of  their  own.  I  understand  that  they 
have  no  salesmen  and  that  they  do  not  ship  direct  to  consumers.  They 
handle  their  product  entirely  through  jobbers  or  other  agencies  for 
distributing  supplies.  Our  salesmen  who  call  on  the  trade  were  asked 
by  the  trade  to  supply  Coca-Cola,  seeing  that  there  were  no  Coca-Cola 
salesmen  making  the  round,  and  so  we  became,  throug  our  salesmen,  a 
distributer  for  tne  Coca-Cola  Co.  I  may  say  in  this  connection  that 
we  have  no  interest  whatever  in  the  Coca-Cola  Co. 

In  a  similar  manner  there  is  a  definite  and  logical  relation  between 
the  packing  business  and  all  of  the  so-caUed  outside  lines  which  we 
hanale  and  for  which  some  of  our  competitors  would  have  us  con- 
denmed.  Our  entering  into  these  various  lines  has  not  been  detri- 
mental to  the  best  interests  of  the  great  consuming  public.  On  the 
contrary,  the  public  has  been  tremendously  benefited.  The  quality 
of  goods  has  oeen  higher  and  the  price  lower. 

AIDING   THE   GOVERNMENT — ^ALBUMEN. 

The  list  of  articles  mentioned  in  the  testimony  of  Chairman  Colver, 
of  the  Federal  Trade  Commission,  to  show  the  scope  of  our  "  ramifi- 
cations,''  as  he  puts  it,  is  misleading,  in  that  no  one  of  the  various 
packing  concerns  handles  all  the  articles  listed.  A  comparison  be- 
tween our  catalogue  and  that  of  a  typical  wholesale  grocery  or  a  mail- 
order house  would  show  that  our  products  come  nearer  being  relatwl 
than  do  those  shown  in  the  others. 

Take,  for  instance,  the  second  item  in  Mr.  Colver's  list — albumen. 
Albumen  can  be  obtained  from  blood,  and  the  Armour  Fertilizer 
Works'  chemists  worked  out  a  method  for  so  doing.  We  were  extract^ 
ing  a  little  albumen  from  aiiimal  blood  when  the  war  broke  out. 
Now,  one  of  the  war's  requisites  is  the  airplane,  and  in  the  building 
of  airplanes  a  wood  veneer  is  very  generally  used.  It  was  essential 
that  this  veneer  be  glued  on  so  that  the  dampness  up  in  the  clouds 
would  not  cause  it  to  loosen  and  send  our  aviators  hurling  down  to 
earth.  It  was  found  that  a  glue  which  is  impervious  to  water  could 
be  made  from  albumen,  such  as  we  alone  in  this  country  were  pro- 
ducing. We  immediately  increased  our  plant  capacity  and  turned 
the  product  over  to  the  Government,  and  airplane  production  plans 
were  not  stayed  by  lack  of  this  special  kind  of  glue. 

In  May,  1917,  at  a  meeting  of  the  chemical  committee  of  the  Na- 
tional Council  of  Defense  in  Washington,  it  was  developed  that  there 
was  urgent  need  for  potassium  permanganate  to  be  used  in  gas  masks 
for  the  neutralization  of  toxic  gases,  and  the  chemical  industry  was 
asked  to  prepare  quickly  for  tne  manufacture  of  this  chemical,  as 
none  was  known  to  be  made  in  the  United  States.  The  research 
laboratory  of  the  Armour  Fertilizer  Works  had  developed  a  small 
plant  for  the  manufacture  of  this  material,  and  the  entire  output 
of  iMs  plant  was  immediately  turned  over  to  the  Qovenunent  for 
war  purposes.    All  our  contracts  with  the  trade  were  at  once  can* 
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celed.  The  price  nnmed  to  the  company  making  the  completed  gas- 
neutralizing  agent  for  the  Government  was  one-half  of  the  contract 
1>rice  at  which  the  entire  product  had  theretofore  been  sold  by  us.  As 
ong  as  permanganate  was  needed  for  this  purpose  it  was  supplied  to 
the  full  capacity  of  the  plant.  Its  manufacture  was  interfered  with, 
evidently  by  enemv  agents,  and  tanksful  of  solution  were  emptied 
into  the  sewers.  An  actual  loss  was  incurred  by  the  Armour  Fer- 
tilizer Works  in  taking  care  of  the  needed  demand. 

I  desire  to  incorporate  into  m;^  statement  here  an  editorial  on  this 
general  subject  wmch  appeared  in  the  January  6,  1919,  issue  of  the 
Daily  News,  of  Chicago,  which,  as  everybody  knows,  is  regarded 
as  reflecting  public  opinion  in  the  Middle  West,  and  which  I  value 
highly  for  that  reason.    The  News  says : 

PACKERS  IN  OTHER  FIELDS. 

In  explaining  and  advocating  the  administration  bill,  so  called,  for  licens- 
ing and  regulating  the  transportation  and  marketing  ends  of  the  meat-packing 
industry,  William  B.  C!olver«  chairman  of  the  Federal  Trade  Commission, 
daimed  to  have  obtained  evidence  that  the  big  packers  seek  to  control  and 
dominate  the  grocery  business.  Already,  he  told  the  House  Committee  on  Com- 
merce, this  domination  ranges  from  10  to  50  per  cent. 

Mr.  Colver  disclaimed  opposition  to  "  the  mere  size  of  an  industry."  He 
had  no  quarrel  with  the  big  packers,  he  asserted,  Just  because  they  were  suc- 
cessful or  highly  efficient  What  he  objected  to  was  their  desire  to  "  ramify," 
to  invade  other  fields  "  to  the  detriment  of  legitimate  business."  Such  invasion, 
he  said,  should  be  checked  by  legislation.  It  is  not  illegal  under  existing  law, 
bnt  should  be  illegal,  contends  Mr.  Oolver.  and  this  is  in  part  the  design  of  the 
extraordinary  measure  prepared  by  the  Federal  Trade  Commission. 

Mr.  Colver  has  stated  the  case  with  commendable  frankness  and  clearness. 
He  must  realize,  however,  that  he  seeks  legislation  of  a  novel  and  radical  char- 
acter. He  wishes  to  protect  legitimate  business  against  invasion,  but  the  in- 
vasion must  be  "detrimental"  to  warrant  interference  with.  Detrimental  to 
whom?  All  competition  may  be  called  invasion  by  those  who  happen  to  be  in 
possession  of  a  given  field,  yet  the  policy  of  the  law  is  to  encourage  competition. 
Is  a  big  and  Sclent  competitor  dangerous  because  he  can  establish  branch 
houses,  reduce  prices,  and  otherwise  accommodate  the  consuming  public?  Is 
it  "  detrimental "  to  the  public  to  have  branch  houses,  extensive  delivery  sys- 
tems, reasonable  prices?  And  if  certain  tendencies  are  detrimental  to  small 
business,  but  beneficial  to  consumers,  are  the  interests  of  the  consumer  to  be 
sacrificed  to  those  of  small  business? 

Several  years  ago  there  was  much  agitation  against  the  big  department 
stores  and  legislation  was  demanded  to  protect  the  small  retail  stores  that  had 
to  compete  with  them.  Who  regrets  to-day  that  the  agitation  failed  and  that 
the  big  department  store  was  not  taxed  or  regulated  out  of  existence?  Per- 
haps the  case  of  the  packers  is  different,  but  that  remains  to  be  proved  to  the 
satisfaction  of  sound  economists  and  enlightened  men  generally.  The  ques- 
tions raised  by  the  antipackers*  bill  are  so  complicated  and  important  that  Con- 
gress will  surely  appreciate  the  ne<'esslty  of  hearing  all  sides  and  giving  the 
subject  full  and  scientific  consideration. 

Further  alonnj  in  my  statement,  when  I  discuss  the  refrigerator-car 
lilies  and  branch  houses,  I  intend  to  return  to  this  subject  of  packer 
side  lines  and  give  further  reasons  why  it  is  not  only  proper  but  of 
benefit  to  the  consuming  public  and  to  the  Nation's  producers  that 
organizations  such  as  Armour  &  Co.  should  furnish  the  means  for 
widespread  marketing  of  products. 

LIVE-STOCK  OAKS. 

Getting  down  to  the  actual  charges  and  recommendations  of  the 
Federal  Trade  Commission,  we  find  first  that  the  Government  own- 
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crship  of  live-stock  cars  is  urged.  This,  says  Mr.  Culver,  chairman 
of  the  Federal  Trade  Commission,  is  the  least  important  of  the  vari- 
ous provisions ;  but  "  since  the  theory  we  are  proceeding  on  is  that 
Erivate  ownership  of  means  of  transportation  by  competitors  is  Der- 
aps  the  root  of  the  difficulties,"  he  recommends  that  these  be  uov- 
ernment  owned  or  railroad  owned. 

Armour  &  Co.  own  no  live-stock  cars.  One  of  our  subsidiaries. 
New  York  Butchers'  Dressed  Meat  Co.,  does  not  own  but  leases  about 
150  live-stock  cars  in  order  to  enable  it  to  successfully  carry  on  the 
business  of  shipping  cattle  from  the  West  to  its  abattoir  situated  in 
Greater  New  i  ork.  These  cars  are  used  entirely  for  the  movement 
of  live  stock  from  Chicago  to  New  York. 

Our  abattoir  in  New  York  is  devoted  exclusively  to  the  slaughter 
of  cattle  for  the  Jewish  trade  of  Greater  New  York.  The  committee 
may  not,  perhaps,  be  familiar  with  the  fact  that  the  orthodox  Jewish 
trade  requires  what  is  known  as  ^'  Kosher  "  meat;  that  is,  meat  which 
has  been  slaughtered  by  a  Jewish  rabbi,  and  which  is  identified  by  the 
Kosher  symbol.  It  is  incumbent  under  the  tenets  of  the  orthodox 
Jewish  religion  that  meat  be  eaten  within  72  hours  after  slaughter; 
hence  it  can  not  be  slaughtered  at  points  distant  from  consumption, 
like  Chicago,  and  transported  to  New  York.  This  necessitates  a 
slaughtering  house  at  New  York  to  furnish  this  large  trade  with 
fresh  beef,  and  the  company  purchases  its  cattle  at  various  markets 
and  transports  them  to  its  slaughtering  plant  in  Greater  New  York. 
On  account  of  the  fact  that  the  eastern  railroads  have  not  a  sufficient 
supply  of  live-stock  cars,  it  was  necessary  to  lease  these  cars  in  order 
that  this  company  might  be  assured  of  an  adequate  supply  of  cars  for 
the  transportation  of  live  animals  to  its  plant.  As  a  matter  of  f acU 
there  are  many  times,  even  with  the  supply  that  is  leased  to  us,  when 
we  have  difficulty  in  securing  sufficient  live-stock  cars  of  any  kind. 
These  cars  leased  by  us  for  this  purpose  do  not  earn  enough  mileage 
to  cover  the  rental  we  pay  for  them,  and  we  would  be  pleased  to  be 
relieved  of  our  contract  for  the  use  of  these  cars  if  we  could  be  assured 
that  we  would  be  furnished  an  adequate  supply  by  the  railroads. 
They  are  simply  leased  by  us  as  a  necessity  to  take  care  of  the  supply 
of  this  plant  in  Greater  New  York. 

We  agree  with  Mr.  Colver  that  this  is  the  least  important  of  the 
provisions  of  the  bill,  because  it  is  the  least  destructive. 

STOCKYARDS  AND  ADJUNCTS. 

The  second  important  provision  of  the  pending  legislation  tends  to 
bring  about  Government  ownership  of  the  stockyards  and  such  ad- 
juncts thereto  as  terminal  and  belt  railways,  exchangee  buildings^  ren- 
dering plants,  serum  plants,  market  newspapers,  possiblv,  if  not  prob- 
ably, oanks,  and  cattle-loan  associations.  The  Federal  Trade  Com- 
mission chooses  to  regard  packer  interest  in  such  institutions  and 
enterprises  as  detrimental  to  the  best  interests  of  live-stock  producers 
and  the  general  public. 
That  is  as  far  from  the  truth  as  it  is  possible  to  get 
The  ex  parte  information  gleaned  by  the  Federal  Trade  Commis- 
sion failea  completelv  to  develop  the  reasons  for  the  meat  packers 
being  interested  in  thevSe  various  enterprises,  and  left  its  roembeni 
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unaware  of  the  fact  that  the  meat  packers  are  entitled  largely  to 
the  credit  for  whatever  measure  of  service  these  facilities  render  the 
producers. 

Packing  plants  are  the  reason  for  stockyards,  terminal  railways, 
exchange  Duildings,  stockyards,  banks,  cattle-loan  associations,  mar- 
ket newspapers,  etc.,  just  as  is  water  the  reason  for  the  grass  and  the 
trees  in  a  desert  oasis.  Until  there  was  water  there  was  no  grass,  and 
some  of  the  water  had  to  be  used  in  growing  the  grass. 

I  do  not  know  of  any  stockyards  which  were  oi  any  consequence  or 
service  to  the  producers  until  some  important  packer  got  interested 
and  installed  a  plant.  The  minute  a  packing  piant  begins  operating, 
it  means  a  real  market  for  meat  animals,  and  such  a  market  demands 
that  there  be  facilities  for  handling  live  stock.  This  has  always 
meant  the  building  of  new  yards  or  the  expansion  and  improvement 
of  existing  ones.  It  has  been  the  locating  of  new  packing  plants 
from  time  to  time  all  over  the  country  that  has  made  stockyards 
necessary  at  those  points.  When  you  stop  building  packing  plants 
there  is  a  stoppage  of  new  stockyards,  ancl  such  a  stoppage  will  be  a 
serious  blow  to  the  live-stock  grower. 

PACKERS  MAKE  MARKETS. 

For  example :  At  Fort  Worth,  before  Armour  &  Co.  and  Swift  & 
Co.  went  there  the  total  receipts  of  the  stockyards  the  previous 
year  were  less  than  227,000  head  of  stock.  Armour  &  Co.  and  Swift 
&  Co.  bought  the  yards  and  installed  packing  plants  and  the  market 
has  now  reached  the  point  where  the  total  annual  receipts  are  3,540,- 
000  head  of  stock,  nearly  1,600  per  cent  increase.  There  are  prob- 
ably men  in  this  room  who  can  remember  the  day  when  you  could  go 
to  Denver  with  a  trainload  of  live  stock  and  could  not  sell  a  carload. 
A  larger  packing  house  coming  in  there  gave  a  market  for  live  stock. 

JACKSONVnJiE    (FLA.)    STOCKYARDS. 

It  has  been  but  a  few  years  since  Armour  &  Co.  established  a 
packing  plant  at  Jacksonville,  Fla.,  and  in  connection  therewith  a 
stockyards  for  the  proper  receipt  and  handling  of  cattle  which  might 
come  to  that  market.  Our  attention  was  directed  there  in  this  way : 
In  1912  and  1913,  when  we  had  a  cattle  shortage  in  the  United  States, 
we  bought  several  thousand  cattle  in  Georgia  and  Tennessee,  and  one 
day  received  a  wire  from  Kissimmee,  Fla.,  offering  us  5,000  head  of 

fass  cattle.  I  did  not  know  there  was  such  a  place  and  at  that  time 
doubt  if  anyone  in  the  packing  business  dreamed  that  there  were 
5,000  cattle  in  the  whole  State  of  Florida  that  could  be  used  for  beef. 
We  finallv  bought  the  cattle  in  question,  which  we  shipped  to  St. 
Louis.  T'his  was  our  introduction  to  Florida.  We  later  sent  repre- 
sentatives through  that  territory  and  found  prospects  for  beef  pro- 
duction so  good  that  we  considered  locating  a  plant  there.  Imme- 
diately that  became  known,  the  prominent  business  men  of  Jackson- 
ville extended  to  us  the  -hand  of  welcome  and  urged  upon  us  the 
erection  of  a  plant  at  Jacksonville.  There  was  at  this  time  no  hog 
business  in  Florida.  The  custom  of  buying  live  stock  in  Florida  had 
been  for  the  slaughterer  to  go  into  the  country,  make  his  purchases. 


636         GOVERNMENT  CONTROL  OF  MEAT-PACKING  INDUSTRY. 

contracting  for  so  many  cattle  for  delivery  on  a  certain  day.  Our 
experience  had  taught  us  that  stockyards  are  necessary  in  a  packing 
center  to  insure  a  i-egular  supply  of  live  stock  for  the  plant  and  an 
everyday  markot  for  the  growers  of  live  stock.  We  therefore  de- 
cided to  establish  a  small  stockyards  near  our  plant  at  Jacksonville. 
Before  the  plant  was  completed  another  canvass  of  the  situation 
showed  a  need  for  facilities  for  hog  slaughtering,  and  we  establishecl 
them.  The  first  live  stock  were  slaughtered  in  jfovember,  1916.  For 
several  weeks  the  supply  of  hogs  was  far  in  excess  of  the  supply  of 
cattle,  contrary  to  our  expectations,  but  it  was  fortunate,  indeed,  that 
we  had  stockyards  to  yard  and  care  for  this  flood  of  live  stock  which 
appeared  on  the  scene.  This  plant  and  stock>'ards  established  by  us 
in  Jacksonville  has  opened  up  the  live-stock  business  in  Florida. 
The  stockyards  there  are  open  to  all — ^anyone  can  buy  or  sell  stock 
there,  and  there  is  plenty  of  room  for  anyone  to  go  into  the  business 
if  they  care  to.  I  tnink'the  establishment  of  such  yards  and  plant  at 
Jacksonville  met  with  the  general  approval  of  the*  public  ana  of  the 
live-stock  raisers  in  Florida  especially. 

Lest  this  committee  get  the  impassion  from  the  pending  legisla- 
tion that  packer  ownership  of  stockyanls  does  not  meet  public  ap- 
proval, I  want  to  say  this:  Theiv  is  hardly  a  city  in  the  country 
to-day  that  would  not  welcome  the  establishment  of  such  a  market  by 
Armour  A  Co.  or  any  other  of  the  large  packei*s.  We  are  constantly  in 
receipt  of  proposals  from  bodies  of  representative  citizens  of  various 
cities  that  we  establish  such  yards  and  operate  them.  We  are  offered 
everything  from  free  sites  to  large  bonuses  as  inducements  to  locate. 
One«of  the  reasons  we  are  now  building  a  great  plant  at  South  St. 
Paul  is  that  the  city  held  out  such  allurements  that  we  could  not  very 
well  refuse,  especially  as  the  territory  adjoining  gives  promise  of  be- 
ing one  of  the  best  meat-production  centers  in  the  country. 

OWNERSHIP  OF  STOCKYARDS  AND  ADJUNCTS  IMMATERIAL.. 

My  position  relative  to  ownership  of  the  stockyards  is  this:  As  a 
packer,  I  am  interested  in  seeing  the  yards  handled  in  the  most  effi- 
cient way  possible,  and  it  is  absolutely  immaterial  to  me  as  to  who  owns 
them.  Ownership  by  the  Government  implies  red  tape  and  restric- 
tions which  can  not  help  but  add  to  the  costs  of  the  service — costs 
which  must  eventually  be  borne  either  by  the  pnKhicer  or  the  con- 
sumer. Government  ownership  implies,  too,  the  abolition  of  the  pri- 
vate initiative  and  enterprise  which  has  made  it  possible  to  erect  an 
efficient  stockyards  almost  overnight  when  occasion  justified  it.  The 
Government,  you  know,  does  not  make  up  its  mind  very  quickly  on 
such  matters,  as  is  evidenced  by  the  years  of  controversies  over  the 
building  of  post  offices  or  such  comparatively  trivial  matters  as  to 
whether  or  not  cities  should  have  underground  mail  chute>s.  It  is 
only  because  I  fear  less  efficient  operation  and  the  consequent  serious 
results  that  I  make  those  comments,  but  I  am  entirely  willing  an<1 
ready  to  at  once  relinquish  my  holdings  upon  l)eing  nllowe<l  just  coni> 
pensation  therefor. 

My  reasons  for  having  interests  in  the  adjuncts  to  stockyards  are 
almost  identical  with  my  reasons  for  luiving  invested  in  stockyards, 
I  am  frank  to  say  tluit  \  hoped  every  time  1  made  an  investment  of 
this  nature  that  eventually  it  would  pay,  but  the  overwhelming  and 


GOVEBNMENT  OONTBOL  OF  MBAT-PAOKIKQ  INDUSTBY.        687 

deciding  reason  was  the  eflfect  it  would  have  upon  the  business  of 
meat  packing — ^which  is  my  job  in  life. 

Terminal  railways  are  adjuncts  to  stockyards  and  they  aid  in  mak- 
ing them  better  able  to  function.  Exchange  buildings  are  also  ad- 
juncts— ^made  necessary  by  the  needs  of  commission  men  for  offices 
and  places  to  conduct  the  business  of  buying  and  selling  meat  ani- 
mals. Some  of  our  critics  charge  that  our  interests  in  stockyards  and 
exchange  buildings  give  us  a  club  over  the  head  of  the  commission 
man  who  must  do  our  bidding  or  be  relegated  to  undesirable  offices  in 
the  exchange  building  or  have  distant  and  undesirable  pens  in  the 
yards  assigned  to  him.  Such  charges  are  utterly  untrue  and  are  too 
petty  to  deserve  further  comment. 

MARKET  NEWS  ESSENTIAL. 

Market  dailies  are  necessary  adjuncts  to  stockyards.  The  yard 
which  does  not  have  a  paper  carrying  its  live-stock  quotations  and 
its  market  news  to  the  i)roducers  for  many  miles  aixjund  is  doomed 
to  failure.  I  am  a  believer  in  the  power  of  advertising,  and  a  daily 
market  paper  is  the  only  means  which  will  enable  a  market  to  com- 
pete with  other  markets  drawing  from  the  same  or  near-by  sources  and 
properly  advertised.  To-day  we  have  a  financial  interest  in  but  one 
paper — the  stockyards  market  paper  at  Denver — and  we  will  gladly 
dispose  of  it  at  any  time.  Our  sole  interest  is  that  it  develop  to  the 
utmost  its  po\5'er  to  help  make  the  Denver  market  bigger  and  better. 

FINANCING    CATTLEMEN. 
•  .  - 

Our  interest  in  stockyards  banks  and  cattle-loan  associations  is 
comparable  to  our  interest  in  stockyards  market  papers.  Cattlemen, 
like  meat  packers,  operate  largely  on  borrowed  money,  but  indi- 
vidual cattlemen  find  it  difficult  to  secure  loans.  It  must  not  be  for- 
gotten that  the  center  of  the  cattle-producing  industry  is  well  west  of 
the  Mississippi,  and  that  the  center  of  the  Nation's  finances  is  a  con- 
siderable distance  east  of  that  river.  Eastern  bankers  do  not  take 
kindly  to  proposals  from  some  remote  ranchman  of  the  far  West  that 
a  loan  of  $100,000  be  made  to  enable  the  raising  of  cattle.  Cattle- 
loan  companies  do  not  lend  money.  For  a  brokerage  commission, 
they  discount  and  guarantee  the  note  of  the  borrower,  and  the  note  is 
then  rediscounted  in  the  financial  centers  of  the  East.  If  the 
rancher  fails  to  get  money,  he  can  not  produce  cattle ;  and  if  enough 
ranchers  fail  to  produce  cattle,  think  what  a  blow  it  would  be  to 
the  meat-packing  industry  and  to  the  Nation. 

It  is  good  business,  therefore,  for  the  meat  packer  to  use  his  credit 
and  his  financial  standing  to  make  it  possible  for  the  far  western 
rancher  to  get  money  fram  the  far  eastern  banker.  And  we  have 
done  that  very  thing  through  the  medium  of  stockyards  banks  and 
cattle-loan  associations  in  which  we  have  acquired  interests. 

That  we  have  made  a  profit  on  the  business  thus  transacted  is 
beside  the  question.  The  only  point  that  counts  is  that  our  interests 
in  stockyards  banks  and  cattle-loan  associations,  are  beneficial  to  the 
producers;  in  fact,  many  of  them  have  attained  importance  and 
grown  prosperous  on  the  money  obtained  by  them  from  cattle-loan 
associations  in  which  we  had  an  interest. 
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RENDERING  AND  SERUM  PLANTS. 

Rendering  plants,  like  the  other  adjuncts  of  the  stockyards,  are  of 
benefit  to  the  public.  Except  for  them  the  farmer's  dead  3tock  would 
be  worthless.  The  Federal  Trade  Commission  decided  at  its  ex 
parte  investigation  that  our  being  engaged  in  the  rendering  business 
was  not  desirable.  We  cleny  that  claim  emphatically,  but  if  it  is 
thought  the  United  States  will  prove  better  able  to  conduct  the  ren- 
dering business  than  the  present  management,  we  will  cheerfully  re- 
linquish for  just  compensation  our  interests  there,  just  as  in  the  case 
of  stock>'ardk — ^more  so,  in  fact,  l)ccause  in  the  case  of  rendering 
plants  the  packing  industry  has  much  less  at  stake  than  it  has  in 
seeing  that  the  stockyards  are  kept  in  a  state  of  efficiency. 

Relative  to  the  serum  business :  I  believe  there  are  16  serum  plants 
in  the  country,  and  only  2  plants  in  which  the  packers  are  interested. 
We  happened  to  be  interested  in  a  serum  plant  at  Kansas  City  two 
and  a  half  years  ago  when  hog  cholera  was  prevalent  in  the  \Vest, 
and  at  a  time  when  there  was  not  enough  serum  to  meet  the  demand, 
nor  wa^  the  serum  then  sold  always  of  best  quality.  We  entered 
this  business  with  the  knowledge  that  it  is  to  the  interest  of  our  in- 
dustry to  help  prevent  epidemics  among  the  farmers'  live-stock  herds. 

EFFICIENCY  THE  ESSENTIAL. 

In  a  general  way,  I  want  to  answer  those  recommendations  of  the 
commission  which  seek  to  separate  from  the  packing  industry  the 
stockyards  and  adjuncts  thereto,  with  the  assertion  that  Armour  & 
Co.'s  most  ardent  desire  is  that  the  various  institutions  and  enter- 
prises included  be  efficiently  and  successfully  operated.  If  there  is 
any  way  to  relieve  the  packers  of  their  interests  without  lessening 
the  service  rendered,  we  will  readily  find  other  and  maybe  more  satis- 
factory ways  to  utilize  the  money  so  released.  And  let  me  say  here 
that  our  interests  in  these  various  auxiliaries  of  the  live-stock  in- 
dustry do  not  consist  of  watered  stock.  An  appraisal  of  the  value 
of  the  stockyards  at  Omaha  on  orders  from  the  Nebraska  State  Bail- 
ways  Commission  discloses  the  fact  that  the  property  was  actually 
worth  more  than  its  capital  investment,  and  I  am  confident  that 
other  appraisals  would  disclose  the  same  conditions  regarding  the 
other  stockyards  and  related  industries. 

REFRIGERATOR  CAR  LINES. 

It  is  proposed  to  constitute  the  ownership  and  operation  of  refrig- 
erator and  specially  constructed  cars  for  the  transportation  of  live 
stock  and  its  products  exclusively  a  Government  function.  In  sup- 
port of  this  recommendation  Mr.  Colver  in  his  testimony  states  that 
the  packers'  ownership  of  refrigerator  cars  is  a  great  advantage  to 
them  as  against  competitors  who  do  not  own  such  cars,  that  the  own- 
ership and  operation  of  such  cars  is  a  railroad  function,  and  that 
such  equipment  of  cars  or  rolling  stock  necessary  to  transfer  dressed 
beef  is  a  transportation,  not  a  packing,  operation.  In  this  connec- 
tion I  should  lixe  to  refer  your  committee  to  the  full  report  and  find- 
ings of  the  Interstate  Commerce  Commission  in  the  matter  of  private 
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cars,  Docket  4906,  dated  July  31, 1918,  after  exhaustive  examination 
for  almost  six  years  of  the  subject.  I  quote  a  brief  part  of  that  re- 
port.   On  page  672  the  commission  says : 

The  Congress  has  thus  recognized  the  use  of  privately  owned  cars  in  trans- 
porting the  commerce  of  the  country  and  has  provided  for  their  control  by  the 
commission  through  rules  and  regulations  of  carriers  hauling  them. 

For  more  than  30  years  privately  owned  cars  "have  been  extensively  used 
to  transport  commodities  in  interstate  commerce.  They  came  into  use  origi- 
nally because  the  railroad  would  not  or  did  not  supply  them  in  sufficient  quan- 
tities to  meet  the  demand.  Practically  all  carriers  have  refused  to  furnish 
tank  cars  for  transportation  of  oil  and  other  liquids,  or  cars  with  brine  tanks 
and  racks  for  transportation  of  carcass  meat.  There  are  certain  exceptions  to 
this  rule,  which  will  be  considered  later.  Refiners  of  petroleum  oils  with  sub- 
stantial unanimity  state  that  as  a  practical  matter  carriers  could  not  furnlsli 
tank  cars  In  a  manner  to  insure  their  efilclent  use. 

And  on  page  673 : 

If  private  ownership  or  control  of  cars  ot  particular  types  results  In  greater 
economy  and  more  efficient  use,  the  whole  public  is  to  that  extent  bene- 
fited.   ♦    •    ♦ 

In  the  beginning  carriers  could  no  doubt  have  insisted  upon  their  right  to 
famish  all  equipment  They  did  not  do  so,  and  in  the  course  of  years  there 
has  grown  up  a  system  of  private  ownership  of  such  magnitude  and  importance 
that  it  must  be  reckoned  with  as  an  existing  condition.    *    *    * 

On  page  683 : 

The  amounts  paid  by  the  carriers  for  the  use  of  tank  cars  or  refrigerator 
ears  does  not  permit  of  the  operation  of  any  of  them  at  a  profit  considered 
reasonable  by  owners,  and  has  not  during  any  time  during  the  last  six  years, 
and  some  of  them  were  and  are  operated  at  a  loss,  taking  into  account  a 
return  on  the  investment,  cost  of  repairs,  maintenance,  and  depreciation. 

It  is  clearly  established  that  shippers  of  petroleum  oil,  fresh  meat,  packing- 
house products,  and  dairy  products  could  not  have  done  the  volume  of  business 
they  have  done  in  the  past  or  that  their  plants  were  constructed  to  do,  except 
they  had  possessed  themselves  of  private  cars  over  which  they  could  exercise 
and  have  exercised  control.  The  refiner  of  oil  or  the  meat  packer  could  no  more 
do  business  on  an  economical  and  efficient  basis  without  his  private  cars  than 
he  could  without  his  modern  equipped  refining  or  packing  plant  The  private- 
car  part  of  the  business  has  grown  with  the  rest.  Doubtless  in  the  beginning 
demands  were  made  by  these  shippers  that  carriers  should  supply  tank  and 
meat  cars,  but  it  was  quickly  demonstrated  that  business  could  not  be  done  in 
the  most  effective  manner  were  carriers  to  own  or  control  cars  of  that  kind. 
As  a  rule  carriers  have  never  furnished  these  cars,  and  it  has  come  to  be 
mutually  understood  that  they  should  not  do  so.  The  oil  refiner  and  meat 
packer  demand  an  adequate  supply  of  cars  at  all  times.  It  is  conceded  by  the 
shippers  that  neither  an  adequate  supply  nor  its  efficient  distribution  can  be 
afforded  by  carriers.  The  requirement  has  been  that  there  shall  be  the  most 
efficient  use  of  tank  and  refrigerator  cars,  which  has  been  one  of  the  results  of 
private  ownership.  While  this  has  absolutely  been  of  benefit  to  carriers,  It 
has  been  of  incalculable  benefit  to  shippers  as  well. 

I  assume  that  this  committee  needs  no  information  from  me  as  to 
the  necessity  for  there  being  always  on  hand  and  available  sufficient 
refrigerator  cars  to  handle  supplies  of  fresh  meat  which  go  out  from 
the  packing  plants  everywhere  and  which  can  be  kept  in  prime  con- 
dition only  a  matter  of  a  few  days  and  then  only  at  the  price  of  con- 
tinuous care  and  watchfulness.  Fresh  meat,  you  will  bear  in  mind, 
must  be  sold  within  a  week  or  10  days  after  slaughter.  Without 
refrigerator  cars,  the  packing  industry  would  revert  to  where  it  was 
two  generations  ago — a  business  of  curing  meat  in  the  cold  weather 
and  delivering  it  smoked  or  pickled  in  the  summer.  Last  week  the 
Food  Administration  telephone  from  Washington  an  order  to  the 
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Chicago  packers  for  20,000,000  pounds  of  meat-food  products  for 
relief  use  in  Europe.  This  vast  quantity  of  meat  required  660 
refrigerator  cars,  which  had  to  be  loaded  and  on  their  way  in  48 
hours  in  order  to  make  connections  with  outgoing  steamers  at  New 
York.  This  is  one  of  many  like  instances  which  have  occurred  since 
Anril,  1917,  when  we  entered  the  war.  What  does  the  committee 
believe  would  have  happened  if  in  the  cited  and  many  other  instances 
the  packers  had  not  been  fortified  for  such  instantaneous  service  by 
control  of  their  own  refrigerator  cars? 

PRODUCTS  HIGHLY  FERIBIIABUE. 

The  moat-refri^erator  car  is  different  from  the  ordinary  refriger- 
ator cars  in  that  it  is  equipped  with  brine  tanks  and  beef  rails,  from 
which  latter  the  carcass  b^f  is  susoended  in  the  cars. 

It  is  necessary  to  have  the  brine  tanks  in  these  cars  in  which  is 
placed  crushed  ice  and  salt  in  order  to  secure  and  maintain  a  low  tem- 
perature in  the  cars,  as  fresh  meat  is  of  such  a  highly  perishable  na- 
ture that  it  requires  a  very  low  temperature  to  properly  care  for  it. 

The  meat  before  loading  is  chilled  in  the  cooling  rooms  of  the 
plants  and  is  loaded  direct  JFrom  the  cooler  into  the  refrigerator  cars 
which  have  been  previously  iced  and  reduced  to  a  temperature  suffi- 
ciently low  to  properly  protect  the  shipments. 

These  food  products  ai^e  distributed  to  all  iK>ints  in  the  United 
States  and  as  they  are  perishable  it  is  impossible  to  hold  them  at  dis- 
tributive centers  tor  an  indefinite  length  of  time;  therefore,  the  move- 
ment must  be  constant  from  points  of  production  to  points  of  con- 
sumption if  the  people  are  to  be  assured  of  fresh,  wholesome  meat 
proQUcts.  In  order  to  accomplish  this  it  is  necessary  to  have  an  ade- 
quate supply  of  suitable  refrigerator  cars  at  all  times. 

It  has  always  been  our  purpose  to  own  only  enough  cars  to  handle 
our  usual  busine&s  requirements.  It  has  been  our  effort  to  secure 
maximum  service  from  a  minimum  number  of  cars.  This,  of  course* 
contemplates  prompt  movement  to  packing  contei's  of  the  cars  either 
loaded  or  empty  from  the  points  to  which  shipped. 

In  testifying,  Mr.  Colver  has  called  attention  to  delays  encoun- 
tered by  certain  packet's  in  the  handling  by  railroads  of  their  cars  and 
cite<]  an  instance  of  requiring  six  or  nine  months  tx)  make  a  round 
trip  loaded  and  empty  l)et  ween  St.  Louis  and  New  York.  I  am  at  a  total 
loss  to  un<lerstand  how  this  could  oc'cur  if  the  shipper  was  attending 
to  his  business  and  making  known  his  requirements.  Mr.  Colver 
also  made  the  statiMuent  that  the  packer-owned  refrigerator  car 
moved  at  the  rate  of  84  miles  a  day,  whereas  refrigerator  cars  owned 
by  railn)ads  and  supplied  to  a  shipper  who  does  not  own  oai'S  moved 
at  the  rate  of  only  46  miles  a  day.  If  we  are  able  to  get  84  miles  a 
day  out  of  our  cars  as  opposed  to  46  miles  per  da}'  which  railroads 
make  with  their  own  cars,  this  is  an  accomplishment  for  which  we 
should  be  given  credit  rather  than  condemnation.  It  is  certainly 
not  the  intention  of  Mr.  Colver  to  advocate  (lovcmment  ownership 
of  packers'  cars  in  order  to  reduce  their  daily  travel  to  that  of  some 
other  shipper  who  is  less  diligent  in  seeing  that  his  cars  are  moved 

Sromptly.    In  any  such  discrimination  exists  it  could  be  amply  reme- 
ied  through  the  railroad  handling  such  cars. 
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NO  DISCRIMINATION. 

With  resp(H*t  to  similar  discriminatioa  alleged  to  have  been  prac- 
ticed against  certain  shippers  on  the  movement  of  their  own  cars, 
the  Intei^state  Commerce  Commission,  in  the  matter  of  private  cars, 
Docket  4906,  commented  as  follow : 

The  obli^Mtion  to  treat  each  shipper  fairly,  no  matter  liow  small  his  ship- 
iDents  may  be  In  comparmon  with  those  of  another  shipper,  is  one  carriers 
<ran  not  escape.  Whether  under  the  terms  of  the  act  the  carriers  have  been 
;?uilty  of  unjust  discrimination  in  the  cases  referred  to,  can  not  be  determined 
on  this  record.  The  duty  impose<l  on  the  carrier  by  law  is  to  Kive  (Hiual  treat- 
ment to  all  shippers  who  are  In  position  to  demand  it.  Where  the  same  carrier 
or  carriers  serve  two  shipi)ers,  who  by  their  location,  the  character  of  their  out- 
put, and  distance  from  markets  where  their  products  must  be  disposed  of,  are 
in  substantially  similar  circumstances  and  conditions,  the  serving  carrier  or 
carriers  can  not  lawfully  prefer  one  to  the  other  in  any  manner  whatsoever. 

Meat  packers  everywhere  are  tmder  compulsion,  If  they  are  to  ship  carcass 
meat,  to  supply  themselves  with  cars  and  carriers  transport  them  under  arrange- 
ments with  the  shippers.  If  the  carriers  were  required  to  publish  in  their  tariffs 
a  rule  to  the  effect  that  private  cars  when  unloaded  at  destination,  unless  other- 
wise ordered  by  the  owner  or  lessee,  will  be  promptly  transported  loaded  or 
empty  in  the  direction  of  the  plant  of  the  owner  or  lessee,  doubtless  much  of  the 
apparent  injustice  hereinbefore  referred  to  would  be  avoided.  A  rule  similal*  in 
terms  to  that  suggested  was  applied  by  carriers  with  respect  to  foreign  cars  on 
their  lines  previous  to  April  26,  1017,  but  it  was  not  applicable  to  private  cars. 

Shippers  of  oU  in  tank  cars  are  required  to  furnish  the  cars,  and  many 
sliippers  of  perishable  products  other  than  fresh  meat  ttnd  it  necessary  to  own 
or  control  cars  because  they  can  not  in  any  other  manner  secure  an  adequate 
supply.  .  The  suggested  rule  should  apply  to  all  private  cars  in  order  to  prevent 
discrimination,  and  to  secure  owners  such  use  of  their  cars  as  their  necessities 
may  require. 

In  respect  to  the  suggestion  that  beef  cars  belonging  to  certain  ship- 
pers were  used  for  onions,  we  are  not  surprised  as  our  equipment  is 
often  misused,  and  we  find  it  necessary  to  keep  close  check  in  order 
to  prevent  such  abuse  and  maintain  the  car  supply  necessary  for  pro- 
tection of  our  shipments;  and  it  is  to  be  attributed  to  our  diligence  in 
this  respect  and  not  to  favoritism  by  the  carrier  that  the  mileage  of 
our  cars  aggregates  per  day  what  it  does.  As  was  said  by  the  Inter- 
5^te  Commerce  Commission  in  their  adoption  in  the  matter  of  private 
cars  heretofore  referred  to: 

No  class  of  cars  in  railroad  service  is  used  more  effectively  than  cars  owned 
by  the  large  shippers.  They  have  an  organization  of  men  to  see  to  it  that  their 
'.•ars  move  as  promptly  as  possible,  both  loaded  and  empty.  The  carriers  of  the 
country  could  not  as  effectively  handle  the  entire  refrigerator  and  tank  car 
equipment  as  is  now  done  by  the  intervention  of  private  owners.  ' 

I  wish  to  say  that  Armour  &  Co.  operate  refrigerator  cars  as  a  busi- 
ness necessity  and  not  as  a  profit-seeking  venture.  Our  income  from 
cars  is  1  cent  per  mile  per  car,  and  it  is  absolutely  immaterial  whether 
our  goods  are  being  transported  in  oiir  cars  or  not,  the  rate  is  the 
same ;  likewise  there  is  the  same  freight  rate  whether  the  shipment  is 
in  our  own  cars  or  not  and  the  rate  is  identical  with  that  paid  by 
other  shippers  whether  they  have  cars  of  their  own  or  whether  they 
use  cars  supplied  to  them  by  the  railroads. 

CARS  LOSE  MONEY. 

Armour  &  Co.  have  for  the  last  six  years  sustained  a  loss  in  the 
operation  of  their  meat  cars.    For  the  past  13  yeai*s  the  packing-house 
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cars  show  an  average  profit  of  twenty-nine  bne-hundredths  of  1  per 
cent,  and  for  the  past  6  years  they  show  an  average  loss  of  3.58  per 
cent.  For  the  year  ending  JNovember  2,  1918.  our  meat  refricerator 
cars  lost  $395,953.72.  They  are  not  a  profitaole  investment,  but  are 
an  essential  and  necessary  one  in  the  operation  of  the  business.  In 
this  connection  I  may  say  that  all  private  cars  are  subject  to  the 
jurisdiction  of  the  Interstate  Commerce  Commission,  both  with  re- 
spect to  their  methods  of  operation,  practices  pertaining  to  them, 
and  compensation  to  be  paid  by  carriers  for  their  use.  This  is  shown 
clearly  by  amendment  to  section  1'  of  the  act  to  regulate  commerce, 
approved  May  29,  1917,  which  is  as  follows : 

The  conunission  shall,  after  hearing  on  a  complaint  or  on  its  own  Initiatire 
without  complaint,  establish  reasonable  rules,  regulations,  and  practices  with 
respect  to  car  service,  including  the  classification  of  cars,  compensation  to  be 
paid  for  the  use  of  any  car  not  owned  by  any  such  common  carriers,  and  the 
penalties  or  other  sanctions  for  nonobservance  of  such  rules. 

These  cars  are  and  have  been,  of  course,  for  sometime  subject  to 
acquisition  and  control  by  the  Federal  Bailroad  Administration 
under  the  act  of  Congress  for  the  acquisition  and  operation  by  the 
(jQvernment  of  railroads  during  the  period  of  war,  out  by  decision 
of  that  administration  that  control  was  not  assumed. 

PEDDLER  CARS  NOT  PEDDLERS. 

In  connection  with  operation  of  the  refrigerator  cars  there  has 
been  some  conmient  as  to  the  route  car,  or,  as  designated  by  Mr. 
Colver,  the  "  peddler  "  car.  I  should  like  to  say  a  word  about  this. 
The  route  car  is  one  of  the  means  bjr  which  meat  is  distributed  to 
those  towns  not  large  enough  to  maintain  a  branch  house  or  dis- 
tributing agency  or  even  to  enable  the  retailer  to  order  his  meats 
in  carload  lots.  The  accusation  is  that  the  cars  are  used  to  ^'  peddle  ^ 
meats  and  thus  hurt  the  business  of  the  local  butchers.  It  is  not 
true  that  this  is  a  peddling  proposition.  These  cars  are  certainly  of 
great  advantage  and  benefit  to  the  local  butchers  as  well  as  the 
consumers,  and  were  brought  into  existence  to  meet  the  present 
requirements  of  the  communitv  at  large  and  can  not  fairly  be 
considered  as  an  advantage  to  the  packers  so  much  as  an  advantage 
to  the  people. 

If  the  community  were  sufficiently  large,  carload  lots  could  be 
shipped  to  these  various  points  to  much  greater  advantage  to  the 
packer  and  at  a  considerable  less  expense.  But  the  demand  in  the 
small  place  is  as  urgent  as  it  is  limited;  the  retailers  and  the  con* 
suniers  there  must  have  fresh  meats,  but  they  can  not  take  them  in 
large  shipments;  therefore  the  route  car  is  indispensable  to  the 
people  of  the  small  towns. 

It  is  far  more  expensive  to  ship  in  this  way  than  to  ship  by  the 
full  carload.  Every  time  one  of  tnese  cars  is  cut  out  of  a  train  and 
put  on  a  siding  the  packer  must  pay  from  $3  to  $5  in  addition  to  all 
the  other  transportation  charges,  and  a  car  makes  many  such  stops 
in  the  course  of  covering  the  route  of  small  towns. 

The  question  might  be  asked:  Why  not  ship  by  local  freight! 
Because  meat  would  not  arrive  in  good  condition.  Another  reason 
for  not  shipping  by  local  freight  is  that  no  dependence  can  be  placed 
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upon  the  arrival  of  meat  thus  shipped  at  a  certain  destination  at  any 
specific  time.  In  short,  this  way  is  too  slow  and  too  unreliable  for 
tne  transportation  of  fresh  meats  and  meat  products. 

The  car-route  salesman  visits  all  the  towns  along  his  route  and 
takes  orders  for  shipments  to  be  made  on  a  specific  day,  stipulating 
that  the  car  shall  arrive  at  each  place  at  a  certain  day  and  hour — 
to  be  met  hj  the  wagons  of  the  retailers  of  that  town.  This  method 
of  delivery  is  carried  out  regularly  once  or  twice  a  week  as  occasion 
demands,  msuring  the  consumer  the  delivery  of  his  meats  in  the  very 
best  condition. 

We  do  not  sell  to  consumers,  but  reach  them  through  the  meat 
dealers  in  the  various  towns,  and  our  method  of  putting  the  meats 
in  their  hands  enables  them  to  get  a  fresh  supply  at  very  short  notice, 
which  could  not  be  done  without  the  route  car. 

CARS  MUST  BE  AVAILABLE. 

I  could  see  no  particular  objection  to  the  refrigerator  and  other 
specially  constructed  cars  for  the  handling  of  live  stock  and  their 
products  being  owned  and  operated  by  the  Government  or  railroads, 
provided  the  packing  plants  were  at  all  times  insured  an  adequate 
supply  of  cars  and  prompt  handling  therein  of  their  products.  If 
cars  are  not  available  at  all  times  and  in  sufficient  numbers,  we  shall 
perforce  be  compelled  to  suspend  or  reduce  the  purchase  and 
slaughtering  of  meat  animals,  and  that  will  result  in  losses  to  the 
producer  and  shortage  and  higher  prices  to  the  consumer.  The 
thou^t  occurs,  can  an  adequate  supply  be  furnished  by  any  agency 
other  than  the  packers  themselves*  I  may  again  refer  you  to  the 
Interstate  Commerce  Commission  in  its  decision  in  the  matter  of 
private  cars,  Docket  4906.    They  say : 

The  packers  who  are  the  largest  users  of  refrigerator  cars,  including  meat 
cars,  state  that  they  are  perfectly  willing  that  carriers  should  own  all  cars 
used  by  them,  **  provided  they  are  insured  at  all  times  an  adequate  supply." 
The  proviso  qualifies  their  acceptance  of  the  principle  to  the  extent  of  prac- 
tically nullifying  it.  If  all  cars  were  owned  and  furnished  by  carriers  In 
times  of  shortage,  the  packers  as  well  as  other  shippers  of  like  traffic,  would 
be  entitled  to  no  more  than  their  fair  share  of  all  cars  available.  No  class 
of  cars  in  railroad  service  is  used  more  effectively  than  the  cars  owned  by 
large  shippers.  ♦  ♦  ♦  Xhe  carriers  of  the  country  could  not  as  effectively 
handle  the  entire  refrigerator  and  tank  car  equipment  as  is  now  done  by  the 
intervention  of  private  owners. 

Armour  &  Co.  at  present  have  only  sufficient  cars  to  supply  our  re- 
ciuirements,  and  it  is  only  by  exercising  the  greatest  care  and  vigilance 
that  we  get  the  maximum  service  out  of  the  minimum  numoer  of 
cars.  We  do  not  invest  in  these  cars,  which  are  very  expensive  and 
not  profitable,  unless  the  business  requires  it;  hence  we  do  not  build 
or  acquire  cars  beyond  our  need.  To  take  these  cars  and  distribute 
them  amongst  others  would  be  no  advantage  to  anyone,  as  Armour 
&  Co.  have  only  such  number  as  we  need,  and  if  taken  away  from  us, 
naturally  our  business  must  be  decreased  to  that  extent.  If  it  is 
thought  advisable  that  the  Government  should  furnish  refrigerator 
cars,  acquire  or  operate  them  for  the  benefit  of  anybody  in  the  pack- 
ing business,  the  solution  would  most  naturally  be  to  acquire  and  con- 
struct new  and  additional  cars,  renting  or  leasing  them  to  such  ship- 
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pers  as  desire,  including  ourselves,  and  not  to  take  away  cars  from 
those  needing  them  and  already  using  them  to  the  best  advanta^ 

SUFEBIOR  SERVICE  NO  CRIME. 

If  we  are  at  fault  for  having  speedier  service  than  the  small  com- 
petitor has,  then  the  grocer  who  has  a  motor  delivery  truck  is  takin^^ 
an  unfair  advantage  of  his  competitor  who  sticks  to  the  horso-drawn 
vehicle. 

If  Chairman  Colver  reflects  the  attitude  of  the  Federal  Trade 
Commission  in  giving  the  impression  that  our  superior  service  is  an 
unfair  advantage  over  our  competitors,  then  how  will'  there  ever  be 
progress  to  the  advantage  of  the  general  public  ? 

The  refrigerator  cars  are  the  trunk  and  branches  of  the  tree  which 
represents  the  fresh-meat  business.  We  could  no  more  engage  to 
deliver  fresh  meat  at  all  times  and  all  seasons  without  a  full  and  con- 
tinuous supply  of  refrigerator  cars,  than  could  the  leaves  of  the  tree 
live  separate  from  the  branches. 

•  And  the  fresh-meat  business  is  to  the  food  purveying  business  just 
what  the  news  is  to  a  daily  paper.  The  ability  to  print  the  day's  hap- 
penings is  what  gives  a  newspaper  circulation  and  standing,  but  it 
IS  the  advertisements  which  pay  the  bills.  It  is  possible  for  the  novice 
to  think  of  a  paper  prospering  without  any  revenue  from  advertis- 
ing, and  I  understand  that  some  have  disastrously  tried  the  experi- 
ment. The  head  of  the  Federal  Trade  Commission  will  tell  you  if 
you  ask  him  that  the  successful  newspaper  of  this  day  and  a^  is  one 
which  is  able  to  fill  about  60  per  cent  of  its  colunms  with  paid 
advertisements,  and  which  seeks  to  make  itself  more  attractive  to 
prospective  buyers  by  adding  to  its  news  such  outside  lines  as  are 
usually  found  in  fiction  magazines,  children's  books,  cook  books,  and 
physical-culture  treatises,  not  to  mention  the  numerous  other  things 
that  the  daily  press  supplies  us  with  over  and  above  the  day's  news. 

The  fresh-meat  trade  is  the  *'  news  "  of  the  packing  industry  as  it 
is  constituted  to-day.  The  by-products  and  some  of  the  side  lines  arp 
the  advertisements  which  pay  the  bills,  and  the  rest  of  the  side  lines 
are  the  "  features  "  which  help  make  our  service  more  attractive  to 
customers. 

That  is  why  we  are  competing  with  the  wholesale  grocers  in  the 
handling  of  some  food  products  which  seem  unrelated  to  the  business 
of  meat  packing. 

It  is  not  true  that  our  competition  is  unfair  to  the  grocers,  it  is  not 
true  that  our  engaging  in  outside  lines  is  detrimental  to  the  interests 
of  cither  the  producing  or  the  consuming  public.  Chairman  Colver's 
testimony  again  furnishes  the  answer  to  tne  charge.  His  statements 
reveal  the  fact  that  in  some  lines  we  can  undersell  many  of  the  whole- 
sale grocei*s.  I  have  no  doubt  that  he  is  in  possession  of  facts  showing 
that  we  generally  pay  the  producers  more  than  do  many  of  our 
competitors. 

Relative  to  this  matter  of  enga^ng  in  side  lines,  I  callvour  atten- 
tion to  the  statement  by  the  chairman  of  the  Federal  Trade  Com- 
mission wherein  he  said : 

The  who] 080 le  in*(M'ei**t<  profit  ebonies  from  his  numtrouM  tiiroovers  which  the 
handling  of  a  large  nunilier  of  oonimoditieft  makes  poeslble.  If  a  wbolenle 
grocer  had  only  one  line,  a  larger  margin  of  profit  would  more  often  be  neces- 
sary to  net  him  the  same  amount  of  money  that  he  makes  at  present. 
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I  desire  to  adopt  this  statement  as  additional  justification  for  our 
being  engaged  in  various  lines  just  to  show  the  extent  to  which 
wholesale  grocers  have  gone  in  for  what  some  may  call  unrelated 
lines.  My  attention  has  been  called  to  a  bill  of  goods  which  Armour 
&  Co.  bought  recently  from  a  wholesale  grocer.  It  contained  more 
than  40  items,  and  not  a  single  one  of  them  could  be  used  for  food, 
except  by  an  ostrich. 

NO  CONTROL  OF  QROCERIES. 

The  sponsors  of  the  pending  legislation  will  hardly  take  that  posi- 
tion, but  they  do  say  that  we  are  putting  the  little  fellows  out  of 
business  and  that  eventually  we  will  dominate  the  trade.  In  fact, 
the  Federal  Trade  Commission  has  charged  us  with  dominating 
many  of  these  outside  food  lines  right  now.  I  have  taken  pains  to 
find  just  what  our  business  in  these  particular  grocery  lines  amounts 
to,  and  the  facts  do  not  accord  with  the  charges.  Armour  &  Co.'s 
total  business  in  these  lines  represents  only  4.6  per  cent  of  our  gen- 
eral business,  and  a  large  part  of  this  4.6  per  cent  is  for  items  which 
we  have  exported  to  the  remote  comers  or  the  earth,  and  no  part  of 
such  shipments  could  possibly  come  within  the  territory  served  by 
the  wholesale  grocers.  It  is  by  reason  of  our  world-wide  organiza- 
tion that  we  are  able  to  do  this  and  thereby  correspondingly  increase 
the  foreign  trade  of  this  country.  It  is  important  that  your  com- 
mittee be  advised  that  we  do  not  own  and  have  no  interest,  direct  or 
indirect,  either  as  a  corporation  or  as  individuals,  in  the  canneries 
which  pack  salmon,  tuna,  or  other  fish,  and  vegetables.  The  prod- 
ucts in  these  lines  which  we  handle  are  put  up  according  to  our  order 
and  specifications  by  independent  firms  from  whom  we  purchase 
them  as  do  jobbers.  It  will  interest  producers  to  know  that  in  order 
to  help  the  fruit  growers  of  California  to  get  more  for  their  products 
without  it  costing  the  consumer  more,  we  have  under  consideration 
a  plan  to  aid  them  to  finance  a  cooperative  fruit-packing  plant  of 
their  own.  We  expect  to  do  the  distributing  for  them.  We  own  two 
grapejuice  factories  and  two  other  plants  which  preserve  fruits  for 
the  soda-fountain  trade. 

We  are  not  engaged  in  the  retail  business  and  we  have  no  intention 
of  adding  the  woes  of  retailing  to  the  burdens  of  manufacturing  and 
distributing. 

If  we  are  to  be  criticized  for  cataloguing  and  selling  a  very  limited 
number  of  food  lines  not  directly  produced  from  live  stock,  what 
shall  be  said  of  the  great  catalogue  houses,  wholesale  and  retaid  dry 
goods  and  department  stores?  The  catalogues  of  some  of  these  cover 
practically  every  item  in  use  by  man  or  consumed  by  man  or  beast. 

Complaint  is  made  to  you  that  we  can  ship  more  cheaply  because 
our  multiplicity  of  products  makes  it  possible  for  us  to  utilize  full 
cars  and  that  we  benefit  by  getting  the  comparatively  smaller  tariff 
which  railroads  charge  for  such  shipments.  The  full-car  rate  is  no 
less  to  us  than  it  is  to  all  other  shippers.  Shippers  in  every  depart- 
ment of  industry  enjoy  the  same  right. 

PACKER  BRANCH  HOUSES. 

The  fourth  general  recommendation  of  the  Federal  Trade  Com- 
mission aims  at  the  segregation  from  the  packing  industry  of  cold- 
storage  warehouses  and  marketing  facilities,  such  as  branch  houses. 
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The  theory  of  this  proposed  legislation,  as  stated  by  Mr.  Colver,  is 
that  at  the  end  of  the  transportation  of  fresh  meat  proper  frei^t 
houses  should  be  provided  for  its  receipt  and  care  just  as  proper 
freight  houses  are  prepai-ed  for  the  receipt  and  care  of  other  merchan- 
dise, and  that  such  freight  houses  should  be  open  to  all  on  equal  terms. 

This  is  in  itself  a  statement  of  a  principle  which  one  perhaps  might 
not  disagree  with,  but  the  deduction  he  draws  from  this  is  that  branch 
houses  established  by  packers  aire  mere  freight  houses,  and  should  be 
so  acquired  or  licensed  for  the  purpose  of  being  generally  freight 
houses  for  the  receipt  of  fresh  beef  from  all  shippers  on  equal  terms. 

The  premises  on  which  Mr.  Colver  proceeds  are  altogether  inac- 
curate. The  packers'  branch  houses  are  not  freight  houses  for  the 
receipt  and  storage  of  fresh  meat  at  all.  They  are  both  marketing 
and  manufacturing  facilities.  Armour  &  Co.  operate  351  branch 
houses,  each  one  maintained  for  the  express  purpose  of  so  distribut- 
ing their  products,  the  greater  percentage  of  which  are  highly  perish- 
able, in  such  prompt  and  expeditious  manner  as  will  insure  their 
reaching  the  trade  and  the  consumer  in  the  best  possible  condition^ 
Upward  of  half  these  branches  are  equipped  with  refrigerator  ma- 
chinery, and  40  per.  cent  of  them,  located  in  larger  centers,  have 
within  themselves  and  exercise  the  facilities  for  turning  raw  material 
into  finished  products,  smoking  meats,  boiling  hams,  and  manufac- 
turing[  sausage  to  the  extent  of  millions  of  pounds  weekly.  This  i^ 
necessitated  by  trade  requirements  and  in  order  that  we  may  be  on  an 
equal  footing  with  local  packers  operating  killing  establishments. 
These  are  the  primary  purposes  of  branch  houses.  They  are  equipped 
with  coolers,  because  tnat  is  necessary  to  preserve  the  meat  pending 
sale,  but  their  chief  functions  are  manufacturing  and  selling.  Tlie 
coolers  in  most  of  the  branch  houses  are  large  enough  only  to  accom- 
modate one  or  perhaps  two  carloads  of  fresh  meat,  so  that  they  could 
not  be  considered  in  any  sense  freight  houses  which  imply  a  larse 
storage  capacity.  They  carry  only  sufficient  cooler  space  for  the  needs 
of  their  marketing  business  in  the  locality  where  they  are  located, 
and  the  turnover  is  usuallv  everv  week  or  every  two  weeks  at  the 
most.    Fresh  meat  must  be  disposed  of  while  in  a  fresh  condition. 

In  a  great  many  of  the  cities  where  we  are  represented,  aside  from 
the  fact  of  having  competition  among  branch  houses,  there  are  com- 
mission merchants  who  have  the  necessary  facilities  and  who  handle 
products  for  anyone  who  desires  to  ship.  Any  packer  who  desires  to 
find  an  outlet  for  his  product  may  use  a  commission  firm  or  himself 
establish  a  branch  house.  There  is  nothing  to  restrict  him  from  so 
doing  at  any  point  on  the  map  where  he  desires  to  locate. 

While  we  are  on  this  subject  of  branch  houses,  let  me  say  that  they 
are  very  generally  regarded  as  of  great  benefit  to  the  communities  in 
which  they  are  located.  Their  value  to  a  city  is  such  that  if  we  were 
to  consider  closing  one  of  them  the  chamber  of  commerce  or  other 
representative  bodies  of  the  place  affected  would  take  steps  at  once 
to  prevent  us  doing  so. 

COLD  SrORAQC. 

There  is  a  marked  distinction  between  a  branch  house  or  distrib- 
uting station  and  a  cold-storage  warehouse.  The  live-stock  end  of 
this  Dusiness  is  seasonal ;  in  other  words,  there  are  certain  seasons  of 
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the  year  when  we  have  a  much  larger  movement  of  live  animals  to 
market  than  the  distributive  facilities  can  take  care  of  in  product,  or 
the  market  itself  can  absorb. 

It  is  our  purpose,  and  I  believe  the  purpose  of  all  packers,  to 
slaughter  their  purchases  from  day  to  day  and  clean  up  their  live 
stock  at  the  end  of  the  week.  It  is  necessary  in  the  handling  of 
this  product  to  have  a  certain  amount  of  cold  storage  at  the  slaugh- 
tering plants ;  it  is  necessary  to  provide  cold  stora^  for  the  product 
in  transit  which  is  done  by  means  of  the  refrigerator  car  and, 
further,  it  is  necessary  to  provide  a  limited  amount  of  cold  storage 
at  the  distributing  markets  which  is  done  at  the  branch  house. 

Cold-storage  plants  are  necessary  in  the  handling  of  perishable 
products.  We  own  but  an  infinitesimal  proportion  of  the  cold- 
storage  capacity  of  the  country.  Armour  &  Co.  have  only  sufficient 
for  their  own  needs.  Frequently  we  have  to  go  out  and  rent  cold- 
storage  space  in  public  cold-storage  warehouses. 

MARKETING  PROBLEM  SOLVED. 

The  whole  Question  of  marketing  is  most  important.  Too  few 
people  realize  now  essential  is  the  business  of  distribution.  People 
are  quick  to  see  the  need  for  adequate  production,  but  slow  to  under- 
stanu  that  no  amount  of  production  would  be  adequate  unless  there 
are  adequate  facilities  for  distribution.  A  mountain  of  food  is 
worthless  100  miles  away  from  starving  people — ^unless  there  exists 
the  facilities  for  getting  the  food  to  the  people  or  the  people  to  the 
food. 

The  function  of  Armour  &  Co.  is  to  collect  the  stores  of  food,  make 
it  edible,  and  take  it  to  the  consuming  center.  Unless  that  work  is 
done  and  done  well,  it  is  fatal  to  the  producer  and  consumer  alike. 

But  our  conception  of  dutv  to  the  producer  and  consumer  is 
broader  than  that  of  mere  middle  man.  It  is  of  benefit  to  the  pro- 
ducer that  we  develop  markets  and  help  create  demand  for  his  prod- 
ucts. When  there  is  an  overproduction  of  some  commodity,  the 
producer  faces  ruin,  unless  the  demand  for  that  particular  com- 
modity can  be  stimulated  to  a  point  which  will  make  it  possible  for 
him  to  dispose  of  his  supply  without  undue  loss.  The  consumer 
might  benent  for  a  time  it  a  glutted  market  sent  prices  down,  but  he 
would  suffer  the  following  season  by  reason  of  the  reduced  pro- 
duction resluting  from  the  losses  occasioned  by  the  glut. 

FIND  DISTANT  BUrERS. 

A  county  agent  from  down  in  Illinois  somewhere  lost  his  antago- 
nism toward  the  packers  one  day  when  he  was  struck  by  the  full  force 
and  effect  of  a  little  statement  that "  the  big  packer  connects  the  stock 
raiser  in  Grundy  County  with  the  market  m  China."  Just  what  it 
meant  to  the  producer  to  have  an  agent  who  would  find  a  market  for 
his  product,  even  if  that  market  was  hidden  away  in  the  Orient,  had 
never  received  this  county  agent's  attention  before. 

I  do  not  know  who  is  gomg  to  take  care  of  this  most  important 
function  of  market  finding  if  the  big  packers  are  crippled,  as  some  of 
our  critics  counsel.  It  is  one  of  the  justifications  of  our  size  and  the 
completeness  of  our  organization  that  we  are  able  to  extend  this 
service  of  market  finding  to  the  producer. 
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We  i>erform  a  similar  important  service  for  the  consumer — that 
of  furnishing  him  with  alternatives  whenever  a  commodity  becomes 
scarce  or  so  high  in  price  as  to  cause  concern. 

DISTRIBUTINO  RICE. 

The  rice  situation,  which  has  been  referred  to  by  Mr.  Colver  before 
a  congressional  committee,  furnishes  a  concrete  example  of  this  very 
service.  You  will  recall  that  there  was  a  potato  shortage  several 
years  ago  and  prices  became  prohibitive  to  many  people.  There  was 
a  demand  for  something  to  take  the  place  of  potatoes,  and  those  who 
are  informed  on  food  matters  recommended  rice.  Rice,  however,  had 
no  adequate  national  distribution.  There  were  no  standards  which 
prevailed  all  over  the  country  and  no  particular  effort  had  been 
directed  toward  creating  a  demand  for  it  Many  of  the  rice  growers 
of  the  South  struggled  along  for  years  and  made  little  or  no  profit 
from  their  labor. 

Armour  &  Co.'s  distributive  organization  offered  a  ready  means 
for  making  rice  available  everywhere  and  so  helping  to  relieve  the 
potato  shortage.  We  went  into  the  rice  business  as  a  public  necessity 
as  well  as  for  business  reasons,  and  if  it  be  true,  as  has  been  said  by 
Mr.  Colver,  that  we  are  to-day  the  lai:gest  handlers  of  rice,  it  is  due 
entirely  to  the  fact  that  we  had  the  proper  distributive  vehicle  avail- 
able for  the  emergency  and  not  due  to  any  particular  planning  or  any 
genius  on  our  part. 

The  rice  growers  of  Texas,  Louisiana,  and  the  Carolinas  can  readily 
attest  the  value  to  their  industry  of  having  our  distributive  machine 
at  their  disposal.  They  are  producing  more  than  formerly  and  being 
adequately  paid  for  their  labor. 

That  rice  advanced  in  price  coincident  to  our  handling  it  was  due 
entirely  to  the  genera]  advance  in  price  at  that  time  of  all  competi- 
tive food  products  and  to  the  introduction  of  new  standards  ana  the 
tremendously  increased  demand  and  not  in  any  way  to  manipulation 
of  any  kind. 

It  would  seem  that  the  pending  legislation  aims  lar^ly  to  correct 
alleged  abuses  set  forth  in  the  report  of  the  Federal  Trade  Commis- 
sion, Part  II,  pages  26  and  27.  The  allegations  made  there  assume 
that  there  is  a  meat  combination  and  so-called  specific  instances  are 
given  to  show  how  it  works. 

I  wish  to  single  out  here  and  explain  one  of  the  letters  found  in 
our  files  and  cited  by  the  Federal  Trade  Commission  to  clinch  its 
contention  that  there  is  in  existence  an  agreement  as  to  division  of 
purchases  of  live-stock  receipts.  I  I'efer  to  the  much-talked-of  "50- 
50''  letter  written  to  me  by  my  nephew,  Philip  D.  Armour.  That 
letter  was  in  the  nature  of  a  report  on  the  conditons  which  Philip 
found  on  the  occasion  of  his  first  vist  to  Denver.  Its  import  can  not 
be  pn)pcrlv  understood  without  moi-e  complete  knowledge  than  can 
be  obtained  from  the  words  in  the  letter  which  said  "  everything  here 
is  on  a  50-50  basis."  Let  me  give  all  the  facts,  and  this  is  the  first 
chance  I  have  had  to  do  so.  And  what  I  say  here  bv  way  of  denial 
to  this  particular  charge  applies  equally  to  every  other  similar  case 
referrecf  to  by  the  commission.  But  to  answer  in  detail  every  such 
charge  would*  fill  volumes. 
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Both  the  present-day  Armour  and  Swift  plants  at  Denver  were 
once  the  property  of  tne  National  Packing  Co.,  which  was  the  out- 
growth in  1903  of  a  proposed  amalgamation  and  absorption  of  a 
number  of  small  plants  purchased  by  the  big  packers  at  that  time, 
and  which  was  to  have  been  underwritten  by  a  group  of  New  York 
bankers  who  undertook  the  enterprise.  By  and  by,  on  accoimt  of  the 
financial  stringency  that  came  over  the  country  in  1904,  these  bankers 
decided  to  witndraw  f roln  the  undertaking.  Some  of  the  largest  of 
the  packers,  including  our  company,  in  order  to  save  their  investment, 
were  compelled  to  take  over  these  smaller  plants^  and  they  were  put 
into  a  separate  corporation— ^the  National  Packing  Co. 

During  the  life  of  the  National  Packing  Co.  its  two  plants  at  Den- 
ver were  so  conducted  that  each  had  approximately  half  of  the  busi- 
nefis.  In  July,  1912,  the  laws  regarding  corporations  and  trusts  were 
SO  interpreted  as  to  make  it  necessary  for  the  various  packers  to  dis- 
continue the  joint  ownership  of  the  National,  and  so  the  concern  was 
voluntarily  dissolved  and  its  component  parts  were  distributed  among 
the  owners,  with  the  knowledge  and  approval  of  the  Government. 
The  holdings  at  Denver  were  divided  thus :  Bonds  on  the  stockyards 
to  Morris  &  Co.,  common  stock  of  the  yards  equally  between  Armour 
and  Swift,  and  the  two  plants,  one  to  Armour  and  the  other  to 
Swift 

When  we  thus  became  owners  of  the  plant  at  Denver  it  was  doing 
approximately  half  of  the  business  done  at  that  packing  center.  .We 
determined  not  to  lose  any  of  that  business  to  Swift,  our  competitor. 
It  was  not  our  intention  then,  nor  is  it  now,  to  let  any  of  our  com- 
petitors get  any  of  our  business  away  from  us. 

Swift,  nowever^  evidently  decided  to  get  some  of  our  business,  for 
before  long  certain  improvements  and  enlargements  were  made  in 
the  Swift  plant,  and  when  Philip  Armour  made  his  first  visit  there 
he  found  that  our  plant  was  not  in  position  to  long  hold  its  own.  So 
he  wrote  to  me  as  follows : 

Denvkb,  October  19,  1915. 
Mr.  J.  O.  Abmoxtb, 

Care  of  Armour  d  Co.,  Chicago^  III.  % 

My  Deab  Uncle  Ooden  :  Just  a  line  to  tell  you  that  Tom  and  I  arrived  here 
from  Fort  Worth  and  had  a  very  pleasant  trip. 

I  can  not  tell  you  how  surprised  I  was  in  going  over  the  plant  here.  Of  all 
the  plants  we  have,  this  one  certainly  needs  our  first  attention.  In  my  opinion, 
the  best  part  of  it  is  as  bad  as  the  worst  part  of  any  of  our  other  plants.  Swift's 
plant,  from  what  I  hear  aiid  from  the  little  I  saw  of  it,  is  far  ahead  of  ours, 
both  as  to  the  size  and  condition.  Of  course,  as  you  know,  everything  here  is 
done  on  a  50-50  basis,  and  with  the  facilities  we  have  it  is  almost  impossible 
to  keep  lip  this  ratio. 

The  force  here  seems  to  be  very  competent.  Mr.  Gebhard  has  been  extremely 
nice  to  us.  The  two  branch  houses  here  are  in  very  good  shape,  but,  of  course, 
the  Armour  &  Co.  branch  is  in  a  very  bad  location.  However,  they  are  doing 
well.  They  have  had  very  good  results  for  this  year  up  to  the  present  time. 
This  Is  not  quite  right.  (See  below.)  The  country  out  here  looks  exceptionally 
good,  and  from  what  I  can  find  out,  things  are  starting  to  boom.  There  isn't 
much  news  outside  of  this. 

I  am  leaving  here  to-morrow  for  Kansas  City,  and  will  be  home  at  the  end 
of  the  week.  We  have  had  a  fine  trip  In  every  way,  but  I  feel  as  if  I  had  left 
Chicago  about  three  months  ago. 

Hope  you  are  well,  and  tbat  everything  is  going  all  right.  Tom  joins  me  in 
kindest  regards. 

Very  sincerely,  yours, 

P.  D.  A. 

Col.  P.  &  P.  Co.  branch  way  behind  but  changes  go  into  effect  November  3 
which  win  help  it  out  a  great  deal. 
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As  a  result  of  his  report,  I  wrote  to  A.  W.  Armour,  who  is  a  vice 
president  of  our  company,  and  whose  duty  it  is  to  pass  on  such  matter 
as  plant  improvements : 

OCTOBEB  22, 1915. 

Mt  Dear  Watson  :  I  think  Philip  is  right  about  this.  That  plant  out  there 
needs  our  first  attention.  The  country  is  a  growing  one  out  there,  and  we  want 
to  have  facilities  to  do  business. 

J.  O.  Abmoub. 

His  reply  follows : 

October  28, 1915. 

Mb.  J.  OoDEN  Armour:  Referring  to  the  attached,  I  think  we  have  reallxed 
the  bad  condition  of  our  Colorado  Packing  Co.  plant  ever  since  it  was  pur- 
chased. Mr.  Connors  called  to  my  attention  that  he  did  not  feel  the  physical 
condition  of  this  plant  at  the  time  we  took  it  from  the  National  was  as  good 
as  the  one  Swifts  got.  We  took  it  on  account  of  Mr.  Gebhard.  The  plans 
for  this  building  are  out,  and  we  ought  to  be  able  to  close  the  contract  the 
first  of  next  week  or  in  10  days. 

A.  W.  Abmoub. 

Knowing  these  circumstances,  I  can  not  believe  anyone  is  so  blind 
as  to  regard  Phil  Armour's  "  50-50  "  letter  as  indicating  any  agree- 
ment. The  very  fact  that  the  Swifts  were  improving  and  enlarging 
their  plant  and  trying  to  increase  their  output  is  positive  demonstra- 
tion in  itself  of  an  attempt  on  their  part  to  get  some  of  our  business 
away  from  us,  and  this  we  resisted,  as  we  think  every  enterprising 
and  successful  merchant  would  do.  We  then  proposed  and  still  pro- 
pose to  maintain  and  increase,  if  possible,  our  hard-fought-for  and 
established  trade. 

ANSWER  TO  C0LX*U8I0N    CHARGES. 

The  Federal  Trade  Commission  report  says  that  the  five  companies 
in  question  act  coUusively  through  their  buyers  in  the  purchase  of 
live  stock,  and  that  they  control  the  market  through  such  practices  as 
*' split  shipments,"  "part  purchases,"  "wiring  on,"  "making,"  and 
"  late  buying." 

"  Split  shipments "  are  nothing  more  nor  less  than  divisions  of 
herds  which  may  be  owned  bv  one  man  or  shipped  bv  one  man  act- 
ing for  a  number  of  them  and  sent  to  two  or  more  ditferent  markets. 
Many  such  "  split  shipments "  are  divided  between  Omaha  and  St. 
Joseph,  Mo.^  two  markets  which  are  less  than  200  miles  apart,  and 
when  a  portion  of  such  a  shipment  arrives  in  Omaha,  and  our  buyers 
there  have  knowledge  of  it,  it  is  but  natural  and  proper  that  they 
wish  to  know  how  their  bid  compares  with  the  price  paid  for  the 
other  portion  of  the  shipment  in  St.  Josei)h.  It  is  untrue  that  there 
is  any  effort  to  prevent  the  shipper  from  getting  a  higher  price  at  one 
market  than  he  gets  at  the  other.  It  is  true,  however,  that  if  the 
buyer  at  Omaha  should  get  the  cattle  for  $13  a  hundrweight  while 
the  man  at  St  Joseph  paid  $13.10,  their  boss  would  want  to  know 
how  his  buvers  came  to  differ  so  much  as  to  the  value  of  the  animals. 
Likewise,  the  comparing  of  notes  here  results  in  a  closer  standardiza- 
tion of  grades.  If  the  man  at  Omaha  calls  them  "  good  "  and  the 
man  at  ot.  Joseph  regards  them  as  "  prime  "  there  is  something  wrong 
with  the  judgment  of  one  of  them,  and  only  the  dressing  percentages 
will  decide  the  true  grading.  It  is  to  the  benefit  of  the  growers  that 
a  good  steer  in  one  market  will  be  rated  as  a  good  steer  in  another, 
ana  ^^ split  shipments"  furnish  one  of  the  b^  ways  to  keep  our 
buyers  on  their  toes  and  their  judgment  keen. 
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.dinothet  element  enters  into  "  split  shipments."  It  is  a  fact  that 
every  market  center  is  in  competition  with  others  and  each  market 
is  desirous  of  attracting  to  itself  as  big  a  supply  as  is  possible.  In 
the  case  which  I  have  just  cited  the  difference  in  the  price  obtained  at 
the  two  markets  would  undoubtedly  result  in  the  owner  sending  his 
future  shipments  to  St.  Joseph,  and  Omaha  would  be  the  loser 
thereby.  The  selfish  interest  of  each  market,  therefore,  is  to  keep 
informed  as  to  prices  paid  in  other  markets,  so  that  the  different 
markets  will  not  lose  their  patrons. 

As  to  "part  purchases."  They  are  not  indicative  of  that  which 
the  Federal  Trade  Commission  would  have  one  believe.  Ofttimes 
a  shipment  of  cattle  is  divided  among  several  pens,  and  a  buyer  will 
frequently  purchase  one  or  two  pens  without  any  consideration  what- 
ever as  to  the  existence  of  more  pens  of  the  same  lot.  If  the  remain- 
ing pens,  then,  are  bought  by  some  other  packer  buyer,  it  is  no  indi- 
cation of  collusion,  even  though  the  same  price  may  be  paid.  This 
charge  fails  to  take  into  consideration  the  fact  that  the  commission 
man  is  a  factor  in  fixing  the  price  and  that  if  he  sells  part  of  his 
shipment  to  Armour  at  a  figure  which  he  regards  as  satisfactory  he 
will  not  take  less  from  any  other  packer  unless  he  has  tO; 

The  practice  of  "  wiring  on  "  is  a  "  bugaboo."  It  is  true  that  very 
often  one  of  our  markets  will  wire  another  something  to  this  effect : 

"  John  Jones  shipping  a  carload  of  cattle  to  your  market.  We  bid 
18.    Would  like  know  what  they  bring." 

That  does  not  mean  that  our  buyer  will  go  out  and  punish  John 
Jones  by  bidding  lower  than  the  $13  per  hundredweight  first  offered 
him.  I  know  of  instances  where  our  second  buyer  has  bid  a  price 
which  justified  John  Jones  in  shipping  on,  and  it  is  not  infrequent 
for  our  head  buyer  to  chide  the  first  one  for  his  poor  judgment  re- 
garding the  worth  of  the  animals.  *'  Wiring  on  "  is  designed  to  en- 
able buyers  to  confirm  their  judgment  or  to  help  them  improve  it. 
If  our  buyer  in  Kansas  City  exercises  such  poor  judgment  that  cattle 
are  constantly  being  shipped  to  Chicago  and  there  bringing  higher 
prices,  it  is  evident  that  the  Kansas  City  buyer  has  faulty  judgment 
and  that  he  ought  to  be  given  other  work  or  put  on  the  pension  roll. 
That  is  the  reason  why  we  "  wire  on,"  and  it  is  not  detrimental  in  any 
way  to  the  best  interests  of  the  producer. 

As  to  "making"  and  "late  buying"  let  me  say  this:  Armour  & 
Co.  have  a  live-sto?k  policy  which  is  pulsed  and  governed  from  Chi- 
cago and  which  applies  to  all  our  plants,  but  we  liave  no  c  onnection 
with  competitors  in  this  respect.  Some  days  we  do  not  go  out  very 
early  because  the  nm  of  stock  may  be  late  gietting  in.  For  example, 
if  the  nm  is  posted  for  20,000,  and  it  is  apparent  that  there  are  only 
3,000  unloaded  and  ready  to  be  offered  for  sale  and  we  do  not  par- 
ticularly need  cattle  at  an  early  hour  that  day,  it  is  natural  and  a 
matter  of  common  sense  that  we  delay  going  out  into  the  pens  until 
such  time  as  a  better  selection  awaits  us.  We  have  no  monopoly  on 
good  judgment  and  it  is  not  surprising  that  under  such  circumstan-  es 
the  buyers  for  other  firms  would  also  remain  off  the  market  till  the 
run  gets  in. 

"percentage"  purchases. 

The  anchor  to  which  all  these  charges  and  those  of  a  siiiiilar  nature 
are  fastened  is  a  chaii;  showing  that  the  five  big  packers  purchase  at 
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the  loading  markets  each  year  peirentapes  of  the  receipts  which  are 
ahiiost  identical  year  in  and  year  out.  That  I  do  not  deny  the  ap- 
proximate result  of  this  chart  of  pei'centages  must  not  be  taken  to 
mean  that  I  admit  the  truth  of  the  f'onchisions  which  the  Fedei*al 
Trade  Commission  has  mistakenly  drawn  tlierefrom.  Those  per- 
centages are  what  experience  over  a  period  of  many  years  has  demon- 
strated as  the  portion  of  the  re(  eipts  we  nuist  have  if  we  are  to  main- 
tain our  standing  and  position  in  the  industry'  and  not  fall  to  the 
rear. 

I  may  say  to  you  that  no  one  eyes  the  fi^re  which  represents  Ar- 
mour's requirements  niore  closely  than  do  the  men  who  are  charged 
with  the  success  or  failure  of  our  business.  If  the  figure  falls  it  would 
indicate  that  we  were  **  slipping,"  to  use  a  slang  expression,  and  you 
ran  rest  assured  that  some  one  would  be  called  on  the  carpet  to  ex- 
plain why.  ExpreFse<l  in  percentages,  it  takes  many  thousand  cat- 
tle to  affect  the  figiires  in  tlie  Federal  Trade  CouunissionV  chart,  and 
there  can  be  a  wide  divergence  in  the  buys  without  it  be  oming 
apparent:  for  example,  we  purchased  H7,0()0  fewer  cattle,  valued  at 
$11,00(),CM)0,  durin;r  tlie  last  year  than  tl\e  (ommission'^  percentage 
table  shows  we  were  entitled  to:  in  other  words,  we  lost  so?ne  ground 
to  our  competitors  during  the  perio<l.  It  is  not  our  wish  to  lose 
ground,  and  some  rather  convincing  explanations  from  the  beef  de- 
partment had  to  l)e  forthcoming.  We  found  that  our  plant  expan- 
sions, great  as  they  had  been,  were  insufficient  to  enable  us  to  keep 
up  with  the  incivjisetl  volume,  and  so  ^ome  of  our  competitoi-s  got 
some  of  the  business  that  we  think  we  should  have  retained.  I  rather 
suspect  that  some  one  or  other  of  o\ir  competitoi*s  is  looking  upon 
his  ficrures  in  this  partieular  phase*  of  the  business  with  considerable 
satisfa<*tion,  and  I  know  tliat  we  would  be  very  mu^h  inclined  to 
retranl  with  favor  a  reom»st  fc>r  fin  inrrea^e  in  salary  from  some  em- 
ployee who  <'ould  show  that  he  had  imrensed  our  business. 

WATCIIIXG  COMPETITORS. 

In  order  to  keep  abreast  of  our  needs  and  satisfy  our  business 
ambition,  it  is  incumbent  upon  us  to  keep  in  closest  possible  touch 
with  all  market  conditions  and  with  the  operations  of  all  our  com- 
petitors. Our  own  men  get  the  live-stock  purchases  at  the  various 
stockyards,  and  we  know  at  the  close  of  the  day  whether  we  have 
bought  as  many  or  more  cattle  than  each  of  our  principal  com- 
petitors. If  our  program  for  the  day  was  to  buy  light,  we  expect 
our  buyei-s  to  come  in  light;  but,  just  the  same,  we  want  to  know 
what  our  competitor  bought,  to  see  whether  they  took  the  same  view 
of  market  conditions  as  we  did;  in  other  words,  to  confirm  our  judg- 
ment. If  we  see  that  they  are  running  heavy  in  their  purchases 
while  we  are  running  ligjit,  we  know  there  is  poor  judgment  some- 
where, either  with  them  or  with  us,  and  that  one  of  us  is  not  pulsing 
the  market  correctly.  If  our  place  and  rank  in  the  trade  is  at  a 
certain  point,  while  that  of  one  of  our  competitors  is  at  a  certain 
point  below  us,  we  watch  him  to  ^ee  that  he  does  not  close  up 
the  gap  and  gain  on  us,  and  no  doubt  he  watches  us  to  see  that  we 
do  not  get  far  away  from  him.  Everyone  is  jealous  of  his  volume, 
and  that  accounts  for  the  fact  that  at  the  end  of  the  year  the  propor- 
tion of  live  stock  is  found  to  have  been  divided  so  uniformly.    In 
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every  competitive  industry  the  same  watchfulness  exists.  In  the 
race  for  success  this  is  no  more  and  no  less  than  vigilant  and  deter- 
mined business  rival^. 

A  fact  which  the  Federal  Trade  Commission  glances  over  all  too 
hurriedly  is  that  our  vigorous  determination  to  do  what  we  consider 
our  hard-fought-for  and  long-established  share  of  the  business  is  a 
benefit  to  the  producer  at  such  times  as  there  is  an  oversupply  on  the 
market.  I  quote  from  Part  II  of  the  report  of  the  Federal  Trade 
Commission  on  the  meat-packing  industry  (p.  46) : 

In  order  to  enjoy  the  advantage  of  a  quota  on  a  short  market^  each  packer 
is  expected  by  the  other  to  support  an  oversupplied  market — that  is,  each  Is 
required  to  take  his  proportionate  share,  whether  he  needs  it  or  not,  and  so 
share  in  the  burden. 

The  commission  does  not  give  the  true  reason  which  causes  us  to 
support  the  market,    I  have  shown  above  what  they  are. 

SELLING    COMFEHTION. 

The  same  summary  of  the  Federal  Trade  Commission  charges 
practices  in  the  selling  end  of  the  business  which  are  comparable  to 
those  alleged  in  the  buying  end. 

The  whole  case  of  the  Federal  Trade  Commission  seems  based  on 
certain  isolated  letters  found  in  our  files  and  which  unexplained 
pretendedly  fit  in  with  their  theory.  I  call  your  attention  to  the  fact 
that  we  employ  upward  of  60,000  persons,  and  it  would  be  surprising, 
indeed,  if  there  were  not  in  existence  letters  written  by  various  of 
our  energetic  and  ambitious  men  in  more  or  less  important  positions 
which  might  seem  to  lend  color  to  any  prejudged  theory  which  the 
"  hungry  for  discovery  "  Trade  Commission's  examiners  were  trying 
to  prove.  The  Federal  Trade  Commission  has  seized  upon  corre- 
spondence between  a  man  in  our  head  office  and  the  superintendent 
of  one  of  our  branches,  and  hj  that  correspondence  it  has  built  up 
an  indictment  charging  collusion.  I  read  at  random  from  page  36 
in  the  Summary  of  the  Eeport  of  the  Federal  Trade  Commission  on 
the  Meat  Paclang  Industry: 

It  is  certain  that  !>y  no  means  all  the  a/in'oements  in  effect  between  the  big 
packers  came  to  the  attention  of  the  commission.  Thus,  for  example,  we  have 
evidence  of  an  agreement  on  lard  comi>oiind,  which  was  made  at  the  time  the 
commission's  investigation  was  being  vigorously  pressed  and  came  to  light  only 
by  chance: 

Letter.  Armour  &  Co.  to  H.  O.  Sharpnack  (Armour's  branch  house  super- 
intendent at  Pittsburgh),  dated  January  24,  1918: 

"Its  always  been  our  understanding  that  if  our  organization  had  the  same 
price  as  the  other  fellow,  that's  all  they  need.  This  is  certainly  a  fact  on 
substitute  since  January  14,  and  wo  will  be  very  much  surprised  if  your  terri- 
tory does  not  triple  its  business  each  month.  We  do  not  recall  having  such- an 
opportunity  in  the  history  of  the  firm,  and  if  this  practice  is  maintained,  ita 
a  pretty  safe  bet  we  will  get  our  share." 

This  was  followed  on  January  28,  1918,  by  a  circular  from  H.  G.  Sharp- 
nack to  all  managers  giving  the  following  instructions : 

**  Plea.se  elve  this  compound  all  attention  possible.  Everybody's  price  must 
be  the  same  as  yours.  If  you  find  any  deviation  make  doubly  sure  that  you 
are  right  by  seeing  the  bill,  noting  the  date  of  same,  quantity  sold,  and  the 
price,  and  let  me  have  it." 

This  so  pleased  Armour  &  Co.  that  on  January  30,  1918,  L.  L.  Whelen,  of 
Armour's  lard  department,  wrote  Sharpnack: 

"Very  glad  to  note  your  cooperation  on  White  Cloud  as  per  your  circular 
to  houses  dated  the  28th.    In  this  connection,  however,  it  occurs  to  us  that  we 
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Sbould  not  make  any  noise  about  competitors*  prices  being  identicalt  etc. 
Under  present  conditions,  this  is  not  advisable,  as  yoa  are  undoubtedly  aware. 
Also  you  might  destroy  this  letter  on  the  subject." 

Evidence  of  other  agreements  might  be  quoted  at  length,  and  they  will 
api)ear  in  the  rex)ort.  The  quotations  already  made  would  seem  to  answer 
affirmatively  the  President's  question: 

''Are  there  manipulations,  controls,  trusts,  combinations,  conspiracies,  or  re- 
straints of  trade  out  of  harmony  with  the  law  or  the  public  interest?  '* 

'*  We  will  not  elaborate  on  the  fact  that  these  agreements,  combinations,  and 
pools  are  continuing  conspiracies.  So  far  as  the  meat  pools  are  concerned, 
this  proved  not  only  by  the  present  continuance  of  the  agreed-upon  dlviaions 
of  live-stock  purchases,  but  by  letters  of  recent  date. 

In  the  case  of  the  agreements  and  conspiracies  regarding  cheese  and  lard 
substitute,  the  evidence  presented  relates  entirely  to  matters  which  have  oc- 
curred within  the  last  two  years  and  which  there  is  no  reason  to  believe  have 
been  changed  by  later  events. 

The  fact  of  the  matter  is  that  the  price  referred  to  in  this  corre- 
spondence was  one  which  was  reached  at  the  express  request  of  and 
in  cooperation  with  the  Food  Administration.  This  is  a  fact  which 
could  very  easily  have  been  developed  by  the  Federal  Trade  Com- 
mission if  it  haa  made  any  eflfort  to  do  so  or  had  given  us  an  oppor- 
tunity to  explain  the  correspondence  in  question.  And  this  acutely 
illustrates  what  I  mean  when  I  say  the  work  of  the  commission  has 
been  ex  parte  and  no  chance  given  us  to  be  heard  or  even  to  explain. 
Because  of  such  untrue  charges  widelj;  and  repeatedly  given  to  the 
public,  we  have  suffered  grave  and  serious  injustice  and  irreparable 
mjury. 

These  prices  resulted  from  the  efforts  of  the  cottonseed  division  of 
the  Food  Administration  to  stabilize  the  cottonseed  industrj'.  It  de- 
veloped after  considerable  effort  and  investigation  that  the  maximum 
result  in  the  crushing  facilities  of  the  country  could  only  be  obtained 
by  the  stabilization  of  not  only  the  raw  material  but  also  of  all  the 
manufactured  by-products  of  cotton  seed. 

Cottonseed  oil  is  used  in  the  manufacture  of  lard  substitutes,  which 
is  one  of  the  by-products  of  cotton  seed  and  the  most  valuable  of  its 
in^edients. 

The  manufacturers  of  lard  substitutes  were  called  to  Washington 
about  the  middle  of  October,  1911,  where  a  conference  was  held  with 
the  Food  Administration.  The  representatives  of  the  Food  Admin- 
istration requested  the  cooperation  of  these  manufacturers  to  facili- 
tate the  stabilization  of  the  cottonseed  industry.  At  an  adjourned 
meeting  it  was  pointed  out  that  this  could  only  be  accomplished  as  a 
war  necessity  and  under  the  supervision  of  the  Food  Administration. 
The  matter  was  taken  under  advisement,  and  the  manufacturers  were 
again  called  to  Washin^on  about  the  middle  of  November.  A  plan 
was  outlined  for  stabilizing  the  refined  oil  and  lard  substitute 
branches  of  the  industry,  which  contemplated  a  fixed  price  for  the 
lard  substitutes  at  a  fixed  differential  over  and  above  the  cost  of  the 
raw  material.  This  was  finally  approved  bv  the  Food  Administra- 
tion,  and  a  meeting  was  held  in  Chicago,  un^er  date  of  December  12, 
1917,  between  the  representatives  of  the  manufacturers  of  lard  sabeti- 
tutes  and  a  representative  of  the  Food  Administration.  The  minutes 
of  that  meeting  show  that  each  of  the  parties  present,  of  themselves 
and  without  connection  with  the  others,  promised  the  Food  Adminis- 
tration in  the  presence  of  the  representative  of  the  Food  Adminiatra- 
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tion  that  they  would  cooperate  to  the  extent  of  stabiliziBj^  prices. 
The  matter  was  finally  put  in  permanent  form  by  a  circular  issued  by 
the  United  States  Food  Administration  under  date  of  December  28, 
1917,  and  addressed  to  '^  Refiners  and  Lard  Substitutes  Manufactur- 
ers."  This  circular  reads  thus : 

In  order  to  stabilize  the  cottonseed  industry,  to  translate  the  price  obtained 
by  the  producer  directly  into  the  price  paid  by  the  consumer  for  the  finished 
product,  to  assure  a  liberal  return  to  those  performing  necessary  manufacturing 
services  in  producing  the  finished  product,  the  Food  Administration  has  estab- 
lished the  following  spreads  or  differentials : 

For  the  buying  and  selling  of  cotton  seed  by  seed  merchants,  not  exceeding 
$2  per  ton,  plus  customary  loading  charges. 

For  the  crushing  of  cotton  seed,  including  bags,  all  manufacturing  costs, 
and  profits,  not  exceeding  $13  per  ton. 

For  the  refining  of  crude  cottonseed  oil,  not  exceeding  3  per  cent  on  the 
gross  sales  of  loose  refined  oil. 

For  the  manufacturing  of  lard  compound  from  crude  cottonseed  oil,  not 
exceeding  5  cents  per  pound  between  the  selling  price,  delivered  jobbing  cen* 
ters,  tierce  basis,  and  the  price  of  basis  prime  crude  oil  f .  o.  b.  mills,  with  1  cent 
per  pound  additional  for  packaged  goods. 

By  voluntary  agreement  of  the  great  majority  of  manufacturers  of  lard 
compound  in  the  United  States  it  has  been  agreed  that  lard  compound  will  be 
sold  by  them  at  22^  cents  a  pound  delivered  average  jobbing  points,  tierce 
basis.  From  this  you  will  see  that  the  Food  Administration  regards  17^  cents 
per  pound  as  a  fair  price  to  be  paid  to  the  crusher  for  crude  cottonseed  oil  at 
all  points.  All  oil  should  be  purchased  from  the  crude  mills  at  the  same  price 
without  regard  to  location. 

All  elements  in  the  business  to>day  are  expected  to  cooperate  to  bring  about 
the  best  results  and  to  prevent  any  undue  congestion  at  any  one  point  or  In 
any  one  factory.  It  must  be  the  desire  of  all  to  keep  the  cotton  seed  and  its 
products  moving  in  a  regular  uninterrupted  and  continuous  channel  from 
producer  to  consumer.  To  this  end  your  tank-car  equipment  should  be  utilized 
upon  a  cooperative  plan,  if  necessary,  to  relieve  any  congestion  at  any  crushing 
point.  The  liberal  spread  or  differential  of  5  cents  per  pound  is  intended  to 
induce  you  to  carry  the  full  amount  of  oil  permitted  by  your  facilities. 

We  desire  that  you  write  us  that  we  will  have  your  cooperation  in  the  mat- 
ter, and  that  you  fully  understand  the  same.  Hereafter  will  you  please  ad- 
dress your  communications  to  the  Food  Administration  for  the  attention  of 
Mr.  Pyle? 

This  circular  was  reissued  in  a  more  condensed  form,  under  date  of 
January  5,  1918. 

It  should  be  noted  that  all  of  these  negotiations  above  referred  to 
and  the  two  circulars  just  mentioned,  issued  by  the  Food  Administra- 
tion, were  prior  in  date  to  the  correspondence  auoted  by  the  Federal 
Trade  Commission  in  its  effort  to  show  that  tne  packers  were  in  a 
secret  agreement  as  to  the  price  at  which  they  would  sell  lard  substi- 
tutes. 

The  facts  which  we  hav«  detailed  above  show  conclusively  that  the 
Federal  Trade  Commission  was  wrong  in  the  conclusions  which  it 
drew  frorii  the  correspondence  in  question,  which  could  have  been  very 
readil^^  explained  if  we  had  been  granted  an  opportunity  to  do  so. 
This  ffltuation  shows  very  clearly,  as  I  have  said,  the  unfairness  and 
the  injustice  which  may  result  from  an  ex  parte  proceeding  such  as 
this  investigation  of  the  Federal  Trade  Commission  has  been  from 
beginning  to  end. 

It  is  said  that  the  five  big  packers  exchange  information  regarding 
margins  realized  in  the  sale  of  meat.  We  do  not  knowingly  give  in- 
formation to  our  competitors  about  our  margins,  but  we  have  no 
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doubt  that  they  are  as  interested  in  ours  as  we  are  in  theirs  and  that 
they  make  as  much  of  an  effort  to  find  out  what  we  are  doinff  as  we  do 
about  what  they  are  doing.  We  do  not  know  how  we  could  compete 
with  other  firms  unless  we  keep  ourselves  informed  as  to  their  prices, 
and  we  do  not  regard  it  as  a  violation  of  business  ethics  to  attempt 
to  find  out  from  the  trade  the  facts  about  which  we  are  concerned. 
In  every  line  of  commercial  activity  these  practices  are  in  daily  use 
and  are  regarded,  as  they  in  fact  are,  honorable  and  legitimate  in 
every  way. 

As  to  inspection  of  one  another's  stocks  of  fresh  meats,  that  is  not  a 
fair  presentation  of  the  matter.  Hardly  a  day  passes  but  what  some 
branch  house  manager  complains  that  he  is  short  on  beef  carcasses 
whereas  his  competitor  has  plenty.  Sometimes  we  are  loathe  to 
believe  that  and  we  make  efforts  to  find  out  whether  it  is  a  fact  or 
whether  our  branch  house  man  is  mistaken.  Here  again  it  is  simply 
a  case  of  learning  what  the  competition  is  which  we  have  to  meet. 
And  this  is  always  done  in  every  avenue  of  business  everywhere. 

NO  JOINT  ACTION. 

The  chargjB  that  there  is  joint  action  in  underselling  independent 
competitoi^  is  not  true.  A  categorical  denial  sliould  dispose  of  the 
matter,  but  in  charity  to  our  accusers,  I  will  say  that  there  might  be 
conditions  from  which  such  an  eiToneous  conclusion  might  be  arawn« 
To  illustrate:  Our  branch  house  manager  at  Davenport  might  some 
week  find  he  had  overestimated  his  market  and  be  compelled  to  dis- 

gose  of  his  beef  at  a  price  under  that  of  some  independent  competitor, 
uch  happenings  are  not  of  infrequent  occurrence  in  our  business 
and  in  all  businesses.  The  foIlowin||^  week  the  branch  of  some  other 
of  tlie  big  packers  might  find  itself  in  a  similar  position  and  sell  at  a 
loss.  You  know  that  fresh  beef  can  not  be  held  until  the  market  is 
ready  for  it.  It  must  be  sold  at  once  even  if  it  entails  a  loss.  Doubt- 
less instances  could  be  found  where,  in  a  limited  period,  one  after 
another  of  the  branch  houses  of  the  leading  packers  found  it  neces* 
sary  to  sell  beef  at  a  loss,  and  I  can  understand  how  the  independent 
competitor  might  jump  at  the  conclusion  that  it  was  a  conspiracy 
to  put  him  out  of  busmess. 

It  is  a  fact  entirely  ignored  by  the  commission  that  it  is  the  keen 
competition  wliich  exists  between  the  big  packers  which  causes  the 
practices  about  which  the  commission  complains  and  from  which  it 
concludes  that  there  is  "  combination." 

ETHICS  ARE  OBSCR\'£0. 

I  wish  to  impress  upon  this  committee  this  fact:  The  business  of 
Arniour  &  Co.  is  conducted  in  aa'ordance  witli  the  highest  and  boat 
business  ethics  of  the  day.  A  generation  ago,  when  pools  and  com- 
binations of  various  kinds  in  railroads  and  in  every  kind  of  business 
were  common  and  of  everyday  occun*ence,  wei-e  ethical  and  sup- 
posedly legal,  we  were  then  sometimes  a  party  to  them,  but  when  new 
legi<^Iation  or  new  interpretations  of  existing  legislation  made  suck 
pools  and  combinations  improper,  we  absolutely  ceased  to  be  parties 
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to  any  of  them,  and  I  say  to  you  positively  that  we  have  not  for 
many  years  been  and  are  not  now  in  any  pool,  combination,  or  ar- 
rangement of  any  kind,  either  directly  or  indirectly,  or  openly  or 
secretly,  or  under  cover.  All  such  charges  are  utterly  unfair  and 
untrue. 

We  give  the  consumer  and  the  producer  the  very  best  kind  of  serv- 
ice, and  wherever  we  find  it  possible  to  improve  on  existing  methods 
of  manufacturing  and  merchandising  we  seek  to  do  so,  because,  after 
all  is  said  and  done,  we  could  not  be  the  large  concern  we  are  were 
it  not  for  the  fact  that  we  are  better  able  to  serve  the  public  than 
are  those  competitors  who  spring  up  from  time  to  time  and  fail  and 
then  explain  their  failure  with  the  statement  that  they  were  "  frozen 
out "  by  the  so-called  big  fellows. 

All  through  the  reports  of  the  Federal  Trade  Commission  runs  the 
suspicion,  express  or  implied,  that  we  are  serving  the  public  well  to-day 
in  order  to  put  competitors  out  of  business,  thereby  making  it  possible 
for  us  to  control  and  boost  prices  to-morrow,  t  call  your  attention 
to  the  fact  that  this  claim  is  of  a  perpetual  nature.  It  was  made  50 
years  ago,  and  25  years  ago,  and  1  year  ago,  and  always,  the  so-called 
control  was  just  around  the  comer. 

The  kind  of  control  that  the  Federal  Trade  Commission  fears  is  not 
possible.  If  our  competition  to-day  forced  all  others  out  of  business, 
and  if  we  used  the  power  thus  obtained  to  increase  profit  margins 
unfairly,  there  would  be  a  new  crop  of  competitors  to-morrow.  I 
do  not  expect  to  see  the  day  when  American  business  men  will  stand 
by  and  keep  their  hands  off  any  field  of  enterprise  which  is  payii\g 
high  profits. 

The  desire  to  make  profits  is  the  basis  of  business,  and  any  time 
the  profits  become  large  enough  and  sure  enough  to  justify  new  com- 
petition there  will  spring  into  the  breach  new  enterprises  able  and 
willing,  to  perform  the  manufacturing  and  distributing  function  for 
less  money. 

I  trust  I  have  made  plain  to  you  the  functions  of  Armour  &  Co. 
and  demonstrated  that  our  ability  to  perform  them  would  be  greatly 
impaired,  if  not  destroyed,  were  the  recommendations  of  the  Federal 
Trade  Commission  enacted  into  law.  The  efficient  administration  of 
stockyards  and  the  adjuncts  thereto  is  important  to  the  business  of 
feeding  the  Nation,  and  the  refrigerator  cars  and  branch  houses  are 
absolutely  essential  Requisites. 

LOW  PROFITS  IGNORED. 

I  can  not  refrain  from  raising  the  question  here  as  to  the  aims  and 
intents  of  this  pending  legislation  and  of  the  investigation  out  of 
which  it  came.  What  was  the  motive  alleged  by  the  Federal  Trade 
Commission  to  justifv  its  charges  of  combination  and  monopoly? 
Would  any  motive  other  than  the  expectation  of  large  profits  cause 
successful  American  business  men  to  run  athwart  the  law  as  is 
charged  here?  And  what  are  the  facts  about  the  profits  of  the 
meat-packing  industry?  Are  they  such  as  to  supply  the  motive  for 
these  alleged  abuses? 
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Gentlemen,  the  Federal  Trade  Commission  has  failed  completely  to 
justify  its  charges  of  unduly  large  profits.  It  has  talked  vaguely  of 
millions,  because  to  most  men  millions  seem  huge,  but  I  direct  your 
attention  to  this  fact :  It  has  not  been  disputed  that  the  meat  packers 
are  conducting  a  ^gantic  and  essential  business  on  a  profit  margin 
smaller  than  obtams  in  other  industries;  that  the  earnings  on  our 
turnover  average  not  to  exceed  8  per  cent  annually  and  that  the 
packers'  profit  on  a  pound  of  meat  averages  only  a  fraction  of  a 
penny.  Compare  our  profits  with  those  of  other  large  enterprises 
and  ours  iwill  be  found  much  lower. 

The  pending  bill  asks  you  and  the  world  to  believe  that  for  the  very 
limited  margins  such  as  those  we  have  made  and  are  making  the  law 
and  the  ethics  of  society  and  business  have  been  ignored  by  Armour 
A  Co,    The  charge  is  not  true. 

HIGH  PRICES  NOT  DUE  TO  PACKER. 

Gentlemen,  in  searching  out  the  reason  for  high  prices — and  that 
is  the  underlying  reason,  I  believe,  which  caused  the  President  to 
direct  that  there  oe  an  investigation — ^your  finger  can  not  be  laid  on 
the  American  meat  packer.  Our  profit  on  a  steer  amounts  to  ap- 
proximately $1  a  head.  Mind  vou  that  is  the  profit  on  the  whole 
steer,  not  merely  the  profit  on  tne  meat.  I  ask  you  to  compare  our 
profit  with  that  of  the  cattleman,  for  instance,  who  told  me  recently 
that  he  made  $50  a  head  on  the  animals  he  sold  during  the  past  year. 
I  am  not  charging  him  .with  making  an  excessive  profit,  but  I  want 
you  to  consider  the  relative  importance  of  the  packer's  $1  profit  with 
the  $50  earned  by  the  cattleman.  During  the  last  18  years,  including 
the  war  period,  the  earnings  of  Armour  &  Co.  on  the  actual  invest- 
ment ana  appraised  value  of  the  business  averaged  8.9  per  cent.  On 
everything,  pontlemen.  Including  all  our  by-products  and  all  our 
associate<l  lines,  and  also  all  our  business  in  what  the  Federal  Trade 
Commission  say.s  in  unrelated  to  the  packing  industry,  our  profits 
rcpresc»nted  less  than  9  cents  annually  on  each  dollar  invested  m  our 
business. 

Can  anyone  fairly  maintain  that  our  share  of  the  dollar  paid  by  the 
consumer  for  the  gimd*^  we  put  in  his  reach  is  excessive? 

BUSINESS    IS    INTRICATE. 

The  man  on  tlje  street  may  regard  our  business  as  merely  the  buy- 
ing, slnuphterinp,  and  selling  of  steers,  but  as  a  matter  of  fact  the 
bn*-ine>s  i*^  the  nio-t  intricate  and  complex  of  any  I  know.  It  entails 
more  chance  than  its  owners  can  view  with  pleasure. 

When  wo  m»11  a  beef  carcas.s  we  have  to  determine  as  near  as  is  pos- 
sible what  the  hide  will  be  worth  half  a  year  later — else  we  shall  not 
correctly  fix  the  co>t  of  the  dressed  beef.  If  we  guess  wrong  on  the 
hide,  we  may  find  our  profit  larger  than  we  expected  or  we  mav  find 
that  our  expwtod  profit  is  really  a  loss.  The  daily  market,  you  know, 
is  not  buMvl  on  what  the  wares  were  worth  six  months  ago,  but  what 
they  could  be  secured  for  to-day. 
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With  relation  to  profits,  I  call  your  attention  to  the  fact  that  dur- 
ing the  past  year  a  govemmental  agency^  the  Food  Administration, 
working  under  the  direction  of  the  President  of  the  United  States, 
had  control  over  and  complete  knowledge  of  our  earnings,  and  I  am 
confident  that  members  of  the  Food  Administration  would  be  able  to 
shed  much  light  on  the  question  before  you.  They  prescribed  the 
amount  which  the  industry  was  permitted  to  earn,  and  they  had  com- 
plete knowledge  of  the  prices  at  which  materials  were  transferred 
from  department  to  department,  and,  furthermore,  they  sat  in  judg- 
ment of  our  fixation  of  overhead  expense;  so  that  it  is  not  true,  as  has 
been  stated,  that  we  proportioned  our  overhead  so  as  to  conceal  earn- 
ings.   There  has  been  and  could  be  no  concealment  of  earnings. 

BUSINESS  IS  AN   UNCERTAINTY. 

Our  business  is  the  same  sort  of  uncertainty  as  is  that  of  the  feeder 
of  meat  animals.  If  his  judgment  be  poor,  he  is  apt  to  lose  money. 
The  feeder  of  steers  is  a  man  who  does  not  raise  the  animals  himself 
and  who  does  not  always  raise  the  corn  with  which  he  fattens  them 
for  market.  He  speculates  on  his  ability  to  buy  feeders  and  feed  at 
prices  sufficiently  low  to  enable  him  to  make  a  profit  some  weeks  or 
months  hence  when  he  sends  his  fat  cattle  to  market. 

Everjr  business  is  a  gamble  to  this  extent :  Success  or  failure  hinges 
on  the  jud^ent  of  me  man  or  men  who  conduct  it,  and  the  only 
guaranty  of  success  is  the  business  ability  and  stability  of  the  man- 
agement. 

I  call  your  attention  to  this  phase  of  the  matter  before  you.  If  a 
monkey  wrench  is  thrown  into  the  gears  of  this  business  its  effects 
will  not  be  confined  to  the  meat-packing  industry.  If , the  ability  of 
the  j>acking  industry  to  properly  function  is  impaired,  it  will  affect 
the  live-stock  industry,  and  it  in  turn  will  affect  com  prices.  Wheat 
will  then  be  drawn  in,  and  so  will  bread,  and  so  will  labor,  and  so 
will  everything  that  has  for  its  basis  the  wealth  produced  by  agri- 
culture. 

The  theories  on  which  pending  legislation  is  based  are  not  con- 
structive; they  are  not  progressive.  They  are  reactionary.  They 
would  disrupt  the  great  manufacturing  and  marketing  machines 
which  half  a  century  of  enterprise  has  evolved,  and  the  results  would 
be  detrimental  not  alone  to  the  leading  industry  of  this  Nation  but 
even  more  so  to  that  portion  of  the  public  which  produces  and  which 
must  have  its  product  distributed,  and  the  entire  public  which  con- 
sumes food  and  which  must  have  food  brought  within  its  reach  in 
shape  to  eat. 

It  is,  perhaps,  not  becoming  of  me,  a  merchant  unfamiliar  with 
legal  problems,  to  even  allude  to  the  fact  that  a  part  of  the  proposed 
legislation  may  violate  the  Constitution.  I  may,  however,  be  par- 
doned for  saying  that  I  have  been  advised  by  advisory  counsel,  who  is 
now  here  for  this  company,  that  a  part  of  the  proposed  legislation  is 
probably  unconstitutional. 
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I  realize  the  utter  ini practicability  of  putting  into  one  statement 
answers  to  all  the  points  which  have  been  raised,  but  I  assure  you 
there  are  complete  answers  to  every  one  of  the  charges  made  by  the 
coinniission,  and  I  invite  you  to  ask  me  for  any  additional  informa- 
tion which  you  feel  will  aid  you  in  arriving  at  a  just  conclusion. 

SrpprxMEXTAL  Statement  Si^bmitted  by  J.  Ogden  Abmoub  Befobx  the  Goic- 

MITTEE  ON   INTKRSTATK  AND  FoRKIGN  COMMKRCK  OF  THE  HOVSE  OF  REPRS8ENTA- 
TIVES  JaM'ABY  21,  1019. 

Net  eaminffs  of  H  leading  industrial  companies^  per  cent  on  capital  stocky 

per  cent  on  total  investment. 

[Th«  net  eftmlngs  for  1918  <exc«ptinf  Armour  k  Co.)  are  not  aTatlable.] 

ARMOUR  Si  CO. 


Year. 


NataamlniEB. 


Pv  cent  on 
capital  stock. 


1919. 
19L3. 
1914. 
191  A. 

1916. 
1917. 
1918. 


95, 701,  MO 
(i,02K,196 
7,509,907 
11,000,000 
20,100,000 
21,a93,M3 
15,347,07 


AMERICAN   BEET  8U0AR  CO. 


1913. 
1913. 
1914. 
191.1. 
1916. 
1917. 


tS,  335, 573 

831,056 

644,105 

1,601,643 

3,174,830 

6,136,677 


38.80 
30.14 
37.54 
56.00 
X.IO 
31.39 
14.07 


PeroMiton 

total  Invast. 

mcnt. 


5.08 

6.01 

7.30 

10.03 

16.93 

15.66 

9.00 


13.60 

10.41 

3.87 

3. 8ft 

3.39 

2.83 

8.68 

0.74 

19.17 

18.  e 

38.84 

34.02 

AMERICAN  WOOLEN  CO. 


1913. 
1913. 
1914. 

1915. 
1916. 
1917. 


33,218.253 
Deficit. 
2,788,603 
4,0S0.676 
5,803,818 
6,844,156 


2.00 


6.40 
15.3 
20.22 


4.4 


4.oa 

5.8 
8.3 

0.19 


ANACONDA  COPPER  MINING  CO. 


]<»13. 
1913. 
1914. 
1915. 
l-ilfl. 
1917. 


$15,856,335  i 

11.323.498  • 

3,789,588  , 

16.6{«.W6  I 
50,828,372 
84,333,751 


14.00 
10.4 
7.5 
14.3 
43.6 
29.4 


14.3 
9.6 
7.6 

lSw4 

381  Oft 

30.81 


BETHLEHEM  STEEL  CO. 


1<)13 

li»l3. 

1914. 

1915 

1916 

1917. 


12.063,641 
5,122,703 
5,:/W,020 
17,762.813 
43. 5(13,968 
27,330,737 


13.8 

39.45 

33.6 

11149 

386.3 

43.3 

5.39 

1X9? 
U.61 
39.1 
43.97 

16w8 
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CBNTRJIL  LBATHKR  CO. 


Ymt. 


NtC  «aniiiifi. 


mi $5,7M,8M 

mj 4,386,345 

Ifl4 4.«7«,»2S 

m%  «.«i»,»7 

\*)A                    is.4w,aoi 

M;    t4,4(H.«U 


Paroaotoo 
oftplUlitook. 


8167 

6.17 

6l4 

10.7 

.13.1 

30.4 


Ptretntoo 

toUl  Invent- 

mant. 


7.S4 
6.  AS 

6.  OS 

7.09 

14.69 

14.U 


CORK  PRODITTS  CO. 


tMI.. 
I9IJ.. 
It|4    . 

n\s  . 
i»i«  . 
im;.. 


$1,714,835 

3.284.H.Vi 
2.3aM74 
3.1(W,.168 
«.(M3.740 
11,3I».400 


ao  i 

1.01 
1.35 
3.35 
0.09 
l&OO  • 


ZOS 
3.10 
4.28 

7.82 
12.21 


DISTILLERS  SECrRITIES  COKPORATION. 


IftI 

IWI 
1#1«. 
IftS 
If  14 

mi. 


8527.182  I 
M0.M7  , 
701.  <iM 

l.4:y).«72  ! 

3,327.004 
4,7W.432 


LOl 
L04 
2.08 
4.20 
10.11 
14.57 


LS7 
.«3 
1.83 
8. 68 
8.38 
1L48 


PITT8BCR0H  COAL  CO. 


Itl2 

I8U 

I«4   

IfU   

lOM 

1817!!!!!*!!!!;!!;!!!!!!!"!!!!!!!!!!!!*!!!!;!;!!;!;;!!!!'*;..     u,a7^,v3 


82.085. 4Q 

2.00 

2  76 

2,726.200 

4.20 

8  67 

1,371, ftSO 

.06 

1.81 

1.6&S.534 

.98 

2  18 

3,143.026 

500 

4.14 

14,076.«2 

31.47 

18  11 

Ql^AKER  OATS  CO. 


ItlJ '  82,215,; 

mi 2,051.426 

W4 2.n00.ftSO 

1915 3. 43),  712 

1914 3,6Mi.0« 

1917 1  4,9i«,927 


I 


20.15 
20  79 
38  54 
3H.13 
62.87 


12.8 
10.9 
10  7 
16.9 
10.4 
20.2 


STANDARD  OTL  CO.  OF  INDIANA. 


ItU 814,ftC7.696 

1914 6,»),W4 

I9t* *. 1.^90s.370 

1918 30,(H3.614 

IWT.  ..• , 26,  •O*.  931 


48  96  ' 

86  88 

21.96  , 

14  56 

53  33  • 

86.04 

100  14 

52  9 

80  36 

32  20 

THE  TEXAS  CO. 


i9U I  82,2m. «0Q  I 

I9tt I       8,«n.  123 

WM :        6.1»»6.974 

I9U I        6,393,327 

1918 •  13,»«>H,*«2 

l«7 19,7i4.&*> 


i 

9  61 

770 

24  6h  1 

22  61 

20  62  1 

17  93 

21.31  . 

15  54 

37  SA  1 

81.21 

■ 

35  54 

81. n 
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U.  8.  8TBBL  CORPORATION. 


Ymi, 


1912. 
1913. 
1914. 
1916. 
1916. 
1917. 


N«tMnUiifi. 


SM,340,049 

81,210,9M 

23,490,768 

76,833,832 

271,631,731 

234,219,665 


Par  cent  on 
capital  ftook. 


7.71 

11.02 

Deficit. 

9.9S 
48.46 
39.16 


P«ro«ilQB 

toUlinvwt- 

ment. 


6.39 

11.9 

3.8 

7.21 

21.7 

17.2 


WESTERN  GROCER  GO. 


19U. 
1914. 
1916. 
1910. 
1917. 


3182,304 

8.61 

393,306 

19.68 

296,967 

14.3 

636,157 

30.04 

667,060 

28.46 

0.91 
14.86 
10.20 
17,78 
19.62 


(The  committee  thereupon  took  recess  until  2.15  o^clock  p.  m.) 

« 

AFTER  RECESS. 

STATEMEHT  OF  J.  OaDEH  ABMOUBr-Beiiimed. 

The  CuAiRHAN.  The  committee  will  come  to  order.  Mr.  Armour,  I 
only  want  to  ask  you  a  few  questions  of  a  general  character,  and 
then  will  turn  you  over  to  tne  tender  mercies  of  the  committee 
severally. 

You  referred  to  the  fact  that  there  had  been  an  issue  of  stock  by 
your  company,  increasing  it  from  $20,000,000  to  $100,000,000,  an 
addition  of  $80,000,000  covering,  as  I  understood  it,  property 
values  of  your  company  or  earnings  which  had  not  been  distributed 
in  the  form  of  dividends.  So,  in  effect,  you  were  makinj?  the  prop- 
erty value  in  the  company,  with  the  additional  $80,000,000,  con- 
form to  the  stock  issue,  or  the  stock  i.ssue  equal  to  the  property  value. 
You  referred  to  it  as  property  value  of  the  company,  did  you  not! 

Mr.  Armoi'r.  Yes,  sir. 

The  Chairman.  That  is  the  reason  it  was  done? 

Mr.  Armour.  When  that  change  was  made  from  $20,000,000  to 
$<S0,000,()00,  or  an  addition  of  $80,000,000,  and  making  the  toUl 
$10(),000,(MM),  is  what  I  mean,  it  did  not  change  the  actual  situation 
at  all.  Tlie  addition  of  $^0,000,000  surplus  to  the  capital  did  not 
change  the  situation  from  what  it  was  at  the  beginning.  It  merely 
reduced  the  surplus  and  increased  the  capital.  There  was  no  more 
money  and  no  less  money  than  before. 

The  Chairman.  And  while  there  was  no  cash  paid  in,  no  money 
paid  in— no  new  money  paid  in,  I  mean,  as  representing  the 
$.s(),(K)<),0()0— the  $80,000,000  added  were  not  water  in  the  sense  that 
the  property  owned  by  your  companv  was  not  equal  to  the  previously 
outstanding  stock  and  the  additional  stock? 

Mr.  AR3foi:R.  No,  sir.  As  an  illustration,  if  I  may  use  it,  if  the 
value  of  Armour  &  Co.'s  stock  happened  to  be  $150  a  share  before 
the  increase  of  the  capital  stock  to  $100,000,000,  which  value  is  ascer- 
tained by  the  capital  and  surplus,  the  value  afterwards  did  not 
change  a  bit.  It  was  still  $150  a  share.  I  merely  take  that  figure 
as  an  illustration. 
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The  Chairman.  I  understand. 

Mr.  Armour.  But  it  was  not  water  in  any  respect  at  all.  It 
simply  took  some  of  the  undivided  profits,  which  are  called  surplus, 
and  they  were  added  to  the  surplus  and  thereby  reduced  the  undi- 
vided profits  to  that  amount  and  added  them  to  the  surplus.  That 
"was  made  up  of  accumulated  earnings  for  many,  many,  many  years. 

The  Chairman.  Accumulated  and  undistributed  earnings! 

Mr.  Armour.  Yes,  sir. 

The  Chairman.  The  $20,000,000  of  stock  that  existed  prior  to  that 
time  was  covered  by  property  values,  or  was  that  $20,000,000  from 
earnings? 

Mr.  Armour.  Let  me  explain  that:  Originally,  there  were  two 
plants,  consisting  of  Armour  Packing  Co.,  at  Kansas  City,  and 
Armour  &  Co.,  Chicago.  They  were  two  separate  concerns  many 
years  ago,  although  they  had  more  or  less  the  same  ownership.  But 
at  the  death  of  Kirkland  Armour,  who  ran  the  Kansas  City  plant,  it 
was  thought  advisable  to  consolidate  both  concerns,  and  that  wks 
done ;  at  least,  after  my  brother  died,  which  was  19  years  ago.  Pre- 
vious to  then  Armour  &  Co.  was  a  copartnership.  At  that  time  they 
made  the  capital  $20,000,000,  and  they  had  a  surplus,  I  think,  at 
that  time  of  something  like  $33,000,000. 

The  Chairman.  At  the  time  that  stock  was  made  $20,000,000,  and 
when  you  had  $33,000,000  of  surplus  besides,  and  from  that  time  on 
up  to  the  time  this  $80,000,000  of  capital  was  added  in  the  way  that 
vou  have  explained,  had  dividends  been  paid  right  along  on  the  out- 
standing $20,000,000  of  stock? 

Mr.  Armour.  There  were  small  dividends  paid,  but  very  small. 

The  Chairman.  Small  dividends? 

Mr.  Armour.  Yes,  sir. 

The  Chairman.  The  most  of  the  earnings  having  remained  in  the 
business  and  were  invested  in  the  business? 

Mr.  Armour.  Yes,  sir. 

The  Chairman.  I  know  that  it  is  a  common  thing  to  issue  stock 
like  that  where  you  have  a  close  corporation;  and  this  stock  is  not 
on  the  stock  market,  as  I  understand  f 

Mr.  Armour.  No,  sir. 

The  Chairman.  I  can  not  see  why  owners  of  that  kind  of  stock 
want  to  issue  more  stock  on  the  property  values  when  they  would 
be  entitled  under  the  law  to  earn  reasonable  returns  as  a  public  util- 
ity upon  the  actual  value  of  the  property  devoted  to  the  public  use. 
But  I  am  not  asking  you  to  answer  that. 

Mr.  Armour.  I  will  be  very  glad  to  answer  that. 

The  Chairman.  It  is  often  .done,  as  I  understand  it,  and  therefore 
is  nothing  unusual. 

Mr.  Armour.  We  were  unfortunate  enough  always  to  have  our 
earnings  computed  by  the  newspapers  and  others  on  our  capital  and 
not  on  the  total  amount  of  money  invested. 

The  Chairman.  That  is,  on  your  outstandihg  stock? 

Mr.  Armour.  On  our  outstanding  stock.  Our  earnings  would  not 
make  any  diflperenc^  if  they  had  been  computed  on  the  total  amount  of 
money  we  had  invested.  And  besides,  another  reason,  we  are  large 
borrowers  of  money,  and  it  is  always  desirable,  from  a  business  stand- 
point, to  have  as  large  a  capitalization  as  you  can  rather  than  leave  the 
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money  in  surplus,  because  your  statement  is  always  considered  better 
when  making  that  showing,  for  the  reason  that  your  capital  you  can 
never  draw  out ;  you  can  not  do  anything  with  money  tnat  is  put  in 
as  capital. 

The  Chairman.  You  would  have  to  reduce  your  capital  in  order 
to  do  that. 

Mr.  Armour.  You  would  have  to  reduce  your  certificates. 

The  Chairman.  I  mean,  you  would  have  to  reduce  your  stock  in 
order  to  do  that.  But  that  makes  no  difference.  I  believe  vou  do  not 
controvert  the  fact  that  the  average  mileage  made  by  the  packer- 
owned  cars  was  84  miles  per  day,  I  believe  it  was  so  stated,  as  shovrn 
in  Mr.  Colver's  testimony.    You  quoted  from  that,  I  believe? 

Mr.  Armour.  Yes;  I  believe  my  statement  covered  that. 

The  Chairman.  I  believe  you  admit  that  84  miles  a  day  on  an 
average  was  substantially  correct? 

Mr.  Armour.  I  think  it  is. 

The  Chairman.  While  for  all  other  cars  the  average  is  46  miles  a 
day — all  other  cars  in  use.  And  I  understood  you  to  draw  the  con- 
clusion that  the  speed  with  which  these  cars  were  operated  was  an 
indication  or  an  evidence  that  it  was  in  the  public  mtereist  for  the 
packers  to  own  the  cars,  as  they  delivered  products  more  rapidly 
and  more  efficiently  ? 

Mr.  Armour.  I  think  so ;  yes. 

The  Chairman.  Now,  Mr.  Armour,  is  that  due  to  that  fact — or 
let  me  ask  you  first:  Of  course  these  ears,  both  packer-owned  and 
railroad-owned,  are  used  over  the  same  railroads  and  nm  over  the 
same  tracks? 

Mr.  Armoitr.  Yes,  sir. 

The  Chairman.  Then,  what  is  that  condition  due  to?  Does  the 
railroad  company  give  packer-owned  cars  a  more  favorable  service; 
that  is,  do  the  railroads  discriminate  in  favor  of  those  cars  over  cars 
owned  by  themselves  and  that  arc  used  by  other  shippers  than  the 
packers  ? 

Mr.  Armoiti.  No;  they  do  not.  T  think  it  is  due  in  great  measure 
in  our  getting  after  the  railroads  and  havinir  the  cars  returned  more 
promptly.  We  are  after  them  all  the  while.  I  think  it  is  due  in 
great  measure  to  the  efficiency  with  which  we  follow  up  the  cars; 
that  Armour  &  Co.  have  got  after  the  railroads  to  have  them  re- 
turned promptly.  In  many  cases  we  ship  trainloads  of  meat  down 
£ast«  and  while  I  am  not  sure  whether  that  goes  faster  than  other  cars 
or  not,  yet  we  follow  the  matter  up  closely  so  as  to  get  the  best  serv- 
ice possible.  That  is  better  than  in  the  case  of  an  individual  car  that 
will  I)e  put  on  a  regular  train,  no  doubt,  or  it  might  not  go  as  fast 
as  a  l>eeT  train.     That  might  be  an  isol&ted  case. 

The  Chairman.  I  thought  it  possible  that  the  railroad  companies 
thenis<*lves  would  rather  that  the  packers  would  own  cars  than  that 
they  should  own  them,  and  perhaps  they  gave  this  extra  service  in 
the  way  of  rapid  movement  of  packer-owned  cars  to  encourage  other 
packers  to  own  their  own  cars. 

Mr.  Armour.  No;  I  do  not  think  that  is  the  reason.  I  wouldn't 
think  that  was  the  reason. 

The  Chairman.  You  do  not  think  that  has  anything  to  do  with  itt 

Mr.  Armour.  No,  sir. 
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The  Chairman.  But  you  do  think  that  the  extra  time  made  was 
on  account  of  the  extraordinary  effort  made  by  the  packers  who  own 
cars  to  get  expeditious  service? 

Mr.  Armour.  Yes,  sir.  We  have  only  so  many  cars  and  we  haven't 
any  more  cars  than  we  need ;  in  fact,  quite  frequently  we  are  short  of 
cars,  and  therefore  it  is  to  our  interest,  as  well  as  to  the  interest  of 
every  other  packer,  not  only  the  big  packer  but  any  packer,  to  get  as 
quick  service  out  of  his  cars  as  he  can.  If  he  doesn't  do  that,  he  will 
not  have  enough  cars,  probably,  or  at  times  would  be  short  of  cars 
and  would  not  have  enough  to  take  care  of  his  business. 

The  Chair3ian.  One  or  two  of  my  suggestions  are  based  upon  a 
statement  of  yours  that  on  refrigerator  cars  for  the  year  1918, 
Armour  &  Co.  alone  lost  $395,95e3.72.  I  am  right  on  mv  figures,  am 
I  not? 

Mr.  Armour.  Yes,  sir. 

The  Chairman.  That  Armour  &  Co.  lost  that  much  by  reason  of 
furnishing  their  own  cars.  Now,  if  the  railroads  had  operated  them 
on  their  own  account,  they  would  have  lost  certainly  that  much, 
wouldn't  they? 

Mr.  Armour.  Probably  more. 

The  Chairman.  Therefore  the  railroads  are  actually  saving  a  loss 
to  themselves  in  this  particular  instance  through  the  ownership  of 
private  cars  by  your  company  alone  of,  in  round  figures,  $400,000  a 
year  measured  by  your  experience  in  1918. 

Mr.  Armour.  I  would  think  so. 

The  Chairman.  Therefore  it  is  to  the  interest  of  the  railroad  to 
encourage  private  ownership  of  these  refrigerator  cars. 

Mr.  Armour.  Well,  I  will  say  that  I  have  never  been  able  to  get 
them  to  build  our  cars.  When  we  originally  built  these  cars  it  was 
a  great  hardship  to  us  to  build  them  because 

The  Chairman  (interposing).  If  the  bill  is  passed  requiring  the 
railroads  to  build  and  operate  these  cars  it  will  save  the  packing  com- 
panies who  now  own  private  cars  from  further  losses,  will  it  not  ? 

Mr.  Armour.  Yes,  sir. 

Tlie  Chairman.  It  will  enable  them  to  that  extent  to  render 
cheaper  and  more  economical  service. 

Mr.  Armour.  That  would  be  true  if  we  could  get  the  same  service 
that  we  are  getting  now.  That  is,  if  we  could  get  the  same  service 
and  be  sure  of  not  being  short  of  cars,  as  we  are  now  at  times,  but 
you  will  understand — — 

The  Chairman  (interposing).  A  part  of  the  service  that  is  neces- 
sary to  be  rendered  in  connection  with  refrigerator  cars  is  icing, 
isn^t  it? 

Mr.  Armour.  Yes,  sir. 

The  Chairman.  That  is  essential  ? 

Mr.  Armour.  Yes,  sir. 

The  Chairman.  You  could  not  operate  it  without  it? 

Mr.  Armour.  No,  sir. 

The  Chairman.  And  that,  at  least  in  part,  is  left  to  the  railroads? 

Mr.  Armour.  That  is  entirely  done  by  the  railroad  company. 

The  Chairman.  And  if  they  do  not  do  it  efficiently,  then  the  service 
would  be  a  failure? 

Mr.  Armour.  Yes,  sir ;  most  decidedly. 
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The  Chairman.  Now,  if  you  can  trust  the  railroads  to  perform  one 
of  the  absolutely  essential  parts  of  the  service — ^that  is,  reicing,  don\ 
you  think  they  could  be  brought  to  a  realization  of  the  necessity  of 
giving  just  as  good  service  if  they  owned  these  cars  as  you  give? 

Mr.  Armour.  I  hardlv  think  that  is  necessarily  so,  because  one 
service  covers,  say,  a  thousand  miles,  and  the  other  service  only 
covers  one  particular  point.  Furthermore,  one  service  is  very  mud^ 
more  easy  to  give  than  the  other.    That  is  natural  on  the  face  of  it. 

The  Chairman.  You  mean  that  the  icing  is  more  a  centralised 
service. 

Mr.  Armour.  Yes,  sir. 

The  Chairman.  More  easily  done? 

Mr.  Armour.  Yes,  sir. 

The  Chairman.  If  the  railroads  owned  these  cars  under  the  rate- 
making  power  of  the  Federal  Government,  through  the  Interstate 
Commerce  Commission,  they  would  be  allowed  a  reasonable  rate  for 
whatever  service  they  rendered  in  connection  with  these  cars,  would 
they  not? 

Mr.  Armour.  The  same  as  they  now  get  on  the  cars  that  they  own. 

The  Chairman.  Then  they  wouldn't  suffer  a  financial  loss  in  the 
operation  of  these  cars  if  they  operated  them,  because  they  would  be 
allowed  a  rate  that  would  compensate  them  ? 

Mr.  Armour.  Do  you  mean  tney  would  be  allowed  mileage  t 

The  Chairman.  They  would  be  allowed  a  rate  for  the  freight  go- 
ing in  these  cars,  for  the  use  of  them,  that  would  prevent  any  loss, 
whereas  your  companv  lost  $400,000  last  year  for  owning  them. 

Mr.  Armour.  The  freight  rate  is  the  same  whether  we  ship  in  our 
own  cars  or  in  outside  owned  cars. 

The  Chairman.  And  if  they  gave  the  same  attention  as  you  do,  it 
would  cost  them  as  much,  wouldn't  it? 

Mr.  Armour.  Yes,  sir ;  I  think  it  would. 

The  Chairman.  And  if  they  were  losing  money  they  would  be  en- 
titled to  an  increased  rate.    They  are  a  public  utility. 

Mr.  Armour.  Yes,  sir;  I  assume  they  would. 

The  Chairman.  If  you  lost  $400,000  last  year  in  their  operation, 
then  ratably,  in  the  same  proportion,  all  the  other  packers  who  own 
private  cars  must  have  lost  accordingly? 

Mr.  Armour.  I  think  so. 

The  Chairman.  Then  it  would  amount  to  more  than  $1,000,000, 
as  a  matter  of  course.  Therefore,  from  the  standpoint  of  that  one 
particular  item,  I  can  not  see  why  the  packing  companies  would  not 
be  willing  to  force  the  railroad  companies  to  own  all  these  refriger- 
ator or  meat  cars,  and  to  give  an  efficient  service  upon  the  assurance 
that  they  would  be  permitted  to  charge  a  reasonable  rate  for  the  in- 
restment  made  and  the  service  rendered.  I  am  now  speaking  on  that 
feature  of  the  bill.  If  we  compel  railroad  companies  to  acquire  all 
these  cars,  and  pay  just  compensation  for  them,  and  at  the  same 
time  furnish  service  equal  to  the  demands  of  the  public  and  the 
trade,  that  would  be  a  real  benefit  to  the  large  packers  who  are  losing 
money  on  them  now,  and  to  all  other  packers  who  own  cars  and  who 
are  losing  on  them.  And  the  advanatge  which  it  is  now  claimed  to  be 
gained  by  packers  who  own  private  cars  would  be  removed  and  out 
of  the  public  mind. 
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Mr.  Armour.  I  think  our  position  on  that  was  quite  clear.  We 
have  no  objection,  Mr.  Chairman,  to  being  relieved  of  the  private 
cars  provided  we  can  get  some  tangible  guaranty  that  we  will  have 
the  benefit  of  cars  as  we  need  them,  to  the  end  that  we  may  prosecute 
our  business  from  day  to  day  without  being  obliged  to  ask  somebodj' 
for  cars  and  then  not  get  them. 

The  Chairman.  I  understand  you  to  have  no  objection  whatever 
to  the  railroads  doing  that  provided  they  do  it  as  well  as  you  are  do- 
ing it  now  yourself  in  the  conduct  of  your  own  business,  so  that  your 
business  may  be  served  and  the  public  may  be  served  as  well  as  you 
are  now  serving  the  public.  But  you  do  question  whether  or  not  the 
railroads  will  do  it. 

Mr.  Armour.  I  question  it  very  much. 

The  Chairman.  Naturally,  the  railroad^,  I  suppose,  would  want  to 
take  over  the  operating  force  that  have  charge  of  them  now,  but,  of 
course,  I  can  not  tell  whether  they  would  operate  them  as  well  as 
you  do  or  not,  if  they  are  under  the  Government,  but  at  least  finan- 
cially, as  far  as  the  packing  companies  are  concerned,  it  would  not 
be  an  injury  to  them,  as  it  would  relieve  them  of  the  losing  charge 
which  they  have  to  meet  now. 

You  have  shown,  Mr.  Armour,  in  a  very  intelligent  and  clear 
statement  as  to  how  the  packing  companies  engaged  in  other  busi- 
nesses than  the  mere  slaughtering  and  preparing  meat  for  the  mar- 
ket for  the  consumer  the  rood  products  which  you  get  out  of  slaugh- 
tered live  animals  in  the  way  of  by-products,  some  of  which  by- 
products you  have  explained  very  clearly  to  the  committee.  Now, 
insofar  as  a  by-product  results  dii'ectly  from  the  animal  that  you 
otherwise  have  to  slaugter  and  prepare  for  the  market,  I  can  not  see 
that  it  could  be  against  the  public  interest  for  you,  or  for  any  other 
company  to  engage  in  such  manufacture  as  that.  But  it  is  owing  to 
how  far  this  thing  goes.  Now,  for  instance,  the  hide  is  clearly  a  part 
of  the  animal,  and  I  believe  the  packere,  or  some  of  them,  ot  least,  own 
tanneries,  do  they  not? 

Mr.  Armour.  Yes,  sir. 

The  Chairman.  And  tan  the  hides? 

Mr.  Armour,  Yes,  sir. 

The  Chairman.  They  make  a  profit  out  of  the  tanning  business 
that  is  no  part  of  preparing  the  meat  for  consumption,  or  of  the  car- 
cass of  the  animal  off  which  the  hides  came.  I  can  see  how  natural  it 
would  be  for  the  packing  companies  to  tan  the  hides  instead  of  sell- 
ing the  hides  as  raw  material  to  tanners.  I  can  see  the  profit  that  is 
in  it.  But  there  is  the  logical  thought  that  this  may  be  pursued  to  its 
limit,  and  of  so,  how  far  will  it  go  ? 

When  you  tan  the  hide  and  make  leather  out  of  it,  and  if  you  can 
make  money  out  of  the  leather  by  manufacturing  it  into  shoes  and 
other  leather  products,  it  would  be  the  most  natural  thing  for  you  to 
do  so.  And  inasmuch  as  you  handle  a  large  percentage  of  the  hides 
of  the  country  and  could  therefore  have  the  ownership  of  a  large 
percentage  of  the  leather,  quite  naturally  you  could  manufacture 
leather  products  more  cheaply,  to  some  extent,  at  least,  than  others 
not  having  your  distributing  facilities  and  not  having  the  advantage 
you  have  in  the  way  of  the  raw  material.  If  you  can  go  into  the 
manufacture  of  leather  products  and  sell  all  of  your  leather  products 
right  along  with  it  like  you  market  your  meat,  then  you  would  go 
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into  the  jobbing  business,  selling  your  product  to  the  wholesale  mer- 
chant  

Mr.  Armour  (interposing).  Ai*e  you  talking  about  leather  now? 

The  Chairman.  In  a  moment.  I  asked,  how  far  may  it  go?  There 
is  no  law  against  it.  neither  statute  nor  moral,  as  I  see,  and  you  could 
go  into  the  jobbing  business  of  leather  products  and  the  making  of 
boots  and  shoes.  And  then  you  could  go  into  the  retail  business  and 
then  you  miglit  even  peddle  such  products.  So  I  ask,  where  are  we 
to  draw  the  line,  or  have  we  any  right  to  draw  it  at  all. 

Mr.  Armour.  >Vhat  you  say  is  theoretically  true,  but  practically 
it  is  not  true.  I  do  not  think  any  packer  who  went  into  the  shoe 
buMnoss  would  make  a  success  of  it.  The  shoe  business  is  a  businass 
by  itself.  It  is  a  business  that  re^juires  frequent  change  of  styles.  It 
is  a  business  for  some  reason  or  other  that  stands  by  itself.  I  do 
not  believe  there  is  any  packer  who  could  go  into  the  shoe  business 
and  make  a  success  of  it,  because  it  is  a  sort  of  business  that  is  spe- 
cialized and  stands  by  itself.  It  always  has  been  so  and,  in  my 
opinion,  alwavs  will  be. 

Now,  Mr.  Ohainnan,  I  know  what  is  on  your  mind,  or  at  least  I 
think  I  do;  vour  thought  is  if  we  handle  canned  goods,  we  can  go 
on  and  handle  other  things  through  our  branch  houses,  and  there 
would  l)e  no  end  to  where  we  might  go.    Is  that  what  you  mean  i 

The  Chairman.  I  mean  this:  You  might  have  some  conunercial 
reason,  and  you  might  have  a  public  reason,  because  if  you  could 
make  shoes  and  sell  them  to  the  public  for  less  money  than  they 
could  otherwise  be  made  and  sold,  there  is  an  economic  and  a  public 
reason  why  you  should  manufacture  shoes  instead  of  confining  your 
activities  to  the  manufacturing  of  leather  and  selling  it  to  shoe  manu* 
facturers.  That  is  what  I  have  reference  to;  if  you  can  do  it  more 
cheaply. 

Mr.  Armour.  I  think,  theoretically  speaking,  you  are  right.  On 
the  other  hand,  practically  speaking,  I  do  not  think  it  possible  for  us 
to  make  a  success  of  it. 

The  Chairman.  Well,  tanning  is  certainly  a  separate  business 
from  the  matter  of  packinir  meats. 

Mr.  Armour.  Yes,  sir;  but  tanning  isn't  a  business  that  changes 
every  wivk.  You  do  your  tanning  next  week  the  same  as  you  did  it 
last  wei»k ;  you  do  it  next  year  tlu*  same  as  last  year.  It  is  a  business 
that  can  be  automatically  done  without  as  many  changes  as  are  in  the 
>hoe  business,  or  as  the  shoe  business  undergoes.  I  think  any  packer 
who  would  try  to  start  in  the  shoe  business  would  have  plenty  of 
trouble. 

The  Chair3Ian.  I  have  no  pi*ejudice  against  it,  and  I  liave  no 
objection  to  your  making  shoe.s  the  same  as  anything  else,  if  you 
can  l>etter  serve  the  public  thereby. 

Mr.  Armour.  You  are  asking  me  where  it  would  stop? 

The  Chairman.  Yes. 

Mr.  Armoi'r.  AVell,  you  luight  ask  if  we  can  sell  through  our 
brant  h  hou>es  the>e  other  things,  where  will  tlie  additional  products 
stop?  I  think  it  would  slop  at  the  point  where  you  would  lose  your 
efficienty  if  you  added  anything  more  to  it.  You  can  handle  or  put 
through  your  branch  houses  oidv  a  certain  nuntber  of  things.  I 
do  not  mean  that  is  because  of  tne  size  of  your  branch  houses,  be- 
cause you  could  make  them  as  large  as  you  please.    What  I  do  mean 
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is,  the  minute  you  add  too  many  articles  to  your  salesmen,  to  the  men 
who  sell  your  goods,  you  interfere  with  your  efficiency.  So  there  is 
a  natural  limit  to  which  you  can  go,  and  when  you  get  beyond  it 
they  do  not  sell,  any  of  them,  right.  That  may  sound  funjiy  to  you, 
but  it  is  absolutely  a  fact.    Do  I  make  myself  perfectly  clear  ? 

The  Chairman.  I  think  I  understand  you. 

Mr.  Armour.  We  might  take  on  10  or  12  articles,  or  15  articles, 
and  handle  them  very  well.  That  is,  have  your  selling  force  put 
them  before  the  public  well  and  sell  them  well,  and  reach  a  high  state 
of  efficiency  in  handling  them.  On  the  other  hand,  if  we  add  10 
more  articles  to  those,  it  would  not  only  break  down  the  efficiency 
in  the  handling  of  the  first  15  we  had,  but  it  would  break  down  the 
efficiencv  of  everything  that  we  tried  to  sell. 

The  Chairman.  Now,  suppose  your  15  articles  are  articles  that  a 
wholesale  groceir  business  is  based  upon  or  at  least  in  part.  Would 
those  15  articles  oe  a  substantial  percentage  of  the  business  the  jobber 
in  groceries  would  do  and  deprive  him  of  what  he  gets  out  of  them, 
and  render  him  less  efficient  as  a  distributer  to  that  extent? 

Mr.  Armour.  The  man  who  runs  a  branch  house  or  a  business  has 
a  mental  abilitv  that  will  take  him  just  about  so  far,  and  he  may  do  it 
well,  but  it  will  not  take  him  very  much  further. 

The  Chaikman.  You  no  doubt  have  men  of  different  mental  abil- 
ity. One  man  of  one  mental  ability  and  one  man  of  another  mental 
ability,  and  you  might  handle  it  through  the  better  man. 

Mr.  Armour.  You  might,  but  that  won't  practically  work  out. 

The  Chairman.  Now,  let  me  refer  you  to  another  illustration: 
The  making  of  olemargarine,  as  I  understand,  means  the  taking  of 
that  portion  of  beef  fat  and  oil  that  may  be  used  in  making  it,  but 
they  do  not  constitute  a  majority  of  its  content.  Therefore,  cotton- 
seed oil  is  used  in  making  oleomargarine,  and  you  therefore  become 
interested  in  the  cottonseed  oil  industry  to  the  extent  that  you  use 
it  for  that  purpose. 

Mr.  Armour.  No  ;  we  do  not.  We  become  interested  to  the  extent 
of  making  compound  lard. 

The  Chairman.  Well,  that  will  serve  as  an  illustration  just  as 
well.  I  only  referred  to  oleomargarine  as  I  thought  of  it.  Do  you 
use  any  meat  in  compound  lard  ? 

Mr.  Armour.  No,  sir;  it  is  made  entirely  from  cottonseed  oil. 

The  Chairman.  Then  compound  lard  illustrates  the  point  even 
better:  Compound  lard  made  from  cottonseed  oil  is  not  even  a  de- 
rivative of  the  meat-packing  industry. 

Mr.  Armour.  No,  sir. 

The  Chairman.  That  is  entirely  independent.  So  let  us  see  where 
that  will  lead  you.  I  am  not  thinking  it  is  anything  criminal  for 
you  to  do  that,  you  understand. 

Mr.  Armour.  That  is  all  right ;  go  ahead. 

The  Chairman.  You  make  compound  lard  out  of  cottonseed  oil, 
and  cottonseed  oil  comes  from  the  seed  of  cotton.  I  am  from  the 
South  and  know  something  about  it.  Before  you  made  cottonseed 
oil  the  seed  of  cotton  was  absolutely  valueless  except  to  use  to  feed 
stock  on  the  farm  or  for  fertilizer. 

Mr.  Armour.  You  know  at  times  they  used  stearine,  but  that  is 
a  small  percentage. 
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The  Chairman.  In  order  to  secure  the  cotton  seed,  and  I  have 
heard  that  such  is  the  case  in  some  instances,  but  I  do  not  say  it  is 
true  in  reference  to  your  company,  that  some  subsidiary  goes  out  to 
buy  cotton  seed,  and  finally  he  determines  it  is  to  his  interest,  as  he 
gets  a  better  thing  out  of  it,  to  put  up  and  own  cotton  gins.  In  that 
way  he  gets  a  revenue  out  of  the  ginning  and  then  gets  the  seed  it- 
sell,  for  he  gets  the  first  chance  at  it.  He  has  to  buy  cotton,  which 
is  more  valuable  than  the  seed,  and  if  he  can  make  money  .out  of 
cotton  in  addition  to  the  seed  profit,  he  then  is  tempted  to  go  into 
the  raising  of  cotton.  In  that  way  he  can  own  a  farm  and  can 
pursue  the  business  with  larger  and  cheaper  capital.  Then  when 
he  makes  cotton  in  order  to  get  the  seed,  and  in  order  to  make  com- 
pound lard,  he  goes  one  step  further  and  he  puts  up  a  factory  to 
manufacture  the  cotton.  Then  on  down  to  the  selhn^  of  it.  As 
long  as  there  is  action  of  that  kind,  I  can  see  no  end  to  it. 

Mr.  Armour.  That  is  quite  true,  Mr.  Chairman.  You  might  say 
the  same  thing  about  cattle,  that  we  would  go  into  the  raising  of 
cattle.  There  would  be  a  great  deal  more  reason  for  us  to  eo  into 
the  raising  of  cattle,  but,  as  I  say,  I  don't  care  how  much  ability  a 
man  may  have,  there  is  a  limit  to  what  he  can  do  well,  and  as  to 
anything  that  he  does  not  do  well,  there  are  so  many  people  who 
will  do  it  well  that  he  will  soon  lose  so  much  money  on  the  things 
that  he  does  not  do  well  that  it  will  be  more  than  offset  what  he  does 
do  well,  and  it  will  not  work  out. 

The  Chairman.  I  have  not  heard  of  anything  that  Armour  &  Co. 
have  not  done  well. 

Mr.  Armour.  Well,  I  do  not  contend  that  we  have  branched  out 
beyond  our  ability.  I  may  be  egotistical  about  that,  but  I  don'^t 
think  we  have  gone  out  further  than  the  things  we  could  handle,  nor 
into  the  lines,  as  you  say,  we  might  branch  out  into.  We  might 
go  into  the  shoe  business,  as  you  suggest,  but  I  will  sav  that  Armour 
&  Co.  probably  never  will  go  into  the  shoe  business.  They  certainly 
never  will  with  my  consent.  And  we  will  never  go  into  the  cattle- 
raising  business,  because  I  think  there  is  a  limit  to  what  we  can  hire 
ability  to  do  and  do  well. 

The  Chairman.  Well,  now,  with  3'our  vast  resources,  and  I  do  not 
consider,  as  Mr.  Colver  said,  that  the  amount  of  money  you  gentle- 
men have  made  or  have  is  a  question  to  be  considered.  But  you  own 
your  own  cars  and  operate  them  better  than  the  railroad  companies 
do.    Suppose  a  railroad  company  does  not  deliver  your  cars? 

Mr.  Armour.  Well,  is  there  anv  reason  to  believe  that  if  the  rail- 
roads  take  our  cars  to-morrow,  that  they  will  operate  them  any  better 
than  they  have  operated  their  own  cars  for  the  last  20  years? 

The  Chairman.  There  is  only  one  reason  I  can  see  why  they 
should  not. 

Mr.  Armour.  Well,  if  they  will,  I  will  have  no  objection,  and  will 
withdraw  any  objection  I  have.    All  I  want  is  cars. 

The  Chairman.  That  they  will  have  to  operate  them  all  alike. 
But  taking,  now,  the  limit  of  busine^ss,  perhaps  the  railroad  compa- 
nies are  not  serving  the  Chicago  packers,  and  I  will  speak  of  them, 
big  and  little,  old  and  young,  as  they  ought  to  do.  If  they  are  not 
servinj;  you  to  suit  you,  what  hinders  you  buying  a  railroad  and  oper- 
ating It  to  suit  yourself! 

Mr.  Armour.  Nothing,  if  you  have  money  enough. 
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The  Chairman.  Certainly  not.  So  now,  isn't  it  a  fact,  or  isn't  it 
something  we  at  least  ou^ht  to  consider  that  when  a  business  gets  so 
large  as  to  affect  the  entire  public  and  its  possibilities  get  where  no 
successful  competition  can  reach  it  that  is  practical  and  available, 
that  the  Government  will  have  to  step  in  and  prevent  further  ab- 
sorption, even  though  it  might  do  the  unit  of  service  more  cheaply 
or  better,  pos3ibly,  than  if  the  ownership  were  more  generally  dis- 
tributed and  competition  and  individual  initiative  were  more  en- 
couraged ? 

Mr.  Armour.  That  can  be  answered,  I  think,  from  our  business, 
and  that  is  the  only  standpoint  I  can  answer  it  from.  I  think  it 
would  be  a  mistake  for  Armour  &  Co.  to  try  to  take  on  products 
they  could  not  properly  handle ;  and  when  I  say  "  properly  handle," 
I  mean  handle  to  the  interest  of  the  consumer  as  well  a3  of  the  pro- 
ducer. Now,  Mr.  Chairman,  the  minute  we  get  away  from  that 
Armour  &  Co.  becomes  a  failure,  and  anybody  else  becomes  a  failure. 
It  is  not  the  great  quantity  of  articles  that  a  man  handles  that  makes 
him  a  success.  I  claim  that  if  we  should  try  to  handle  all  the  articles 
you  state  that  it  is  possible  for  us  to  handle  and  which,  theoretically 
speaking,  we  could  handle,  but  practically  speaking  we  could  not 
handle,  we  would  not  be  of  use  to  the  consumer,  and  would  not  be 
of  use  to  the  producer,  and  we  would  not  be  of  use  to  ourselves. 
The  minute  we  cease  to  be  of  U3e  to  these  three  people,  Armour  &  Co. 
have  no  place  in  the  community. 

The  Chairman.  I  am  not,  of  course,  insisting  that  the  mere  size  of 
the  business  you  are  doing  makes  you  a  public  utility. 

Mr.  Armour.  I  understand,  x  ou  want  to  know  where  the  stop- 
ping place  is. 

The  Chairman.  But  when  it  gets  so  large  that  it  may  affect  the 
public,  it  would  be  charged  with  a  public  interest,  at  least,  in  its 
effects. 

Mr.  Ar^iour.  I  agree  with  you  on  that,  but  is  it  so  large  when  any 
busine^  that  may  be  done  is  a  help  to  the  producer  and  the  con- 
sumer, which  I  claim  Armour  &  Co.  is.  Any  concern  that  can  do 
business  and  get  only  1.8  cents  out  of  every  dollar,  isn't  that  a  help  to 
the  consumer  t     I  think  it  is. 

The  Chairman.  It  might  be. 

Mr.  Armour.  And  it  is  just  as  much  help  to  the  consumer  as  it  to 
the  producer.  Armour  &  Co.'s  function  is  a  good  deal  like  the  Penn- 
sylvania depot  is  down  here.  You  go  down  to  go  to  Chicago.  You  go 
down  in  a  cab,  then  you  put  your  satchel  out,  and  a  negro  takes  your 
satchel  and  puts  it  on  the  train,  then  you  pay  him  something  for 
doing  it.  Now,  we  are  no  different  from  that  at  all.  We  buy  the  live 
animals,  and  they  go  through  one  door  and  out  through  the  other, 
and  we  retain  1.8  cent3,  as  we  did  last  year  on  every  dollar's  worth  of 
business  we  did.  And  that  includes  everything.  It  does  not  include 
just  the  meatp  but  everything  we  handle. 

Now,  I  claim  when  you  can  do  that  you  are  a  benefit  to  the  con- 
sumer. And  you  are  also  a  benefit  to  the  producer,  because,  as  a 
matter  of  fact,  the  way  this  thing  works  out^  Armour  &  Co.  are  not 
particularly  interested  in  the  price  of  live  cattle  as  long  as  they  do 
not  get  90  low  that  they  stop  production  and  they  do  not  get  so  high 
that  they  stop  consumption.    You  understand  what  I  mean  ? 
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The  Chairman.  Yes;  I  understand. 

Mr.  Armour.  All  we  get  is  just  a  shaving.  I  claim  that  that  shav- 
ing is  SO  small  that  we  must  be  a  benefit  to  somebody. 

The  Chairman.  If  you  get  only  so  much  per  pound  then  in  order 
to  make  any  money  you  must  have  a  great  number  of  pounds. 

Mr.  Armour.  Absolutely. 

The  Chairman.  Now,  it  appears  plainly  from  your  statement 
that  the  private  refrigerator  cars  can  not  be  used  by  packers  except 
at  a  very  material  loss.  Then  how  is  it  going  to  be  possible  for  the 
small  packer,  with  a  small  capital,  to  own  any  of  these  cars  ?  And 
without  them,  how  are  they  going  to  compete  with  companies  like 
yours  who  do  own  them  and  are  willing  to  lose  a  large  amount  of 
money  each  year  in  order  to  have  them  ? 

Mr.  Armour.  I  presume  if  the  railroads  would  handle  them;  that 
is,  I  mean  furnish  them,  all  right.  But  there  is  one  thing  that  you 
must  take  into  consideration,  and  that  is  how  that  profit,  very  small 
for  the  last  four  years 

The  Chairman  (interposing).  I  am  not  on  profits  now,  but  on  the 
matter  of  private-car  ownership  and  loss. 

Mr.  Armour.  I  know  you  are  on  ownership  of  cars  as  based  on 
what  a  man  can  make  on  his  cars.  There  is  no  question  about  that 
in  my  mind.  If  a  man  can  not  make  money  on  cars,  he  is  not  going 
to  buy  cars.  The  same  thing  has  happened  about  refrigerator  cars 
that  has  happened  to  the  railroads  before  the  railroads  were  taken 
over  by  the  Government.  Everything  costs  more,  but  their  rates  did 
not  go  up,  and  the  result  was  that  every  railroad  in  the  country 
was  losing  money.  Now,  in  ordinary  times,  before  the  war,  a  re- 
frigerator car  might  have  cost  $1,700.  Way  back  they  cost  $900  and 
$1,200  was  considered  a  big  price  for  them.  During  the  war  any  man 
who  bought  any  refrigerator  cars  paid  $2,500,  and  we  built  1,000  of 
them  at  a  cost  of  $2,500,000.  And  mileage  has  not  changed  any  for  a 
long  time. 

The  Chairman.  They  are  operated  at  least  without  profit! 

Mr.  Armour.  Yes,  sir. 

The  Chairman.  You  gentlemen  who  have  private  cars,  and  you 
find  private  cars  are  essential  in  order  to  provide  service,  and  to  con- 
tinue the  life  of  your  business,  may  answer  how  any  packer  who 
doesn't  have  private  cars  and  can  not  get  them  to  compete  in  the 
same  field  that  you  cover? 

Mr.  Armoxtr.  If  he  can  not  get  them  he  can  not.  But  there  are 
enough  other  private  cars,  as  a  rule,  to  take  care  of  that  trade. 
There  are  enough  such  cars,  generally  speaking. 

The  Chairman.  You  have  Just  shown  in  your  statement  that  the 
service  of  other  cars  is  so  inemcient 

Mr.  Armour  (interposing).  Not  so  good;  no,  sir. 

The  Chairman  (continuing).  So  inefficient  that  no  private  com- 
pany can  afford  to  buy  cars  with  the  idea  that  they  are  ^ing  to  get 
any  profit  or  anv  better  service  than  you  are  gettmg  with  yours. 

Mr.  Armour.  To  buy  new  cars,  I  don't  think  they  would. 

The  Chairman.  No  railroad  company  would  do  it  f 

Mr.  Armour.  No  railroad  company  could  afford  to  take  our  cars 
over  and  to  buy  new  cars  at  1-oent  mileage,  at  the  present  cost  of 
cars,  or  at  tiie  cost  of  cars  within  the  last  five  years. 
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The  Chairman.  You  said  you  were  jealous  of  volume  of  business ; 
that  if  there  were  a  growth  in  business  of  other  packers  you  wanted 
to  increase  equally  with  them? 

Mr.  Armoitr.  Yes,  sir. 

The^  Chairman.  All  the  large  packers,  as  you  have  just  stated,  are 
watching  each  other  and  striving  not  only  to  do  as  well  as  the  others 
but  better  if  they  can.  They  having  already  the  field,  and  having 
the  capital,  and  naving  the  machinery  for  distribution,  the  markets, 
banks,  stockyards,  private  cars,  and  everything  of  that  sort,  they 
are  fighting  each  other  for  volume  of  business.  Now,  if  with  that 
great  power  they  have  to  make  such  an  effort,  how  is  any  individual 
small  packer  to  get  into  the  field  with  any  promise  of  success? 

Mr.  Armour.  There  are  a  great  many  independent  packers  in  the 
field  and  they  all  make  more  money  than  we  do. 

The  Chairman.  At  one  time  when  the  five  great  packers  began 
to  war  on  each  other  as  to  volume  of  business,  or,  I  mean,  if  at  any 
time  the  five  great  packers  were  to  begin  a  war  on  each  other  as  to 
volume,  and  that  war  should  lead  to  sharp  competition,  then  the 
little  fellows  have  got  to  get  close  to  the  shore,  haven't  they? 

Mr.  Armour.  Not  necessarily,  because  the  expenses  of  the  big 
packers  are  a  great  deal  more  in  proportion  to  his  size  than  the  little 
packer. 

The  Chairman.  A  great  deal  more  as  to  the  unit  of  profit? 

Mr.  Armour.  N"o;  in  size. 

The  Chairman.  The  unit  of  profit  is  what  you  make  your  money 
on,  is  it  not? 

Mr.  Armour.  Yes;  and  in  the  volume  or  size  of  business.  But 
the  little  packer  doesn't  have  the  expense  of  the  big  packers.  The 
little  packer  to-day  will  make  more  money  in  proportion  than  the 
big  packer  will  make.  I  do  not  think  there  is  a  little  packer  in  the 
room  now  who  wouldn't  say  that. 

The  Chairman.  Then  you  gentlemen  ought  to  split  up,  and  then 
you  could  do  better  than  you  do  now. 

Mr.  Armoxtr.  No;  while  there  is  a  greater  percentage  it  is  not' 
so  large  in  the  aggregate  as  the  big  packer  will  make. 

The  Chairman.  The  overhead  of  the  small  packer,  if  he  hasn't 
cars  of  his  own,  would  add  a  great  deal  more  to  his  unit  of  profit. 

Mr.  Armour.  No^ir;  I  don't  think  so. 

The  Chairman.  You  large  packers  then  are  not  doing  your  busi- 
ness economically  if  you  can  not  conduct  it  as  at  little  cost  as  any- 
body else. 

Mr.  Armour.  No;  I  think  in  any  business  that  the  small  man's 
overhead  up  to  a  certain  point  is  always  smaller  than  that  of  the  big 
man.    When  the  snSiall  man  goes  past  that  point  of  course  it  rises. 

The  Chairman.  Then  the  fact  is  that  the  public,  inasmuch  as  it 
has  to  procure  from  the  large  packers  a  very  large  percentage  of 
iheir  purchases  of  such  meat  as  they  handle,  have  to  pay  you  that 
much  more  therefor ;  and,  if  the  big  packers  can  not  serve  the  public 
as  economically  as  the  little  packers  can,  it  is  a  very  good  reason 
why  in  the  public  interest  they  should  cease  to  exist. 

Mr.  Armour.  That  does  not  exist  only  up  to  a  certain  point.  It 
can  not  exist  beyond  a  certain  point  where  the  little  man  gets  big. 

The  Chairman.  With  the  fierce  competition  that  you  say  exists 
between  the  big  packers,  say  Swift  &  Co.  and  the  others,  in  every 


674         GOVERNMENT  CONTROL  OF  MEAT-PACKING  INDUSTRY. 

respect — and  it  is  not  competition  unless  it  is  real  and  genuine— I 
can  not  see  how  the  little  packers  without  the  established  trade  that 
you  have  and  the  capital  that  you  have,  cun  possibly  make  more 
money  per  unit  of  product  or  out  of  his  investment  than  you  can. 

Mr.  Armour.  Thw  do. 

The  Chairman.  Then  the  public  is  interested  in  having  the  cheap- 
est production? 

Mr.  Armour.  Well,  but  you  understand  that  only  goes  to  a  certain 
point,  as  I  say,  and  when  you  pass  that  point  you  can  not  do  it. 

The  Chairman.  And  if  you  gentlemen,  on  account  of  your  size. 
have  ceased  to  be  economical,  that  is  in  the  sense  that  the  public  is 
interested  in  it — ^that  is,  that  you  shall  furnish  at  the  lowest  possible 
cost  these  meats ;  why,  then,  it  seems  to  me  it  is  ^ood  reason  why  we 
should  do  something  to  stop  their  growth  instead  of  increasing  it, 

Mr.  Armour.  That  won't  work  out.  The  smaller  packers  have  a 
local  sphere  or  a  limited  territory  only  and  when  they  go  beyond  this 
their  range  of  expense  increases  bevond  the  pro  rata  unit  that  exists 
within  their  limited  territory.  An5  upon  a  national  basis  the  smaller 
packer's  expense  would  increase  and  would  be  at  least  as  big,  if  not 
bigger,  than  ours — probably  bigger — ^because  of  our  great  widespread 
volume  of  business,  our  very  efficient  system  of  distribution,  and  the 
consequent  economies  in  our  costs  of  doing  business. 

The  Chairman.  Well,  Mr.  Armour,  the  other  members  of  the  com- 
mittee  will  no  doubt  cover  the  whole  field  with  you,  and  as  you  are 
the  kind  of  man  that  answers  right  off  and  does  not  dodge  anything* 
I  am  going  to  turn  you  over  now  to  Mr.  Esch. 

Mr.  Armour.  I  have  no  desire  to  dodge  anything. 

The  Chairwan.  I  have  no  complaint  to  make,  Mr.  Armour,  of 
your  demeanor  as  a  witness.    Mr.  Esch,  you  may  take  the  witness. 

Mr.  Esch.  Mr.  Armour,  the  evidence  taken  by  the  Federal  Trade 
Commission  seems  to  disclose  a  joint  ownership  on  the  part  of  the 
big  packers  in  the  various  stockyards  at  the  primary  markets.  That 
is  true,  isn't  it  ? 

Mr.  Armour.  At  some  of  the  markets;  yes,  sir. 

Mr.  Esch.  Does  that  joint  ownership  on  the  part  of  the  packers* 
or  a  single  ownership  on  the  part  of  a  packer,  of  stockyards  at  a  pri- 
maiy  market,  have  any  adverse  effect  upon  the  producer  of  live 
stock? 

Mr.  Armour.  I  don't  think  so;  no,  sir. 

Mr.  Esch.  Does  the  fact  that  the  packer  is  not  only  the  buyer 
of  a  large  percentage  of  the  live  stocK,  but  also  owns  and  operates 
the  stockyards  where  the  buying  is  done,  so  far  as  your  experience 
goes,  worlc  to  the  disadvantage  of  producers? 

Mr.  Armour.  I  do  not  think  so;  no,  sir. 

Mr.  Esch.  Is  the  joint  or  single  ownership  of  stocla^ards  at  the 
primary  markets  an  mstrument  m  anyway  for  the  artiffcial  increase 
or  decrease  in  the  prices  for  live  stock? 

Mr.  Armour.  I  didnt  just  catch  that  question. 

Mr.  Esch.  I  will  ask  the  stenographer  to  read  it. 

(The  stenographer  at  this  point  repeated  the  question), 

Mr.  Armour.  No,  sir. 

Mr.  Esch.  Do  you  packers  owning  interests  in  these  stockyards, 
directly  or  indirectly,  use  such  ownership  in  affecting  the  prices  they 
pay  for  the  stock  they  buy! 
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Mr.  Armour.  No,  sir ;  not  at  all. 

Mr.  EscH.  So,  then,  it  is  your  conclusion  that  the  ownership  of 
stockyards  by  packers,  either  singly  or  in  groups,  is  not  a  disad- 
vantage in  the  process  of  the  cattle  industry  ? 

Mr.  Armour.  I  do  not  think  it  would  make  one  bit  of  difference 
who  owned  the  stockyards  as  to  the  price  of  cattle.  Is  that  what 
you  meant? 

Mr.  EscH.  Yes;  as  to  the  price  of  cattle. 

Mr.  Armour.  Not  one  bit  of  difference. 

Mr.  EscH.  If  that  be  true,  then,  it  is  immaterial  in  whose  owner- 
ship these  stockyards  are  ? 

Mr.  Armour.  Absolutely,  if  the  service  is  just  a3  good  as  it  is  now. 

Mr.  EsGH.  Does  the  fact  that  these  stockyards,  are  owned  jointly 
or  separately  by  the  packers  increase  the  movement  of  cattle  from 
the  farm  to  the  consumer? 

Mr.  Armour.  I  do  not  think  it  makes  any  difference. 

Mr.  EscH.  In  your  opinion,  then,  parties  wholly  independent  of 
the  packing  industry  could  as  well  own  and  operate  these  stockyards 
as  do  the  packers  themselves  ? 

Mr.  Armour.  Why,  yes;  I  see  no  reason  to  the  contrary,  if  they 
have  the  outlet. 

Mr.  EscH.  Does  the  ownership  of  stockyards  by  one  or  more 
packers  cause  those  packers  to  build  up  that  market  in  order  that 
more  business  might  be  done  at  that  yard  ? 
ffi    Mr.  Armour.  I  do  not  think  so ;  no. 

Mr.  EscH.  Is  there  any  rivalry  between  the  stock  markets  as  to  the 
amount  of  business  that  should  be  done  and  in  securing  shipments  to 
those  markets? 

Mr.  Armour.  You  are  talking  now  from  a  stockyards  standpoint? 

Mr.  EscH.  Yes. 

Mr.  Armour.  Why,  I  think  there  is. 

Mr.  EscH.  If  one  of  the  packers  owns  the  stockyards  at  St.  Joe  and 
another  at  Kansas  City,  it  would  be  to  the  interest  of  the  packer  to 
build  up  the  market  at  the  stockyards  where  he  had  a  financial  inter- 
est, would  it  not  ? 

Mr.  Armour.  Provided  it  did  not  cost  him  too  much  money. 

Mr.  EscH.  How  is  that  ? 

Mr.  Armour.  Provided  he  did  not  have  to  pay  too  big  a  price  for 
his  live  stock  to  bring  there ;  yes. 

Mr.  EscH.  Well,  would  the  fact  of  such  competition  in  ownership 
of  live-stock  yards  have  an  effect  on  the  prices  they  would  offer  to 
the  producer?  '    * 

Mr.  Armour.  I  do  not  think  it  would,  broadly  speaking;  no. 

Mr.  EscH.  If,  theUj  there  is  no  competition  in  the  price  offered  to 
the  producer  as  to  which  yard  the  stock  should  be  sent,  there  wouldn't 
be  any  competition  between  the  stockyards  in  the  business  to  be  done. 

Mr.  Armour.  Except  as  to  the  cost  of  transportation.  Live  stock 
would  go  to  certain  natural  yards.  Take  Fort  Worth,  and  it  is  nat; 
ural  for  the  cattle  and  hogs  that  are  in  Fort  Worth  to  go  to  the  place 
where  their  freip^ht  is  cheapest  and  where  they  will  have  the  least 
shrinkage;  and  if  they  donx  get  as  good  a  price  at  that  place,  they 
always  nave  the  privilege  to  snip  it  to  some  other  yard. 
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Mr.  EscH.  Is  this  true  ( I  take  it  from  part  2  of  the  Federal  Trade 
Commission's  report) : 

A  pucker  heavily  intoreHte<)  In  u  Htock.vnnls  coinpaiiy,  such  hh  Swift  &  (Jo.  at 
St.  Joe  or  MorrlH  at  Kiinmis  C^lty,  deslren  to  have  the  tuarket  8Upporte<l  in  order 
to  keep  Mbippers  sending  their  live  stock  to  it. 

Is  that  true? 

Mr.  Armour.  That  is  true  and  it  is  not  true. 

Mr.  Ksc'H.  In  what  respect  it  is  not  true? 

Mr.  Armox'r.  Well,  Mr.  Swift,  who  owns  stock  in  the  St.  Joe  yards, 
coiUd  not  afford  to  pay  very  mucli  more  for  his  live  stock  at  St.  Joe 
than  he  could  fjfet  live  stock  at  any  other  place  where  he  has  a  packing 
house. 

Mr.  Escii.  Is  there  a  tendency  to  supplant  railroad  stockyards  with 
stockyards  owned  and  operated  by  the  packers  ? 

Mr.  Armour.  I  did  not  understand  your  question. 

Mr.  Plsc'ii.  Is  there  a  tendency  to  supplant — ^yes.  supplant  is  the 
word — railroad  stockyards  with  stockyards  owned  and  operated  by 
the  packers  ? 

Mr.  Armour.  You  use  the  word  "  supplant  "  in  what  way  ? 

Mr.  Ksc^if.  Taking  the  place  of.  I  think  the  chairman  cited  a  place 
at  Fort  Worth. 

The  Chairman.  Yes;  the  railroad  company  owned  the  stockyards 
and  the  packing  houses  brought  certain  influence  to  bear  upon  them  to 
get  the  stockyards. 

Mr.  Ksni.  So  that  there  might  be  a  certain  business  on  a  certain 
line  of  railroad,  I  take  it. 

Mr.  Armour.  Generally  speaking,  I  would  say  no. 

Mr.  EscH.  Where  thei-e  is  a  stockyard  not  owned  and  operated  by 
the  packers  but  owned  and  operated  by  a  railroad  company  is  the 
service  usually  suflScient  and  satisfactory  ? 

Mr.  Armour.  Stockyards  that  are  owned  by  whom? 

Mr.  Escii.  Railroad  companies. 

Mr.  Armour.  Well,  I  do  not  know  that  I  know  about  that,  because 
most  of  the  stockyards  that  we  are  interested  in — I  mean  at  most  of 
the  places  where  we  have  packing  hous*»s — we  have  some  interest  in 
the  stockyards. 

Mr.  Esiii.  So  that  vou  do  not  have  to  handle  vour  stock  at  a  yard 
owned  by  the  railroad  companies.    Are  thei-e  sucli  yards? 

Mr.  Armour.  Well.  I  presume  thi^re  are.  Do  you  mean  owne<l  by 
the  railroad  companies? 

Mr.  EscH.  Ye8. 

Mr.  Armour.  I  doubt  if  there  are  niany.  There  may  l)e  some  little 
stockyards,  but  generally  si)eaking.  I  woidd  say  no. 

Mr.  Es(  II.  Aivn't  the  stockyanls  at  Buffalo  and  Pittsburgh,  and 
other  places,  owned  by  the  railroads? 

Mr.  Armour.  I  do  not  know  whether  they  are  owned  by  the  rail- 
n>ads  at  Buffalo  or  not. 

Mr.  Es<n.  How  about  Detroit? 

Mr.  Armour.  I  do  not  know  al)OUt  Detroit. 

Mr.  EscH.  One  of  the  witnesses  here  on  yesterday  testified  al)OUt 
Detroit. 

Mr.  Armour.  Well,  I  could  not  personally  answer  that  because  I 
do  not  know  who  owns  the  stockyards  at  Detroit. 
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Mr.  EscH.  One  of  the  witnesses  here  on  yesterday  complained  of 
the  treatment  received  by  his  house  at  the  hands  of  the  stockyards 
management  at  Detroit,  that  yard  being  under  the  ownership  of  a 
railroad. 

Mr.  Armour.  Well,  I  do  not  know  about  that,  Mr.  Esch.  We 
have  no  interest  in  Detroit,  so  I  really  could  not  answer  that  ques- 
tion intelligently. 

Mr.  Esch.  The  point  I  am  trying  to  get  at  is  this :  Whether  where 
there  are  stockyards  owned  by  railroads  their  management  and 
operation  is  more  efficient  and  more  satisfactory  than  those  stock- 
yards owned  and  operated  by  the  packers? 

Mr.  Armour.  I  wouldn't  think  thew  were ;  no. 

Mr.  Esch.  Then  in  that  you  see  a  justification  for  the  ownership 
and  operation  of  these  stockyards  by  the  packers  themselves? 

Mr.  Armour.  Why,  if  anybody  can  operate  the  stockyards  as  well 
as  the  packers  can  operate  them,  I  have  no  objection  whatever  to 
having  them  operated  or  owned  by  others. 

Mr.  Esch.  Is  your  fear  based  on  the  fact  that  if  the  railroads 
should  own  and  operate  the  stockyards,  there  wouldn't  be  that  effi- 
cient service  which  you  now  claim  you  are  receiving  at  the  stock- 
yards owned  and  operated  by  the  pacKers? 

Mr.  Armour.  I  wouldn't  think  there  would  be. 

Mr.  Esch.  Now,  just  tell  us  the  reason  you  wouldn't  think  there 
would  be. 

»  Mr.  Armour.  Why,  for  the  very  reason  that  we  have  never  found 
that  cars  operated  by  the  railroads — we  think  we  get  better  efficiency 
out  of  our  management  than  the  railroads  get  out  of  operating  the 
cars,  or  anything  else  that  the  railroads  do. 

Mr.  Esch.  How  about  the  equipment  supply  ?  Do  you  think  the 
packers  would  have  better  equipment  in  all  respects  ? 

Mr.  Armour.  At  the  stockyards? 

Mr.  Esch.  Yes;  more  suited  to  the  business  and  more  adapted  to 
the  various  kinds  of  business  you  have  to  do. 

Mr.  Armour.  Well,  I  think  the  packers  have  aiways  tried  to  have 
their  equipment  a  little  above  the  wants  of  the  community.  That 
has  been  the  personal  desire  that  the  individual  would  have,  and  the 
individual  can  see  the  requirements  in  the  future  a  little  better  than 
can  a  railroad  company,  and  will  do  a  little  better  than  if  owned  by 
a  railroad  company. 

Mr.  Esch.  If  the  stockyards  were  to  be  taken  over  by  the  Govern- 
ment and  operated  as  a  public  utility,  in  your  opinion,  would  that 
operation  be  as  successful  and  as  expeditious  as  now  ? 

Mr.  Armour.  I,  personally,  do  not  think  so;  no. 

Mr.  Esch.  Would  that  be  the  reason  why  you  would  oppose  the 
provisions  of  the  bill  which  contemplates  such  taking  over? 

Mr.  Armour.  That  is  all.  It  is  simply  a  question  of  efficiency,  and 
that  is  all. 

Mr.  Esch.  You  think  the  packers,  owning  and  operating  the  stock- 
yards, would  be  more  alive  to  the  needs  of  the  business  and  more  re- 
sponsive to  the  demands  of  the  business,  and  hence  more  ready  and 
quick  to  put  in  the  latest  improvements  and  adaptations  for  carry- 
ing on  the  business? 

Mr.  Armour.  I  think  so ;  yes,  sir. 
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Mr.  EscH.  You  think  all  that  is  necessary  for  the  expeditious  and 
economical  handling  of  the  live  stock  and  packing  industry? 

Mr.  Armour.  Most  decidedly. 

Mr.  EscH.  The  kindred  qu^ion  would  then  come  to  the  owner- 
ship and  operation  of  refrigerator  cars  or  beef  cars.  Would  it  be 
your  contention  that  for  a  like  reason  the  Government  should  not 
own  and  operate  refri^rator  or  beef  cars? 

Mr.  Armour.  Yes,  sir. 

Mr.  EscH.  That  that  ownership  should  remain  where  it  is  now ;  is 
that  the  point? 

Mr.  Armour.  I  think  so;  and  also  the  Interstate  Commerce  Com- 
mission has  passed  upon  the  same  thing. 

Mr.  EscH.  Was  that  based  upon  the  fact — ^you  are  now  referring 
to  the  private-car  lines  report  made  in  July,  are  you  not? 

Mr.  Armouk.  Yes,  sir. 

Mr.  EscH.  By  the  Interstate  Commerce  Commission? 

Mr.  Armour.  Yes,  sir. 

Mr.  Escii.  Was  that  based  largely  upon  the  fact,  as  found  by  the 
conmiission,  that  you  got  a  larger  percentage  of  efficiency,  no  matter 
whether  in  mileage  or  ton  haul,  than  in  the  case  of  railroad  refriger- 
ator cars  ? 

Mr.  Armour.  Well,  I  assume  it  was.  I  do  not  know  on  what 
basis  it  was  formed.  I  do  not  know  on  what  basis  their  conclusions 
were  drawn ;  but  I  assume  that  would  be  naturally  the  case. 

Mr.  EscH.  Would  rapidity  of  movement  of  refrigerator  cars  and 
certainty  of  service  by  those  cars  be  necessary  for  the  successful 
management  of  the  packing  industry  ? 

Mr.  Armour.  Most  decidedly. 

Mr.  Escu.  Supposing  the  Government  takes  over  the  operation  of 
refrigerator  cars,  would  it  have  to  establish  an  administration  that 
would  be  as  complete  and  as  efficient  as  you  have  now  ? 

Mr.  Armour.  Yes;  and  further  than  that,  they  would  have  to  be 
willing  to  spend  a  great  deal  of  money  every  ^ear  to  take  care  of 
not  only  the  cars  that  were  destroyed,  but  the  increased  business  of 
the  country  as  the  ]X)pulation  increases. 

Mr.  Escii.  Would  railroad  management  as  readily  respond  to 
those  increases  or  gix>wing  demands  as  the  packing  industry  does? 

Mr.  Armour.  Well,  I  do  not  think  that  any  railroad  management 
on  anything  or  any  public  management  is  as  responsive  as  individual 
management  is. 

Mr.  EscH.  Well,  your  idea  is  to  leave  this  to  private  initiative? 

Mr.  ARMorR.  Yes;  I  do  not  think  the  other  way  is  natural.     It 

i'ust  doesn't  work  out.  I  think  the  initiative  of  the  individual  who 
iSLS  a  business — and  it  is  as  old  as  the  hills — is  usually  a  great  deal 
better.  He  sees  the  needs  of  the  business  better  than  the  man  who 
has  nothing  to  do  but  just  handle,  we  will  say,  refrigerator  cars. 
T'he  latter  man  will  have  a  hundi*ed  and  one  reasons  whv  he  can 
not  give  you  cars,  and  those  hundred  and  one  reasons  will  be  very 
bad  tor  the  packers  and  the  country  at  large  when  cars  were  needed. 
Mr.  Es<*ii.  Of  course,  there  should  be  no  discrimination  as  to 

I>eople  receiving  refrigerator  cars  under  the  interstate  commerce  act; 
nit,  as  a  matter  of  fact,  they  are  discriminated  against  because  there 
is  not  a  sufficient  supply  of  refrigerator  cars  and  they  can  not  be 
furnished  when  needea. '  You,  owning  your  own  cars,  have  absolute 
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control  and  mastery  over  them,  and  by  tracing  them  can  always 
keep  a  supply  on  hand ;  is  that  the  proposition  ? 

Mr.  Armour,  Yes,  sir. 

Mr.  EscH.  I  do  not  want  to  encroach  on  the  time  of  others  and 
will  not  ask  Mr.  Armour  any  more  questions  at  this  time. 

The  Chairman.  Mr.  Doremus,  do  you  wish  to  ask  Mr.  Armour 
any  questions? 

Mr.  Doremus.  I  would  like  to  ask  a  question  or  two.  Mr.  Armour, 
have  you  read  Mr.  Colver's  testimony  before  this  committee? 

Mr.  Armour.  I  do  not  know  that  I  have  read  it  all.  I  have  read 
the  greater  part  of  it,  and  I  think  practically  all  of  it.  I  do  not 
know  whether  I  have  read  every  bit  of  it,  however. 

Mr.  Doremus.  Have  you  read  that  part  of  it  dealing  with  the 
incorporation  of  the  Chicago  Stocks  Yards  Co.  under  the  laws  of 
Maine? 

Mr.  Armour.  I  think  so ;  yes,  sir. 

Mr.  Doremus.  Are  vou  sufficiently  familiar  with  this  testimony  in 
that  respect  to  state  whether  it  is  substantially  true? 

Mr.  Armour.  No  ;  I  am  not.  But  I  know  about  the  Chicago  Stock 
Yards,  if  you  want  to  know  anything  about  that,  and  I  wfll  try  to 
answer  any  question  you  ask  me. 

Mr.  Doremus.  I  refer  you  to  the  incorporation  of  the  company  by 
yourself  and  Mr.  Prince  under  the  laws  of  the  State  of  Maine,  with 
a  capitalization  of  $1,000,000,  which  capitalization  was  subsequently 
increased  to  $8,000,000  on  the  strength  of  a  typewritten  plan  of 
operation  that  was  submitted  by  someone  in  Boston. 

Mr.  Armour.  Well,  I  don't  Imow  on  what  grounds,  or  rather  I  had 
no  personal  knowledge  that  it  was  increased  on  some  typewritten 
report  of  some  man,  but  know  that  it  was  increased. 

Mr.  Doremus.  Mr.  Colver  testified  that  your  cash  contribution  to 
the  capital  stock  of  that  corporation  was  $194,000. 

Mr.  Armour.  I  do  not  know  how  much  it  was  and  therefore  I 
could  not  say  at  this  time,  but  I  will  be  very  glad  to  get  you  the 
figures  and  send  them  to  you.  I  can  not  furnish  them  now  because 
I  haven't  got  them  in  my  head,  but  they  are  available  for  this 
committee. 

Mr.  Doremus.  And  that  subsequently  on  the  strength  of  this  paper 
plan  the  capital  stock  was  increased  to  $8,000,000,  of  which  your 
mdividual  holdings  were  something  over  $1,000,000  without  an  addi- 
tional investment  of  any  cash. 

Mr.  Armour.  That  may  be  true,  without  any  additional  investment 
of  cash,  but  the  value  was  there.  The  value  had  increased  and  the 
value  was  there  if  that  was  done,  and  that  was  done. 

Mr.  Doremus.  You  are  quite  certain,  then,  that  the  $8,000,000  rep- 
resented actual  value  in  the  business? 

Mr.  Armour.  Yes,  sir ;  I  am  very  certain. 

Mr.  Doremus,  Well,  then,  any  inference  that  might  be  drawn  from 
the  testimony  of  Mr.  Colver  that  the  $7,090,000  represented  water  is 
not  correct? 

Mr.  Armour.  No,  sir.  I  think  the  valuation  of  the  Union  Stock 
Yards  is  actually  more  than  $8,000,000,  and  I  think  it  can  be  very 
easily  substantiated  by  anybody  going  out  to  Chicago  and  viewing 
the  land  and  the  different  things  they  own.  Before  that  was  done 
there  had  been  a  great  increase  in  the  value  of  the  land. 

09927— 19— PT  4 5 


680        GOVERNMENT  CONTROL  OF  MEAT-PACKING  INDU8TBT. 

Mr.  DoREMus.  When  was  the  Chicago  Stock  Yards  Co.  incor- 
porated? 

Mr.  Armour.  I  do  not  know.    Doesn't  it  say  there  f 

Mr.  Sweet.  It  says  in  1911. 

Mr.  DoREMUS.  Yes;  it  says  in  1911.  Was  the  property  at  that  time 
worth  $8,000,000? 

Mr.  Armour.  I  think  a  great  deal  more  than  $8,000,000. 

Mr.  DoREMus.  Why  was  it  only  originally  incorporated  for  a 
million  dollars? 

Mr.  Armour.  I  can  not  answer  that  question.  But  I  think  Mr. 
Prince  and  myself— and  I  am  a  small  stockholder  in  the  company^ 
comparatively  speaking. 

Mr.  DoREMus.  You  are  a  minority  stockholder? 

Mr.  Armour.  Yes,  sir. 

Mr.  DoREMus.  Do  you  know  who  the  other  stockholders  are? 

Mr.  Armour.  As  far  as  I  know  none  of  the  other  packers,  but 
F.  H.  Prince  is. 

Mr.  DoREMus.  You  think  F.  H.  Prince  owns  the  balance  of  the 
stock? 

Mr.  Armour.  I  think  so ;  yes,  sir. 

Mr.  DoREMus.  Mr.  Colver  testified  that  when  they  were  there 
investigating  they  were  unable  to  determine  who  the  other  stock- 
holders in  the  corporation  were. 

Mr.  Armour.  I  am  pretty  sure,  but  I  don't  know;  but,  as  I  say^ 
I  am  pretty  sure  it  is  F.  it.  Prince;  though  you  will  have  no  diffi- 
cultv  finding  that  out  if  you  will  ask  Mr.  Prince. 

Mr.  Doremus.  As  a  mmority  stockholder  in  a  cor{>oration  of  that 
kind  you  must  be  interested  in  knowing  who  owns  the  majority  of 
stock? 

Mr.  Armour.  As  far  as  I  know,  and  my  understanding  is  that 
F.  H.  Prince  does,  and  that  is  what  I  think. 

Mr.  Doremus.  So  far  as  you  know  there  are  no  other  stockholders? 

Mr.  Armour.  As  far  as  I  know  there  are  no  other  stockholders. 

Mr.  Doremus.  Do  you  happen  to  know,  Mr.  Armour,  why  they 
issued  those  so-called  stock  warrants  payable  to  bearer  instead  of 
stock  certificates? 

Mr.  Armour.  No  ;  I  do  not  know. 

Mr.  Doremus.  That  is  all  I  care  to  ask. 

The  Chairman.  Mr.  Hamilton,  do  you  wish  to  ask  Mr.  Armour 
anv  questions? 

Mr.  Hamilton.  Just  three  or  four  questions,  Mr.  Armour.  Have 
you  the  figures  to  enable  vou  to  state  approximately  the  number  of 
beef  cattle  in  the  United  States  in  proportion  to  population,  say,  in 
the  year  1918? 

Mr.  Armour.  Of  beef  cattle? 

Mr.  Hamilton.  Yes. 

Mr.  Armour.  T  do  not  know,  but  I  think  somewhere  between 
40.000,000  and  50,000,000.    I  could  not  answer  that  (juestion  off-hand. 

Mr.  Hamilton.  I  am  trying  to  pot  the  proportion  of  lieef  cattle 
to  population  in  order  to  make  a  comparison.  Can  you  give  me  the 
approximate  information  as  to  the  probable  proportion  of  beef  cattle 
to  population  in  the  year  1910? 

Mr.  Armour.  I  could  not  say,  but  these  things  are  all  a  matter  of 
record.    I  could  get  them  for  you ;  I  could  see  that  you  have  them. 
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And  you  can  get  that  information  from  the  Department  of  Agri- 
culture. 

Mr.  Hamilton.  Well,  has  the  supply  of  beef  cattle  been  increasing 
or  diminishing  according  to  population;  do  you  know  that? 

Mr.  Armour.  Well,  I  think  the  beef-cattle  supply  during  the  last 
two  year§  has  been  increasing. 

Mr.  Hamilton.  Increasing  in  the  last  two  years  ? 

Mr.  Armour.  Yes ;  during  the  last  two  or  three  years. 

Mr.  Hamilton.  Well,  then,  if  it  had  not  been  for  the  war  the  price 
of  meat  ought  to  have  declined. 

Mr.  Armour.  It  wouldn't  be  as  high  as  it  is  now. 

Mr.  Hamilton.  Well,  I  say,  operating  under  normal  conditions 
the  price  of  meat  ought  to  have  been  lower. 

Mr.  Armour.  I  do  not  know  as  it  would  have  increased,  and  do 
not  know  as  it  would  have  been  anywhere  near  as  high  as  it  is  now. 

Mr.  Hamilton.  Your  theory  is,  is  it  not,  that  the  law  of  supply 
and  demand  is  in  operation,  and  that  the  packers  are  not  restricting 
or  restraining  that  law  of  supply  and  demand  in  any  respect? 

Mr.  Armour.  Absolutely  not. 

Mr.  Hamilton.  How  many  packing  houses  have  Armour  &  Co. 
in  Argentina? 

Mr.  Armour.  We  have  one  that  we  own  entirely  ourselves,  and  we 
have  a  half  interest  in  another. 

Mr.  Hamilton.  What  influence,  approximatelv,  does  the  meat 
that  you  ship  from  Argentina  have  upon  the  maiTket  here? 

Mr.  Armour.  None  whatever,  because  there  has  not  been  any  meat 
come  from  Argentina  to  America  during  the  war. 

Mr.  Hamilton.  Did  it  have  any  influence  before  the  war? 

Mr.  Armour.  Yes,  sir,  I  think  so ;  and  it  would  tend  to  lower  the 
price  of  meat  here. 

Mr.  Hamilton.  It  did  tend  to  lower  it? 

Mr.  Armour.  Yes,  sir;  but  since  we  have  been  at  war  there  has 
been  no  Argentine  beef  shipped  into  the  Unit^ed  States.  It  has  all 
gone  to  England  and  France  and  to  the  continent. 

Mr.  Hamilton.  That  means  that  the  beef  packed  by  Armour  &  Co. 
in  Argentina  has  gone  direct  to  the  continent  of  Europe  or  to 
England  ? 

Mr.  Armour.  Yes,  sir ;  to  the  allies. 

Mr.  Hamilton.  By  the  way,  speaking  of  the  war,  did  Armour  & 
Co.  furnish  any  e^Cpert  assistance  to  the  Food  Administration  in 
trying  to  determine  the  license  under  which  the  prices  of  meat  should 
be  stabilized  during  the  war  ? 

Mr.  Armour.  No,  sir. 

Mr.  Hamilton.  It  has  been  testified  that  the  Food  Administra- 
tion had  expert  assistance  of  doUar-a-year  men  furnished  by  certain 
packers. 

Mr.  Armour.  Why,  we  furnished  a  good  many  dollar-a-year  men 
to  the  Government,  and  we  furnished  a  man  named  McDowell  to 
Barney  Baruch,  whatever  he  was  in  charge  of 

Mr. 'Hamilton  (interposing).  The  War  Industries  Board. 

Mr.  Armour.  Yes ;  the  War  Industries  Board,  I  believe.  I  do  not 
have  in  my  mind*  ana  I  think  I  am  correct  in  saying,  that  we  have  not 
furnished  anybody  who  happened  to  go  directly  to  Mr.  Hoover's  de- 
partment.   I^  that  the  one  you  refer  to? 
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Mr.  Hamilton.  Yes.  It  struck  me  as  quite  remarkable  that  the 
Food  Administration,  without  having  had  any  previous  experience, 
should  be  able  in  a  few  months  by  inspiration,  as  it  were,  to  invoke 
the  information  necessary. 

Mr.  Armour.  Well,  I  do  not  mean  to  say  that  they  have  not  had 
food  experts.  But  I  mean  to  say  they  haven't  had  any  in  their  em- 
ploy from  Armour  &  Co. 

Mr.  Hamilton.  Have  they  had  experts  from  other  packers  t 

Mr.  Armour.  I  have  no  Imowledge  of  that,  but  think  they  had — 
no,  I  don't  think  they  have  had  from  the  other  packers  directly. 
They  have  had  some  number  of  people  who  at  soine  time  were  witii 
the  packers,  but  not  at  the  time  the  war  broke  out.  They  had  men 
that  got  their  experience  with  the  packers  but  who  were  in  other 
business  when  the  war  broke  out. 

Mr.  Hamilton.  If  I  got  Mr.  Colver's  testimony  accurately,  I 
thought  he  said  so. 

Mr.  Armour.  I  do  not  want  to  mislead  you  at  all.  If  you  can  tell 
me  the  name  of  any  man,  I  can  quickly  tell  you  about  him. 

Mr.  Hamilton.  He  did  not  give  any  name. 

Mr.  Rayburn.  I  think  you  are  mistaken,  Mr.  Hamilton,  about  it's 
being  Mr.  Colver.  I  think  they  are  talking  about  Mr.  Hay  over  in 
the  Senate. 

Mr.  Hamilton.  No  ;  I  think  not. 

Mr.  Armour.  I  do  not  mean  to  say  that  they  had  no  food  experts, 
for  they  have  them,  too,  as  I  understand.  What  I  meant  was,  they 
didn't  have  anybody  that  came  from  Armour  &  Co.  Was  that  your 
question  ? 

Mr.  Hamilton.  Yes. 

Mr.  Armour.  No,  sir. 

Mr.  Hamilton.  I  wanted  to  know  how  the  Government  could  get 
alon^  with  the  management  of  a  tremendous  continental  and,  I  mi^t 
say,  international  business  without  previous  expert  knowledge. 

Mr.  Armouil  Well,  they  have  them.  They  have  had  men  with 
previous  expert  experience,  but  thev  didn't  happen  to  have  them 
from  the  packers.  But  there  are  plenty  of  experts  they  could  get 
without  coming  directly  to  Armour  &  Co.  or  to  Swift  &  Co. 

Mr.  Hamilton.  Where  would  they  get  them  ? 

Mr.  Armour.  Well,  the  man  who  happens  to  be  at  the  head  now  is 
a  man  named  Snyder.  I  say  he  is  at  the  head ;  he  is  here  now  under 
Mr.  Hoover.  He  does  a  business,  I  don't  know  of  how  many  million 
dollars  a  year,  maybe  $10,000,000,  maybe  $6,000,000,  or  maybe  $8,000,- 
000,  and  maybe  more.  He  knows  the  business  as  well  as  I  do.  I  do 
not  mean  to  say  that  in  an  egotistical  wav,  however.  But  he  knows 
it  as  well  as  anybody  in  the  packing  business,  by  reason  of  the  fact 
that  he  is  in  the  meat  business  in  Boston.  He  buys  and  sella  meat. 
He  sells  it  to  the  hotels.  There  isn't  anything  about  the  business,  I 
don't  think,  that  Mr.  Snyder  doesn't  know,  if  I  owned  a  business, 
Mr.  Snyder  could  run  it  for  me,  too,  because  I  think  he  is  a  man  who 
has  a  very  expert  knowledge  of  the  business. 

Mr.  Hamilton.  Your  theory,  Mr.  Armour,  is  that  by  virtue  of  the 
very  magnitude  of  your  business  you  and  the  other  packers,  say.  the 
five  great  packers,  each  unit  of  production  is  made  cheap  to  the  con- 
sumer, ana  cheaper  than  if  operated  hj  smaller  producers  t 

Mr.  Armour.  Most  decideoly ;  yes,  sir. 
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Mr.  Hamilton.  Now,  to  the  uninformed  man  the  operation  of  the 
stockyards  seems  to  present  the  opportunity  to  control  prices  of  meat 
on  the  hoof  to  some  extent.  For  illustration,  I  am  asking  you  for 
information  and  I  want  to  get  your  opinion.  Wlienever  a  shipper 
sends  cattle  and  hogs  to  stockyards,  the  yardage  charges  commence 
immediately,  and  the  cost  of  grain  and  hay  is  higher  there  than  any- 
where else,  so  that  it  becomes  important,  at  least  to  the  shipper  of 
live  stock,  to  get  that  stock  out  of  there  as  soon  as  he  can,  doesn't  it? 

Mr.  Armoxtb.  Yes. 

Mr.  Hamilton.  He  can  not  afford  to  keep  it  there  very  long;  they 
would  eat  their  heads  off  very  soon? 

Mr.  Armour.  Yes,  sir ;  and  shrink  their  heads  off,  too. 

Mr.  Hamilton.  Yes.  Now,  of  course,  any  expert  buyer  realizes 
that.  Having  in  mind  himian  nature,  it  has  occurred  to  me  that  it 
might  be  possible  that  your  buyers  and  Swift's  buyers,  and  buyers 
for  other  concerns,  possibly,  might  control  prices  to  some  extent. 
Your  buyer  doesn't  want  to  pay  any  more  than  he  has  to,  I  suppose. 

Mr.  Armour.  I  hope  not. 

Mr.  Hamilton.  You  wouldn't  like  to  think  that  of  your  buyer  ? 

Mr.  Armour.  No,  sir ;  I  wouldn't  like  to  have  that  kmd  of  a  buyer. 

Mr.  Hamilton.  You  are  interested  in  having  your  buyer  buy  as 
low  as  he  can? 

Mr.  Armour.  Naturally. 

Mr.  Hamilton.  You  could  if  vou  wanted  to  drive  the  smaller 
dealer  out  of  the  yards,  couldn't  you  ? 

Mr.  Armour.  No,  sir;  most  decidedly  not. 

Mr.  Hamilton.  You  could  take  a  series  of  w^eks  and  put  the 
prices  so  low,  possibly  at  your  loss,  or  so  that  you  wouldnx  make 
much,  possibly,  but  so  low  that  the  smaller  dealer  could  not  compete 
with  you,  couldn't  you  ?  Your  capital  is  suflScient  to  enable  you  to 
do  that,  isn't  it? 

Mr.  Armour.  You  are  talking  about  the  individual  market  now? 

Mr.  Hamilton.  You  could  do  it  if  you  wanted  to. 

Mr.  Armour.  Are  you  talking  about  the  individual  market? 

Mr.  Hamilton.  I  am  talking  about  operations  on  stockyard^. 
You  could  do  that,  couldn't  you  f 

Mr.  Armour.  No,  sir ;  that  wouldn't  be  possible. 

Mr.  Hamilton.  Why  not  ? 

Mr.  Armour.  If  Armour,  or  Swift,  or 

Mr.  Hamilton  (interposing).  It  has  been  argued  here  that  it  is 
possible.    I  want  your  ideas  on  the  subject. 

Mr.  Armour.  All  right.  If  what  you  call  the  big  packers  were  the 
only  buyers  on  that  market,  and  they  were  the  only  buyers  on  all 
other  markets,  that  would  be  possible;  yes.  But  they  are  not  the 
only  buyers  /on  that  market ;  there  are  many  other  buyers,  and  what 
you  might  call  speculators,  who  buy  cattle  and  have  no  slaughter- 
houses at  all.  They  buv  cattle  with  the  hope  that  next  week  they 
will  be  higher,  or  buy  them  and  ship  them  to  some  other  market  in 
the  hope  that  they  will  find  a  higher  market  somewhere  else. 

Mr.  Hamilton.  They  have  no  set  market  for  their  purchases  such 
as  you  have,  or  for  your  produce  such  as  you  have. 

Mr.  Armour.  Oh,  yes;  there  are  many  other  buyers  except  us. 

Mr.  Hamilton.  Thev  are  smaller  than  vou  are? 
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Mr.  Armour.  Yes;  they  are  smaller,  but  if  we  tried  to  buy  any 
particular  bunch  of  cattle,  say  at  Omaha;  suppose  we  tried  to  buy 
any  particular  bunch  of  cattle  at  Omaha  very  low — and  you  are  talk- 
ing now  about  collusion,  aren't  you  ? 

Mr.  Hamilton.  I  have  not  suggested  collusion  at  this  stage. 

Mr.  Armour.  There  is  no  other  wav  that  vou  could  do  it.  There 
IS  no  other  way  that  that  could  happen,  because  if  we  tried  to  buy 
a  particular  Bunch  of  cattle  way  below  the  market — under  the 
market  of  vesterdav  and  dav  before  yesterday  and  what  is  ffoinc: 
on  the  market  to-day — we  wouldn't  got  that  bunch  of  cattle,  because 
there  would  be  somebody  else  who  would  be  there  and  buy  that 
bunch  of  cattle,  or  the  man  who  owned  them  instead  of  selling  that 
bunch  of  cattle  to  us  would  sell  to  somebody  else.  He  knows  what 
the  market  is  just  as  well  as  we  do,  and  instead  of  selling  that  cattle 
to  us,  if  we  made  a  fool  bid,  way  below  the  market,  he  would  either 
liold  the  cattle  until  the  next  dav.  which  would  cost  him  some  monev, 
it  is  true,  unless  he  got  a  better  price  the  next  day  to  compensate^him, 
or  he  would  ship  his  cattle  on  to  Chicago,  which  is  often  done.  So 
I  sav  that  is  a  physical  impossibility  to  happen. 

Mr.  Hamilton.  He  would  lose  every  minute  they  stayed  there? 

Mr.  Armour.  Certainly  he  would  lose  something  every  minute, 
but  he  might  not  lose  enough 

Mr.  Hamilton  (interposing).  He  would  encounter  the  same  buy- 
ers there  ? 

Mr.  Armour.  But  the  same  buyers  do  not  buy  all  the  stock.  That 
could  not  happen  unless  they  bought  100  per  cent  or  90  per  cent  or 
75  per  cent  of  the  stock,  which  tnev  do  not  do.  There  are  plenty 
of  individual  buyers  from  these  small  packers,  and  there  are  lots  of 
other  people  who  buy.  They  must  buy  cattle:  not  as  many  cattle, 
of  course,  as  we  do,  but  they  buy. 

Mr.  Hamilton.  How  many  small  buyers  are  there? 

Mr.  Armour.  Mr.  Colver  said  60,  but  I  think  a  great  deal  more 
than  that.  I  personally  would  think  a  great  deal  more  than  that,  and 
still  60  are  a  good  many.  In  other  words,  if  we  tried  to  buy  anything 
much  below  the  market  we  wouldn't  get  it,  and  that  is  all.  We  do 
not  have  a  monopoly  of  the  market  at  all. 

Mr.  Hamilton.  You  say  that  it  is  not  possible  that  there  would 
be  collusion  between  the  representatives  of  the  five  packers  on  the 
yards? 

Mr.  Armour.  I  say  there  is  no  collusion ;  no. 

Mr.  Hamilton.  Still,  it  has  been  argued  here  that  it  is  easily 
possible,  and  certain  facts  detailed  here  indicate  that  it  might 
nappen. 

Mr.  Armour.  I  do  not  know  by  whom  it  is  argued,  but  it  is  not  so. 
It  is  certainly  not  so.  If  that  were  so,  and  this  may  be  far-fetched, 
the  present  price  of  hogs  and  cattle  wouldn't  be  where  it  is  to-day, 
especially  prices  for  cattle. 

Mr.  Hamilton.  Why  not? 

Mr.  Armour.  Because  they  wouldn't  be  as  high  as  they  are  to-day. 
If  we  had  any  way  to  permanently  or  even  temporarily  depress  t£ie 
price,  the  price  of  cattle  wouldn't  he  where  it  is  to-day. 

Mr.  Hamilton.  You  contend  that  you  are  not  in  a  position  to  in 
any  way  control  the  ^rice  of  meat  on  the  hoof  to  the  producer  t 

Mr.  ARHoini,  No,  sir. 
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Mr.  Hamii/iok.  And  you  are  not  in  any  position  to  control  the 
price  of  meat  to  the  consumer  ? 

Mr.  Armottr.  No,  sir;  absolutely  not;  absolutely  not.  You  see, 
beef  is  not  like  pig  iron.  We  ship  beef  to  all  our  nouses,  and  when 
we  ship  the  beef  we  do  not  know  what  we  are  going  to  get  for  it. 
We  may  guess  what  we  are  going  to  get  for  it,  but  we  do  not  know. 
We  know  about  what  the  consumption  of  beef  is  in  New  York.  Tiiat 
IS  our  business,  to  know.  I  do  not  know,  but  we  have  a  man  who 
knows.  We  know  what  the  consumption  of  beef,  for  instance,  is 
in  the  Washington  market.  Now,  we  know  when  we  ship  tliat 
beef,  if  the  market  is  steady  and  if  there  isn't  any  more  beef  going 
on  that  market  than  a  certain  amount,  what  the  result  will  likely 
be :  we  know  pretty  near  what  we  will  get  for  the  beef.  But  there 
aro  many  factors  which  enter  into  what  we  will  get  for  it.  Weather 
conditions  enter  into  it.  We  know  that  in  warm  weather  there  is  not 
as  much  beef  consumed,  and  the  consumption  of  beef  this  week  may 
not  be  the  same  as  the  consumption  of  beef  next  week. 
.  Mr.  Hamilton.  Do  you  carry  a  considerable  supply  of  meat  in  cold 
storage? 

Mr.  Armour.  Here  or  in  Chicago  ? 

Mr.  Hamilton.  I  mean  generally,  throughout  the  country. 

Mr.  Armour.  Well,  as  a  rule,  the  cattle  we  buy  to-day  or  the 
cattle  we  have  in  our  cold  storage  in  Chicago  or  in  our  various 
branches  is  usually  shipped  out  during  the  week.  I  mean  that  our 
weekly  buy  except  the  cattle  we  buy,  for  instance,  on  Friday  or  Sat- 
urday, are  usually  shipped  out  by  Saturday.  I  mean  that  all  cattle 
we  buy  up  to  Wednesday  ordinarily  are  shipped  and  on  their  way 
east  or  toward  destination  by  the  end  of  the  week. 

Mr.  Hamilton.  I  suppose  you  can  raise  or  lower  the  price  of  meat 
if  you  wan't  to,  can't  you  ? 

Mr.  Armour.  Well,  I  don't  think  we  could;  no.  I  think  the  price 
of  meat  is  absolutely  based  on  the  law  of  supply  and  demand.  It  is 
a  perishable  article,  and  has  got  to  be  sold  within  a  reasonable  time. 
In  fact,  all  our  beef  that  we  ship  is  shipped  with  that  idea.  We  try 
to  have  our  coolers  here  in  Washmgton  empt^  on  Saturday  night,  the 
end  of  the  week.  I  am  speaking  about  Washington  now,  and,  as  you 
know,  we  have  a  place  here,  and  ordinarily  we  try  to  have  all  our  beef 
sold  by  the  end  of  the  week. 

Mr.  Hamilton.  Would  that  meat  suffer  if  you  did  not  sell  it? 

Mr.  Armour.  Why,  it  wouldn't  suffer  if  you  held  it  for  a  day  or 
two.  But  it  would  suffer  if  you  kept  it  over  indefinitely.  It  is  the 
same  as  if  you  would  keep  it  in  your  house  or  anywhere  else,  and,  of 
course,  you  can  keep  it  a  day  or  two  or  two  or  three  days,  but  the 
longer  it  is  kept  the  more  undesirable  it  is  to  the  man  who  buys  it. 
It  may  look  as  well,  but  it  is  a  great  deal  better  to  sell  it  fresh,  not 
only  for  use,  but  for  the  man  who  buys  it. 

Mr.  Hamilton.  You  could  raise  the  price  of  meat,  of  steak,  if  you 
wanted  to,  for  a  little  while,  couldn't  you  ?  Your  system  is  designed 
to  stabilize  the  market  as  I  understand  it;  it  doesn't  fluctuate  much 
from  day  to  day. 

Mr.  Armour.  You  say  we  can  raise  the  price  of  meat.~  I  do  not 
know  how  many  cars  of  beef  we  send  here,  but  assume  we  send  10 
cars  a  week  now,  and  I  do  not  suppose  we  send  as  many  cars  as  we 
did  when  Washington  was  full  of  people.    But  if  we  were  to  cut  our 
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shipments  down  to  four  or  five  cars  a  week,  I  presume  naturally  the 
price  of  beef  would  rise  somewhat. 

Mr.  Hamilton.  Yes.  How  do  you  know  how  much  beef  to  ship, 
we  will  say,  to  a  given  city.    Take  Washington  for  instance. 

Mr.  Armour.  Well,  we  have  a  manager  here ;  the  manager  is  the 
head  of  the  whole  house.  He  has  charse  of  the  selling  and  every- 
thing. Under  that  manager  we  have  what  we  call  a  b^f  man,  and 
thatT)eef  man  doesn't  selfit  but  he  stays  in  the  cooler  all  the  while, 
and  when  I  say  cooler,  it  is  where  we  have  the  fresh  meat.  All  of 
that  man's  busmess  is  to  sell  the  fresh  meat. 

Mr.  Hamilton.  He  makes  requisition  on  you  for  a  supply  of  meat 
from  time  to  time? 

.Mr.  Armour,  Yes,  sir;  and  he  knows  by  the  way  customers  are 
coming  in,  or,  that  is,  he  snould  know,  and  these  men  are  well  paid. 
They  are  what  we  call  traders  and  good  men  and  can  sell  the  beef  for 
a  good  deal  more  money  than  a  poor  man  can.  The  man  who  has 
charge  of  the  cooler  can  tell  by  the  attitude  of  his  trade  as  they  come 
in  on  Monday  and  Tuesday  and  Wednesday,  and  can  also  tell  how 
much  the  other  packers  have  on  the  way. 

Mr.  Hamilton.  And  in  that  way  you  know  the  consumption? 

Mr.  Armour.  Naturally. 

Mr.  Hamilton.  Or  rather  the  needs  of  the  people  for  meat  through- 
out the  country  and  in  all  the  large  cities. 

Mr.  Armour.  Yes,  sir.  And  our  shipments  to  Washington,  for  in- 
stance, are  gauged  practically  wholly  on  recommendations  of  what 
our  manager  teUs  us  to  ship.  He  may  say  to  us,  "  Next  week  there 
will  be  a  convention  here,  and  I  think  the  beef  trade  will  be  good,'* 
and  he  will  order  more  beef  because,  naturally,  we  always  want  to  sell 
all  the  beef  we  can.  Our  expenses  for  running  these  houses  are  just 
the  same,  week  in  and  week  out,  practically. 

Mr.  Hamilton.  If  I  do  not  interrupt  you,  let  me  ask :  Do  you  make 
that  price  in  relation  to  the  price  you  pay  for  the  stock? 

Mr.  Armour.  No  ;  they  know  what  the  beef  cost  and  that  is  all,  and 
they  get  what  they  can  for  it.  If  we  ship  a  car  of  beef  down  here, 
one  week  we  may  get  a  cent  a  pound  profit  on  that  beef,  and  the  next 
week 

Mr.  Hamilton  (interposing).  I  didn't  catch  the  latter  part  of  your 
answer. 

Mr.  Armour.  There  may  be  one  week  that  our  man  would  get  a 
cent  a  pound  profit  on  his  beef,  the  next  week  he  might  suffer  a  Imlf  a 
cent  a  pound  loss. 

Mr.  Hamilton.  Why  is  that? 

Mr.  Armour.  Because  there  is  more  beef  on  the  market  and  the 
weather  may  change,  and  there  are  lots  of  reasons  for  it.  People  do 
not  eat  so  much  beef  in  hot  weather.  You  may  go  along  and  have 
quite  a  hot  week. 

Mr.  Hamilton.  Then  your  supply  is  gauged  according  to  climatic 
conditions. 

Mr.  Armoxtr.  Yes:  the  beef  for  next  week  is  already  on  the  road^ 
has  already  been  shipped. 

Mr.  Hamilton.  Your  current  price  of  meat  is  not  regulated  by  the 
price  of  cattle? 

Mr.  Armour.  No,  sirj  we  may  tell  the  man.  You  are  selling  oar 
beef  at  a  loss,  and  he  will  give  us  many  reasons  why  he  did  not  get 
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more.  I  do  not  mean  for  you  to  infer  that  we  do  not  get  all  we  can 
for  our  beef,  b^ause  we  do^  but  the  man  who  is  selling  our  beef  here 
doesn't  always  haye  it  in  his  power  to  get  relatively  as  good  a  price 
as  we  might  have  had  to  pay  for  the  cattle.  All  he  knows  is  what  the 
beef  cost  ua  We  send  him  a  memorandum  of  what  the  beef  cost  and 
he  is  to  take  what  the  market  pays. 

Mr.  Hamilton.  Take  the  aggregate  supply  of  meat  in  the  coun- 
try, what  proportion,  approximately,  do  you  supply? 

Mr.  Ahmour.  Do  we  supply? 

Mr.  Hamh/ton.  Yes. 

Mr.  Armour.  Do  you  mean  the  five  big  packers  or  everybody? 

Mr.  Hamilton.  Well,  I  will  put  it  this  way,  what  proportion  do 
the  five  big  packers  supply  ? 

Mr.  Armour.  I  would  say,  offhand,  40  per  cent,  probably.  I  am 
speaking  now  not  of  any  individual  market.  At  one  individual 
market  it  might  run  more  and  at  another  less.  But  I  would  say  40 
per  cent,  offhand,  on  the  average.    I  think  that  is  about  right. 

Mr.  Hamilton.  Are  the  so-called  independent  packers  organized 
to  handle  meat  as  well  as  the  five  big  packers  ? 

Mr.  Armour.  You  are  speaking  about  beef? 

Mr.  Hamilton.  I  am  speaking  of  the  larger  cities,  for  illustra- 
tion. 

Mr.  Armour.  I  would  say  so,  generally  speaking;  yes.  The  ones 
that  handle  and  ship  beef  have  branch  houses. 

Mr.  Hamilton.  Is  there  any  competition  in  the  supply  of  meat  as 
between  the  independent  pacKcrs  and,  we  will  say,  the  "big  five?" 

Mr.  Armour,  i  es ;  there  is  competition  between  everybody  that  is 
in  the  meat  business,  regardless  of  who  it  is,  and  it  doesn't  make  any 
difference. 

Mr.  Hamilton.  I  mean  in  actual  practice. 

Mr.  Armour.  Yes;  and  I  am  spealcing  of  that. 

Mr.  Hamh/ton.  Your  man  tells  you  here  how  much  beef  he  wants 
you  to  ship  to  him? 

Mr.  Armour,  Yes,  sir. 

Mr.  Hamilton.  He  gauges  this  market  and  tells  you  how  much 
to  ship.    I  presume  Swift  &  Co.'s  man  does  the  same  thing. 

Mr.  Armour.  I  suppose  so ;  yes. 

Mr.  Hamilton.  ^Possibly  in  order  to  know  how  much  each  one 
shall  bring  on  the  market  they  will  apportion  the  market  to  some 
extent  among  themselves;  they  would  have  to  do  that,  wouldn't 
they? 

Mr.  Armour.  Not  exactly;  no. 

Mr.  Hamilton.  You  don't  think  they  do,  but  that  would  be 
natural,  wouldn't  it? 

Mr.  Armour.  No.  Our  amount  of  business  in  Washington,  and 
Swift's  amount  of  business,  is  gauged  actually  according  to  what 
they  have  been  doing  for  many,  many  years, 

Mr.  Hamilton.  Does  the  average  consumer  know  the  difference 
between  Armour's  steaks  and  Swift's  steaks? 

Mr.  Armour.  No;  I  don't  think  they  do,  and  I  wouldn't  know 
that. 

Mr.  Hamh/ton.  I  believe  the  only  difference  was  that  Kingan's 
man  said  their  bacon  was  a  little  better  than  yours  ? 
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Mr.  Armoub.  I  wouldn't  be  surprised,  and  they  got  awfully  good 
prices  for  it. 

Mr.  Hamilton.  They  get  better  prices  than  you  do? 

Mr.  Armour.  Yes,  sir. 

Afr.  Hamilton.  I  think  he  admitted  that  they  could  drop  the  price 
a  little,  but  they  have  the  market  and  sell. 

Mr.  Armour]!  I  think  that  Kingan  &  Co.,  of  Indianapolis,  get  a 
little  better  price  than  others. 

Mr.  Hamilton.  It  occurred  to  me  inasmuch  as  the  nature  of  your 
operations  make  it  necessary  for  you  to  know  how  much  beef  to  ship 
to  Washington  at  a  given  time,  it  is  obvioudy  necessarv  for  your 
so-called  competitors  to  know  how  much  beef  to  ship  to  Washington 
at  any  given  time,  and  you  must  have  some  svstem  to  arrive  at  the 
amount  of  meat  that  each  one  of  you  shall  snip  to  Washington  at 
any  given  time. 

Mr.  Armour.  .That  is  not  so.  For  instance,  we  have  been  here 
20  years,  I  suppose,  at  this  market.  Our  man  that  happens  to*  be 
here — and  probably  it  is  the  same  with  Swift  &  Co.'s  man— but  I  say 
our  man  has  been  with  us,  with  Armour  &  Co.,  for  many  years,    rfe 


has  a  trade  of  his  own.  He  has  people  who  come  in  and  would  rather 
buy  from  him,  just  as  Swift  &  Co.'s  man  has  people  who  would 
rather  buy  from  their  man.  rather  than  from  Armour's  man.  By 
virtue  of  Armour's  man  being  here  all  these  years  he  has  been  in  the 
habit — and  we  call  it  a  habit  because  I  do  not  know  of  any  other 
word  I  could  use — ^he  has  been  in  the  habit,  we  will  say,  of  selling 
10  cars  a  week.  He  knows  his  trade  and  that  under  ordinary  con- 
ditions it  will  take  about  10  cars  of  beef  a  week. 

Mr.  Hamilton.  If  he  were  a  little  bit  enterprising  he  might  in- 
crease that. 

Mr.  Armour.  I  was  going  to  get  to  that.  Of  course  he  does.  But 
vou  ask.  How  does  he  know  how  much  to  order  ?  Ordinarily  speak- 
ing, he  would  order  about  10  cars  a  week.  He  does  try  to  get  it  up 
to  12  cars  a  week,  I  have  no  doubt,  just  the  same  as  Swift  &  Co.  s 
man  will  try  to  get  more  a  week  and  to  get  some  of  our  customers 
away  from  us.  He  would  get  them  away  if  his  beef  were  better 
and  his  service  were  better  and  his  prices  were  very  much  lower — 
he  would  pet  them,  but  he  wouldn't  keep  them. 

Mr.  Hamilton.  I  am  afraid  I  am  talcing  too  much  time. 

Mr.  Armour.  I  want  to  ask  you  a  question.  I  am  particularly 
anxious  to  tell  you  what  I  know,  if  I  can. 

Mr.  Hamilton.  There  are  several  questions  I  would  like  to  ask, 
but  realize  I  am  taking  up  a  good  deal  of  time. 

The  Chairman.  It  is  now  4  o'clock,  and  we  have  been  here  all 
dav  and  wore  here  all  dav  on  vesterdav,  and  some  of  the  committee 
would  like  to  adjourn.  Mr.  Armour,  can  you  come  back  at  10.30 
o'clock  to-morrow? 

Mr.  Armour.  Yes,  sir. 

The  Chairman.  If  it  will  not  inconvenience  you  too  much,  I  would 
like  to  have  vou  come  back  at  that  time. 

(And,  ot  4  o'clock  p.  m.,  the  committee  adjourned  until  to-morrow 
morning  at  10.30  o'clock.) 
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commiti'ee  on  interstate  and  foreign  commerce, 

House  op  Representatives, 

January  8^,  1919, 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Thetus  W.  Sims 
(chairman)  presiding. 

STATEMENT  OF  lOl.  J.  OODEN  ABMOUB,  ON  BEHALF  OF  ABMOTTE 

&  CO.,  CHICAGO,  ILL.— Besumed. 

The  Chairman.  I  believe  Mr.  Hamilton  had  finished  his  questions 
yesterday  when  we  took  a  recess,  and  Mr.  Stephens  has  some  ques- 
tions. 

Mr.  Stephens.  Mr.  Armour,  yesterday  you  expressed  the  view 
that  you  did  not  care  who  owned  the  stockyards  so  long  as  they 
were  properly  managed.  Some  of  the  witnesses  who  have  testified 
here,  or  who  have  at  least  expressed  themselves  in  their  discussion 
of  this  subject  before  the  committee,  have  stated  that  if  the  stock- 
yards were  taken  over  by  the  carriers,  the  large  packers  would  have 
no  interest  in  them,  and  therefore  they  would  not  patronize  them; 
that  they  would  go  out  into  the  country  and  buy  their  stuff  direct 
from  the  producer,  and  thereby  reduce  competition  and  injure  the 
producer.  Do  you  think  the  large  packers  would  be  disposed  to 
abandon  the  purchasing  of  live  stock  at  the  yards  should  the  car- 
riers take  them  over  as  provided  in  this  bill? 

Mr.  Armour.  No;  I  do  not. 

Mr.  Stephens.  You  do  not  think  it  would  be  to  their  interest  to 
do  that? 

Mr.  Armour.  No,  sir;  I  think  they  would  buy  at  the  stockyards, 
as  far  as  it  was  possible  for  them  to  buy  there,  and  I  do  not  think  it 
would  change  the  present  conditions  at  all. 

Mr.  Stephens.  Do  you  feel  that  you  could  buy  cattle  any  c'lv^A^'^er 
in  the  country  than  in  the  stockvards  where  tney  are  all  concen- 
trated? ' 

Mr.  Armour.  No  ;  we  do  not. 

Mr.  Stephens.  You  made  a  statement  yesterday,  Mr.  Armour, 
that  struck  me  as  being  rather  interesting,  and  theoretically  as  being 
sound.  You  stated  that  Armour  &  Co.  are  not  interested  in  the  price 
of  cattle  so  long  as  their  price  is  not  so  low  as  to  stop  production 
nor  so  high  as  to  stop  consumption.  Is  it  your  view  that  meat  prices 
being  too  high,jConsumption  falls  off? 

Mr.  Armour.  Yes,  sir ;  most  decidedly. 
•    Mr.  Stephens.  And  as  the  price  of  meat  goes  up,  proportionately, 
consumpition  falls  off? 

Mr.  Armour.  Yes,  sir. 

Mr.  Stephens.  Then  it  is  your  view  that  the  consumer,  in  a 
measure,  can  protect  himself  against  high  prices  of  beef  ? 

Mr.  Armour.  Not  entirely ;  no. 

Mr.  Stephens.  I  mean  in  a  measure.  Of  course  as  long  as  he  eats 
meat  and  is  willing  to  pay  the  price 

Mr.  Armour  (interposing).  He  naturally  would  try  to  find  some- 
thing else  to  eat  that  was  more  reasonable,  but  he  could  not  entirely 
protect  himself,  because  he  would  probably  eat  some  meat. 
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Mr.  Stephens.  In  a  measure,  however,  he  has  some  relief. 

Mr.  Armour.  Naturally;  yes. 

Mr.  Stephens.  He  can  live  without  meat? 

Mr.  Armour.  Yes. 

Mr.  Stephens.  And,  therefore,  if  your  prices  become  too  extor- 
tionate you  find  the  consumption  falls  off? 

Mr.  Armour.  Yes,  sir. 

Mr.  Stephens.  Your  product  is  largely  made  in  volume,  and  the 
larger  the  volume  the  greater  your  profits.  Of  course  I  do  not  mean 
the  percentage  of  profit. 

Mr.  Armour.  I  oeg  your  pardon. 

Mr.  Stephens.  The  larger  the  volume  of  your  product,  your  over- 
head being  comparatively  the  same,  the  larger  your  profit? 

Mr.  Armour.  Yes,  sir. 

Mr.  Stephens.  Therefore  you  are  interested  in  having  a  large 
volume? 

Mr.  Armour.  Yes,  sir;  and  we  are  also  interested  in  having  a  rea- 
sonable price.  It  is  very  much  more  to  our  interest  to  have  a  reason- 
able price  than  to  have  a  very  low  price  or  a  very  high  price. 

Mr.  Mayer.  Of  the  live  stock. 

Mr.  Armour.  Yes. 

Mr.  Stephens.  You  stated  your  attitude  was  a  good  deal  like  that 
of  a  porter  at  the  station.  You  stand  between  the  producer  and  the 
consumer. 

Mr.  Armour,  Unfortunately;  yes,  sir. 

Mr.  Stephens.  You  handle  the  product,  the  larger  volume  of  it, 
perhaps  some  60  or  70  per  cent  of  all  the  meat  animals? 

Mr.  Armour.  You  are  speaking  about  Armour  &  Co.  or  the  five 
packers  ? 

Mr.  Stephens.  I  mean  the  five  packers. 

Mr.  Armour.  I  think  about  40  per  cent. 

Mr.  Stephens.  I  think  there  has  been  some  testimony  here  that  it 
was  as  high  as  70  per  cent ;  but,  be  that  as  it  may 

Mr.  Armour  (interposing).  I  would  not  think  that  was  flo,  how- 
ever  

Mr.  Stephens.  Be  that  as  it  may,  you  are  compelled,  of  course,  to 
market  your  perishable  stuff  and  you  are  dependent  upon  the  people 
buying  it,  and  they  have  some  protection  against  any  extortionate 
price  that  might  be  placed  upon  your  meat,  because  they  can  quit 
eating  it. 

Mr.  Armour.  Yes,  sir. 

Mr.  Stephens.  Now,  what  about  the  producer,  the  man  at  the  other 
end  of  the  line.  What  relief  has  the  producer  of  the  meat  animaU 
when  he  comes  to  the  market  against  too  low  a  price? 

Mr.  Armour.  He  has  not  hardly  any.  He  has  to  take  the  market, 
whatever  that  is. 

Mr.  Stephens.  He  has  to  take  the  market  just  na  it  is,  and  that 
market  bears  absolutely  no  relationship  to  the  cost  of  his  product* 

Mr.  Armour.  Well,  I  do  not  suppose  it  would  at  certain  times, 
possibly,  but  I  would  think  it  would  on  an  average. 

Mr.  Stephens.  When  you  buy  fat  steers,  Mr.  Armour,  yon  never 

Mr.  Armour  (interposing).  We  would  not  buy  them  at  all  if  we 
could  not  sell  them. 
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Mr.  Stephens.  You  buy  them  according  to  what  you  have  to  bid 
for  them  on  the  spot,  and  that  price  is  not  based  on  what  the  farmer 
paid  for  the  cattle  or  the  cost  of  the  feed  that  he  gave  them. 

Mr.  Armour.  No;  I  think  not. 

Mr.  Spephens.  There  is  no  relation  whatever. 

Mr.  Armour.  But  his  position  probably  is  about  the  same  as  the 
position  of  the  packers.  If  you  will  allow  me,  I  would  like  to  explain 
that-  We  buy  live  animals ;  we  do  not  know  what  we  are  going  to 
get  for  them.  I  mean  when  they  are  put  into  beef  and  shipped  on  to 
market  our  position  may  be  somewhat  analogous  to  the  live-lattle 
man.    When  we  buy  cattle  on  the  market  we  have  to  take  what  we  can 

t  for  them  when  they  go  east.    If  the  price  is  high,  as  you  said 

fore,  the  consumption  falls  off,  and  very  often  we  have  to  take  a 
loss  on  them,  and  our  position  might  be  the  same  as  the  live-cattle 
man's  in  a  way.    Do  I  make  myself  clear  to  you  ? 

Mr.  Stephens.  I  understand  that. 

Mr.  Armour.  Not  that  I  am  trying  to  compare  the  two. 

Mr.  Stephens.  I  understand  your  position,  Mr.  Armour.  The  pro- 
ducer of  the  cattle,  however,  when  he  loads  a  train  of  cattle  and 
sends  them  into  the  yards  at  Chicago,  bids  goodbye  to  them ;  he  has 
no  opportunity  from  a  practical  standpoint  to  better  himself  in  any 
way,  shape,  or  form.    I  think  you  have  made  that  statement. 

Mr.  Armour.  That  is  true,  in  a  way,  except  he  knows  generally 
what  the  market  is.  He  knows  what  the  market  was  last  week,  and 
he  has  a  right  to  suppose  that  the  market  will  be  somewhere  around 
that. 

Mr.  Stephens.  You  understand,  though,  that  when  his  cattle  are 
fat,  they  have  to  go  to  market    He  can  not  keep  them. 

Mr.  Armour.  That  is  true. 

Mr.  Stephens.  He  has  to  sell  them. 

Mr.  Armour.  Yes. 

Mr.  Stephens.  Now,  I  have  propounded  this  Question  to  several 
witnesses,  and  none  of  them  has  nad  any  solution  tor  it;  but  perhaps 

ou  have.  You  are  perffectly  aware  that  cattle  were  produced  at  a 
loss  before  the  war,  and  the  herds  were  constantly  decreasing.  Now, 
is  there  any  way  at  all  that  the  price  of  this  fat  stuff  which  is  pro- 
duced can  be  sold  at  a  price  that  will  bear  a  relationship  to  the  cost 
of  the  product  ?    You  are  interested  in  having  these  cattle  produced. 

Mr.  Armour.  Most  decidedly. 

Mr.  Stephens.  In  large  numbers. 

Mr.  Armour.  And  we  are  very  much  interested  in  having  the  man 
who  grows  the  cattle  and  raises  the  cattle  make  a  profit  on  them. 
That  IS  to  our  interest.   That  is  a  selfish  interest  w^hich  we  might  have. 

Mr.  Stephens.  Do  you  not  think  that  you,  who  are  engaged  in  this 
business,  for  your  own  interest  as  well  as  that  of  the  producer,  ought 
to  try  to  find  some  way  where  half  of  the  people  who  supply  you  with 
meat  on  an  average  will  not  go  bankrupt  in  doing  so? 

Mr.  Armour.  We  would  welcome  very  heartily  any  arrangement  or 
any  method  that  can  be  undertaken  that  would  accomplish  those 
results.  I  will  say,  for  your  information,  that  at  present,  for  instance, 
shipments  of  live  stocK  are  more  or  less  regulated;  and  they  are 
regulated  by  a  man  named  Brown — perhaps  you  know  him — Everett 
Brown.    I  think  he  has  testified  here.    He  is  a  commission  man  in 
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Chicago.  The  great  difficulty  has  always  been  to  find  some  way 
that  would  do  away  with  the  gluts  in  the  market  You  understand 
what  I  mean  by  that  if 

Mr.  Stephens.  Yes;  I  understand. 

Mr.  Armoub.  They  have  too  many  cattle  one  day  and  not  enou^ 
another  day.  Now,  that  can  only  be  done  by  having  somebody  in 
authority  who  would  be  in  touch  with  the  people  who  ship  their  live 
stock  and  would  undertake  to  know,  in  some  way,  or  to  regulate  in 
hionie  way,  the  shipments,  so  that  there  would  not  be  a  big  supply^  on 
one  day  and  a  small  supply  on  another  day.  The  packers  are  just 
as  much  interested  in  tnat  as  the  live-stock  men.  That  has  never 
been  done  until  recentlv;  and  that  could  not  have  been  done,  as  I 
understand  it,  except  for  the  pi*esent  conditions.  I  do  not  know 
whether  that  would  be  regulated  or  not,  but  it  never  has  been  done, 
because  they  would  always  be  afraid  of  doing  something  that  would 
bo  construed  as  against  the  law.  If  some  arrangement  could  be  made 
so  that  there  was  a  central  man  or  a  committee  who  would  work 
between  the  packers  and  the  live-stock  producers  and  regulate  the 
shipments — as  I  have  said,  it  is  not  of  any  particular  interest  to  us ; 
in  fact,  it  is  very  much  against  our  interests  to  buy  cattle  below  what 
they  cost.  We  naturally  have  to  pay  for  cattle  whatever  the  market 
is.  We  do  not  make  the  market.  We  buy  cattle  on  what  the  market 
is.  Now,  if  there  is  a  big  glut  of  cattle  or  hogs  on  any  One  day  or  on 
two  days,  naturally  the  man  who  ships  the  hogs  and  cattle  is  the 
man  who  suffers,  and  the  packer  does  not  make^  any  gain.  Regard* 
less  of  what  anybody  says,  any  little  gain  they  might  make  by  buying 
one  day  at  a  little  less  does  not  begin  to  offset  the  harm  that  is  done. 
If  there  could  be  found  sgme  way  of  regulating  the  supply — do  I 
make  myself  clear  to  you  ? 

Mr.  Stephen's.  Yes:  I  understand  it  thoroughly,  and  I  know  the 
situation.  Now,  Mr.  Armour,  it  has  been  alleged  by  one  of  the  big 
|)ackers,  I  think  Swift  &  Co.,  in  one  or  their  pamphlets  which  they 
put  out,  that  the  price  of  live  stock  on  Mondays  and  Wednesdays  in 
the  Chicago  market  is  higher,  and  they  quote  some  Government  bul- 
letin issued  by  the  Agricultural  Department  as  their  authority;  that 
the  price  is  higher  on  Mondays  and  Wednesdays  than  on  any  other 
clays  in  the  week,  and  those  are  the  days  of  the  gluts;  is  that  true? 

Mr.  Armour.  Well,  I  could  not  answer  that  question.  That  would 
depend  entirely  on  circumstances.  You  see  a  glut  on  the  market 
depends  entirely  on  what  the  demand  is.  The  glut  on  one  day  might 
be  a  ven'  bad  glut,  and  that  same  amount  of  cattle  that  arrived  there 
that  day  might  arrive  an  another  day  and  might  not  be  considered 
r.  glut.  "  Some  time  ago,  for  your  information,  the  packers  were  very 
desirous  of  trying  to  do  away  with  that  glut,  ana  having  what  we 
call  a  five-dav  market;  that  is,  Monday,  Tuesday,  Wedne.sday,  Thurs- 
day, and  Friday,  instead  of  having  lots  of  cattle  and  hogs  on  Mon- 
days and  lots  of  cattle  and  hogs  on  Wednesday,  and  then  nothing 
Thursday  and  Friday,  to  speak  of;  and  they  got  together  with  the 
live-stock  men,  or  the  commission  men,  I  moan ;  that  is,  they  had  a 
meeting  to  see  if  thort'  could  not  be  some  method  put  into  force  so 
that  people  would  not  ship  all  their  cattle  to  arrive  in  two  davs,  and 
have  an  even  market.  Now,  that  did  not  work  very  well,  because 
nobody  really  had  much  authority,  and  every  fellow  would  do  just 
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as  you  would  do  or  I  would  do.  They  would  think,  "  Well,  if  the 
other  fellow  is  not  going  to  ship  his  cattle  on  Monday,  there  will  be 
a  scarcity  of  cattle  on  Monday  and  I  will  get  ahead  of  the  other 
fellow,  and  I  will  ship  to  have  them  arrive  on  Monday."  Now,  that 
was  natural  and  that  was.  human  nature.  Now,  Mr.  ferown  has  au- 
thority ;  I  do  not  know  where  he  gets  his  authority,  I  suppose  from 
ihe  Food  Administration,  and  he  nas  given  orders  to  the  railroads, 
which  they  will  accept,  permitting  just  so  many  cattle  to  be  loaded 
and  so  many  hogs  to  be  loaded.  Now,  any  order  that  was  given  be- 
fore that  nobody  paid  any  attention  to.  ^Perhaps  you  know  all  this; 
I  do  not  know. 

Mr.  Stephens.  Yes;  I  understand  it. 

Mr.  Armour.  If  you  know  it,  then  it  is  not  necessary  for  me  to  ex- 
plain it. 

Mr.  Parker  of  New  Jersey.  I  do  not  know  about  it,  and  would 
like  to  have  you  explain  it. 

Mr.  Stephens.  It  is  called  the  zone  system. 

Mr.  Armour.  Yes;  and  that  has  worked  fairly  well,  and  that  is 
only  put  in  effect  when  there  seems  to  have  been  a  great  glut,  or  there 
has  been  a  great  glut,  and  they  saw  the  necessity  of  doing  it.  Mr. 
Brown — ^Mr.  Everett  Brown,  who,  I  think,  has  appeared  before  you ; 
I  do  not  know — ^has  had  authority  to  give  the  railroads  orders  not  to 
accept  cars,  not  to  accept  shipments,  and  in  a  measure  that  has  done 
some  good,  but  it  is  only  temporary.  As  I  say,  if  something  like  that 
could  be  brought  about,  it  would  not  only  be  to  the  interest  of  the 
packer,  but  to  the  interest  of  the  producer,  and  you  can  believe  me 
when  I  sav  that  anything  that  is  to  be  to  the  interest  of  the  producer 
is  naturally  to  the  interest  of  the  packer. 

Mr.  Stephens.  Why  is  it,  Mr.  Armour,  that  the  producers — and  I 
live  out  among  them — have  the  general  impression  that  there  is  no 
desirable  market  on  any  other  days  than  Mondays  and  Wednesdays 
in  Chicago. 

Mr.  Armour.  In  a  way  that  is 

Mr.  Stephens  (interposing).  In  other  words,  they  think  they  are 
the  best  days  to  ship. 

Mr.  Armour.  Well,  I  will  tell  you  one  reason  for  that.  There  are 
a  great  many  different  kinds  of  cattle  come  in  on  Mondays  and 
Wednesdays.  Now,  we  do  not  buy  all  of  one  kind  of  cattle.  We  have 
to  buy  various  kinds.  For  instance,  take  a  town  like  Baltimore. 
They  do  not  take  good  cattle.  They  take  mostly  poor  cattle.  Of 
coui-se,  I  do  not  mean  to  say  that  they  do  not  take  some  good  cattle, 
but  we  have  to  buy  different  kinds,  and  we  get  a  better  assortment  on 
Mondays  and  Wednesdays  than  we  do  on  other  days  because  they 
ship  more  cattle  on  those  days.  Now,  if  they  divide  that  up,  it 
would  be  much  to  our  interest  because  we  very  frequently  have  to 
buy  cattle  on  Mondays  and  Wednesday  and  carry  them  three  or  four 
days,  or  four  or  five  days. 

Mr.  Stephens.  Do  you  pay  more  or  less  for  them  on  those  days? 

Mr.  Armour.  I  do  not  know.  That  would  depend  on  the  market. 
I  could  not  say  whether  we  paid  more  or  less,  because  that  would  de- 
pend. One  week  we  might  pay  mor^  and  another  week  we  might  pay 
less,  because  there  are  so  many  things  that  enter  into  it.  I  have  seen 
where  they  have  had  very  heavy  receipts  on  Monday  and  the  cattle 
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market  would  be  high,  and  also  when  they  had  very  light  receipta,  the 
cattle  market  would  be  lower.    So  you  see,  as  a  matter  of  fact — — 

Mr.  Stephens  (interposing).  Why  is  that  so? 

Mr.  Armour.  Our  man  was  here  yesterday — our  general  superin* 
tendent  for  this  district,  who  lives  in  Philadelphia^  He  has  a  cert&iii 
territory  and  has  about  15  or  20  houses  that  he  looks  after.  He  is 
like  a  general  superintendent  for  a  railroad,  and  I  asked  him  how 
business  was,  and  he  said,  "  It  is  rotten."  I  said,  "  Why?  "  He  said, 
"  It  is  this  weather;  nobody  is  eating  any  beef."  Now,  that  answers 
your  question ;  at  least,  I  am  trying  to  answer  your  question. 

Mr.  Stephens.  I  can  see  that. 

Mr.  Armour.  So  that  really  the  receipts  on  a  market  do  not  always 
spell  a  higher  or  lower  market. 

Mr.  Stephens.  Then,  are  we  to  gather  from  that,  Mr.  Armour,  that 
the  consumer  fixes  the  price  of  the  product  to  the  producer? 

Mr.  Armour.  To  a  great  extent. 

Mr.  Stephens.  No  matter  how  many  cattle  the  producer  brings 
into  the  yard  or  how  few  ? 

Mr.  Armour.  We  do  just  what  you  would  do  or  anybody  else 
would  do  if  they  were  in  our  business.  We  buy  our  cattle  and  our 
sheep  and  our  hogs  about  on  a  parity  with  about  how  we  have  to 
sell  them.  Now,  we  can  not  always  do  that.  Sometimes  there  might 
be  a  heavy  run  of  cattle  and  the  market  might  be  higher,  if  the 
market  is  verv  good  down  East.  If  the  market  is  very  good  down 
East  everybody  wants  to  buy  cattle,  because  they  think  there  will  be 
a  short  supply  or  else  a  big  supply,  and  a  big  demand.  There  might 
be  a  convention  there.  There  are  a  hundred  and  one  reasons  why  the 
market  might  be  better  down  East.  Still,  on  a  like  run  of  cattle,  the 
market  might  be  very,  very  bad,  and  our  buyers  naturally  know  that, 
thev  know  what  the  market  is,  because  it  is  their  business  to  know, 
and  they  have  to  huv  cattle  according  to  the  way  they  can  sell  them« 
Do  I  make  myself  clear  to  you  ? 

Mr.  Stephens.  I  understand.  I  am  just  thinking,  however,  that 
it  seems  to  be  a  rather  uneconomical  system  that  permits  a  fogsy 
spell  of  weather  or  a  convention  here  and  there  to  rob  the  man  who 
produces  the  meat  of  50  cents  or  $1  a  hundred  on  his  stuff.  In  the 
main,  about  the  same  amount  of  meat  is  consumed  from  week  to  week 
in  the  United  States.  There  ought  to  be  some  sort  of  systematic  and 
orderly  method  whereby  this  stuff  could  be  produced  and  sold  all 
alon^  the  line  at  a  reasonable  and  fair  margm  to  everybody  with- 
out destroying  the  industry  by  permitting  local  conditions  here  and 
there  to  affect  the  prices.  I  was  trying  to  bring  out  these  points  to 
see  whether  or  not  there  was  any  sohition  of  that  difficulty  wnich  you 
have  in  mind.    You  apparently  have  none. 

Mr.  Armour.  Well,  I  do  not  know.  I  would  not  say  that  I  did 
not  have  one.  I  do  not  know  that  I  have  one,  except  that  I  will  say 
to  you  that  all  the  packers  have  been  so  afraid  oi  being  oonstraed 
as  worUng  together — and  I  will  tell  you  that  if  there  was  a  litUe 
more  liberal  thought,  or  a  little  more  liberality  in  the  treatment  of 
tiie  packers — ^and  I  am  not  finding  any  fault  about  the  treatment^ 
except  that  the  minute  the  packers  talk  to  one  another  or  the  minute 
they  talk  to  anybody  everybody  thinls  there  is  a  combination.  It 
would  be  a  hundred  times  better  for  the  community — for  the  oou* 
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sumer  as  well  as  the  seller — ^if  there  could  be  some  allowance  made 
so  that  the  packer  and  the  producer  and  the  shipper  could  come  to- 

Ether  in  some  way  and  regulate  those  shipments.  We  have  never 
en  able  to  reffulate  those  shipments,  because  the  minute  we  try  to 
arrange  them  they  say  there  is  a  combination.  Now,  I  will  tell  you 
that  works  a  hardship  on  the  producer  as  well  as  on  the  consumer. 
Do  vou  understand  me? 

Mr.  Stephens.  I  understand  you.  I  think  there  should  be  some 
sort  of  agreement  among  producers,  packers,  and  consumers  that 
would  protect  the  producer,  the  consumer,  and  the  distributor.  I 
think  tnere  ought  to  be  an  orderly  method  for  the  handling  of  this 
product. 

Mr.  Abmottr.  Any  combination  that  was  made  that  was  not  a  good 
one  for  the  producer  and  the  consumer  would  be  a  bad  one  for  the 
packer,  and  it  would  not  last.  We  realize  that,  and  we  do  not  want 
any  combination,  particularly,  except  that  we  would  like  to  be  able 
to  do  something;  and  I  do  not  know  now  what  we  would  want  to  do, 
but  we  would  like  to  be  able  to  do  something  that  would  create  har- 
mony and  would  not  condemn  the  packer  and  have  people  think  the 
packer  was  getting  a  benefit  from  any  ills  the  producer  goes  through 
with,  because  we  do  not.  We  are  simply  a  middleman;  and  if  we 
can' pay  prices  that  will  satisfy  the  producer  and  find  some  method  so 
that  he  will  not  get  a  low  price  Monday  or  Tuesday  and  then  a  high 
price  at  the  end  of  the  week  or  next  week,  that  will  satisfy  us,  and 
we  will  be  delighted  with  it. 

Mr.  Stephens.  I  will  have  to  leave  that  line  of  question,  Mr.  Ar- 
mour, because  I  want  to  clear  up  one  or  two  other  points  that  have 
been  raised  in  regard  to  your  report.  There  have  been  a  good  many 
conflicting  reports  in  regard  to  your  annual  statement,  and  I  would 
like  to  ask  you  this  question.  I  think  you  stated  your  profits  were 
$15,000,000  last  year. 

Air.  Armour.  Yes,  sir. 

Mr.  Stephens.  That  is,  Armour  &  Co. 

Mr.  Armour.  Yes,  sir. 

Mr.  Stephens.  As  I  understand  it,  there  is  excluded  from  your 
earnings  $6,000,000,  or  you  have  set  aside  $6,800,000  for  income  and 
excess-profits  taxes. 

Mr.  Armour.  Yes,  sir:  that  is  what  we  will  probably  pay. 

Mr.  Stephens.  Do  you  think  that  is  a  proper  thing  to  do  in  mak- 
ing your  report? 

Mr.  Armour.  We  think  so.  That  is  all  the  stockholders  get.  It  is 
like  any  other  expense. 

Mr.  Stephens.  Then,  you  are  not  paying  the  income  tax  at  all. 

Mr.  Armour.  Who  is? 

Mr.  Stephens.  You  are  passing  that  on  to  the  consumer.  If  you 
do  not  include  it  in  your  earnings,  you  are  passing  it  on  to  the 
consumer,  because  you  are  not  paying  it  out  of  earnings. 

Mr.  Armour.  Of  course  that  may  be  so,  too;  but  our  statement 
shows  what  money  is  applicable  to  the  stockholders  of  Armour  & 
Co.,  and  we  consider  that  an  expense  the  same  as  anything  else.  You 
have  got  to  pay  it  out,  and  whether  we  pay  it  to  the  Government  or 
somebody  else,  we  have  got  to  make  that  money  in  order  to  pay  it. 
If  we  had  not  made  the  money,  we  would  not  have  been  able  to  pay  it. 

«9e27— la— pt4 0 
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Mr.  Stephens.  Of  course  that  was  not  the  purpose  of  the  income 
tax. 

Mr.  Armour.  I  beg  your  pardon  ? 

Mr.  Stephens.  That  was  not  the  purpose  of  the  income  tax  or  the 
excess-profits  tax. 

Mr.  Armour.  I  do  not  know  about  the  purpose  of  the  income-tax 
law,  but  no  income-tax  law  in  this  country  or  in  any  other  country 
can  take  all  of  a  man's  profits  and  have  the  country  healthy. 

Mr.  Stephens.  No  ;  I  do  not  think  so  either. 

Mr.  Armour.  Because  that  takes  away  any  incentive  for  doing 
business. 

Mr.  Stephens.  What  were  the  earnings  of  your  South  American 
business,  Mr.  Armour,  last  year;  that  is,  1917-18? 

Mr.  Armour.  I  do  not  know.  I  think  they  were  about  $10,000,000. 
I  could  not  answer  the  question  definitely,  because  I  do  not  tliink  we 
have  the  actual  figures. 

Mr.  Stephens.  Were  those  accounts  with  the  South  American  en- 
terprise divorced  from  the  books  of  Armour  &  Co.  at  the  end  of  the 
fiscal  year  1917  ? 

Mr.  Armour.  Yes,  sir;  that  is  a  separate  company. 

Mr.  Stephens.  What  was  the  oDJect  of  separating  the  South 
American  business  from  the  business  here? 

Mr.  Armour.  That  business  down  there  started  on  a  small  scale 
and  has  developed  into  quite  a  large  scale,  and  it  is  a  business  en- 
tirely separate  from  our  business  here.  It  is  just  the  same  reason 
that  we  have  all  our  foreign  companies  organized  imder  the  laws 
of  the  country  in  which  they  are  doing  business.  We  think  it  is 
policy  to  do  so.  For  instance,  take  our  Italian  company ;  our  com- 
pany in  Italy  is  under  the  laws  of  Italy.  Our  French  company  is 
doing  business  under  the  laws  of  France.  Our  Cuban  business  doing 
business  under  the  laws  of  Cuba.  That  is  a  matter  of  policy,  the 
same  as  when  any  man  comes  to  America,  they  want  him  to  do 
business  under  the  laws  of  America. 

Mr.  Stephens.  I  asked  you  that  question,  Mr.  Armour,  because 
it  has  been  alleged  that  you  separated  them  for  the  purpose  of 
keeping  the  South  American  government  from  knowing  of  vour 
profits  here,  which  would  be  disclosed  by  your  reports  that  you  nave 
to  make  in  this  country. 

Mr.  Armour.  No  ;  they  get  that  anyway.  Our  statement  is  public 
and  everj'bodv  gets  our  statement — in  South  America  or  in  Eng- 
land, or  anywjiere  else.  Our  statement  is  open  to  everybody ;  in  fact, 
we  have  until  recently  been  very  proud  of  it,  but  there  seems  to  be 
so  much  criticism  about  it  I  do  not  know  whether  we  feel  as  proud 
of  it  as  we  used  to  feel. 

Mr.  Stephens.  Can  you  accurately  divide  the  business  of  Armour 
&  Co.  into  the  three  classes  as  provided  by  the  Food  Administration 
for  profit  regulation? 

Mr.  Armour.  Oh,  yes;  yes,  sir. 

Mr.  Stephens.  Can  you  accurately  divide  it  into  the  two  clasBes 
proposed  by  the  Food  Administration,  namely,  the  edible  and  non- 
edible  classes? 

Mr.  Armour.  Yes,  sir;  would  you  like  to  have  me  tell  you  about 
that  or  is  ^^yes"  a  sufficient  answer? 
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Mr.  Stephens.  I  just  want  to  know  whether  or  not  you  can  do  it 
or  whether  it  can  be  done,  because  there  does  not  seem  to  be  a  very 
clear  line  of  demarcation  between  some  of  ^these  products. 

Mr.  Armour.  Yes ;  there  is  a  very  clear  line. 

Mr.  Stephens.  There  is? 

Mr.  Armour.  A  very  clear  line.  There  have  been  a  good  many 
things  said  to  the  effect  that  we  did  not  know  what  we  were  doing 
in  one  department  or  what  we  were  doing  in  another ;  that  we  tried 
to  fool  people.  I  will  tell  vou  that  it  is  impossible  to  try  to  fool  any- 
body else  unless  we  try  to  fool  ourselves,  and  the  fellow  is  the  biggest 
fool  in  the  world  who  tries  to  fool  himself,  and  our  books  are  open 
to  anybody  and  everybody,  and  it  is  to  our  interests  to  know,  re- 
gardless of  what  the  Federal  Trade  Commission  say  or  anybody 
else.  When  we  try  to  run  our  business  it  is  so  big  that  if  we  tried 
to  fool  an  outsider  we  would  fool  ourselves,  because  it  is  so  big  that  it 
would  get  away  from  us.     Do  you  understand  me? 

Mr.  Stephens.  Yes;  and  I  can  see  how  that  would  be  true,  too. 

Mr.  Armour.  And  all  this  talk  about  the  packers — I  am  talking 
about  Armour  &  Co. — ^liaving  different  transfer  prices  to  make  one 
department  show  up  better  than  another  is  the  talk  of  a  child ;  that  is 
all ;  it  is  the  talk  of  a  man  who  does  not  know  anything  about  busi- 
ness, because  we  can  not  do  it.  You  might  do  it  in  a  little  bit  of  a 
department  and  carry  something  on  a  memorandum  and  know  what 
you  were  doing,  hut  you  can  not  do  it  in  a  big  business  like  ours. 
I  do  not  keep  the  books.  We  hire  a  man  to  keep  the  books,  and  it  is 
his  business  to  do  that,  and  he  has  got  to  keep  them,  and  it  is  to  our 
interest  to  know  whether  the  departmental  charges  from  one  depart- 
ment to  another  are  the  market  prices.  If  we  did  not  do  that,  I 
would  have  one  department  man  who  was  running  a  particular  de- 
partment come  to  me  and  say  to  me,  "  Mr.  Armour,  how  much  profit 
am  I  making  in  my  department "  ?  And  I  am  not  smart  enough  to 
know.  We  nave  many  departments  and  I  have  got  to  know.  I  say 
I  have  got  to  know,  that  is,  the  executives  of  Armour  &  Co.  have 
got  to  Imow,  whether  the  man  who  runs  a  certain  department — the 
leather  department,  or  any  other  department — is  running  it  intelli- 
gently. If  we  give  him  a  lot  of  goods  below  the  market  he  shows 
a  big  profit  at  the  end  of  the  year  and  naturally  that  man  thinks  he 
is  a  pretty  smart  fellow,  and  we  naturally  think  he  is  a  pretty  smart 
fellow,  and  he  might  be  the  biggest  fool  on  earth.  Of  course,  I  do 
not  understand  these  insinuations  that  have  been  given  out  by  differ- 
ent people  that  Armour  and  the  rest  of  them  keep  their  books  so  that 
they  can  make  one  department  show  big  and  another  department 
show  small.  This  is  silly,  because  our  total  profits — even  if  that 
were  so,  it  might  make  one  department  show  big  and  another  show 
small,  but  our  total  profit  would  be  just  the  same,  whether  there  were 
department  overcharges  or  imdercharges. 

Mr.  Stephens.  How  would  you  classify  pepsin.  Would  you  clas- 
sify that  as  an  edible  or  a  nonedible? 

Mr.  Armour.  That  is  edible. 

Mr.  Stephens.  How  about  glue? 

Mr.  Armour.  Anything  that  does  not  go  through  one's  mouth  is 
nonedible. 

Mr.  Stephens.  Well,  that  has  tallow  products  in  it  ? 
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Mr.  Armour.  Yes ;  but  anything  you  do  not  eat  is  a  nonedible. 

Mr.  Stephens.  How  would  you  classify  live  or  uncut  animals  in 
your  inventory  or  in  your  classification? 

Mr.  Armour.  Of  course,  vou  do  not  eat  live  animals,  but  you  eat 
the  products  from  them,  Vou  would  not  class  live  animals — ^I  do 
not  know  how  you  would  class  live  animals. 

Mr.  Stephens.  How  would  you  classify  cattle,  boss,  and  sheep? 

Mr.  Armour.  How  would' you  classify  live  animals? 

Mr.  Stephens.  Yes. 

Mr.  Armour.  You  would  classify  them  as  live  stock. 

Mr.  Stephens.  Do  you  think  the  losses  which  Armour  &  Co.  in- 
variably exhibit  in  the  dressed  beef  department  are  real  losses? 

Mr.  Armour.  They  are;  but  there  might  be  no  losses  if  you  in- 
clude the  by-products.  When  I  say  that,  I  mean  that  our  fresh  beef 
mi^ht  show  a  loss  in  dollars  and  still  the  beef  might  show  a  profit 
when  you  add  to  that  the  tallow  and  the  oleo  oil,  and  the  things  that 
come  right  directly  from  the  fresh  beef. 

Mr.  Stephens.  \Vhy  do  vou  think  it  impossible  for  a  packer  to 
deviso  a  cost  system  to  divide  his  profits^ 

Mr.  Armovr.  I  do  not  think  it  is  impossii)le. 

Mr.  Stephens.  Do  you  have  a  cost  system  showing  exactly  what 
your  meat  costs  i 

Mr.  Armoi'R.  We  think  so;  yes,  sir. 

Mr.  Stephens.  I  thought  you  stated 

Mr.  Armour  (interposing).  That  is,  if  I  understand  your  ques- 
tion. 

Mr.  Stephens.  I  thought  the  statement  had  been  made  by  some  of 
the  gentlemen  in  the  packing  busine^>s  that  you  could  not  separate 
some  of  these  products  and  that  you  could  not  tell  exactly  what  the 
cost  of  your  meat  ])roducts  was  because  it  was  so  involved  with  other 
products. 

Mr.  Akmoi'R.  I  never  made  that  statement. 

Mr.  Stephens.  I  know  you  did  not.  but  I  got  that  impression  from 
<omi»body. 

Mr.  Akmoi  R.  You  have  got  to  treat  a  statement  like  that  very 
broadly. 

Mr.  Stephens.  It  conjos  in,  in  connection  with  this  statement  that 
you  shift  your  accounts  so  as  not  to  show  your  profits.  It  has  l>een 
allcgod  that  you  only  make  a  very  small  margin  on  your  meat? 

Mr.  Armoi'R.  That  is  true. 

Mr.  Stkimiens.  But  you  make  it  up  on  other  products,  so  the 
gpnorni  impression  has  grown  uj) — and  this  is  the  point  I  am  trying 
to  cloar  np  -  fInU  you  transfer  profits  from  one  department  to  an- 
other and  cover  them  up  so  that  the  public  can  not  telU 

Mr.  Armoir.  You  s(»e,  that  imj)n»ssion  is  not  a  fair  one. 

Mr.  Stephens.  That  is  what  I  wanted  to  bring  out 

Mr.  Armour.  Because,  after  all  is  said  and  d<me.  Armour  &  Cc's 
statement — which  vou  havi',  or  which  vou  had  here  vesterdev — shows 
our  total  bu>ine^^  in  its  entiretv.  It  does  not  leave  out  anvthinfr  at 
all.  Now,  in  that  total  business,  including  vegetables  and  mcluding 
fvcrvthing  wo  handle.  wi>  made  le>s  than  2  cents  on  every  dollar  last 
year.  The  transfer  prices  are  all  O.  KM.  Our  transfer  prices  are 
s-upposoil  to  be  the  market  prices.    We  make  the  transfer  prices  at 
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what  we  think  are  the  market  prices,  and  we  may  have  a  profit  on 
it  next  week  or  a  loss,  depending  on  how  the  market  goes,  but  the 
real  answer  to  your  question  is  that  I  will  say  that  it  is  just  as  much 
to  our  interest  as  it  is  to  the  interest  of  anybody  else  to  try  and 
know  ourselves  what  our  different  departments  make.  Now,  we 
have  no  desire,  and  I  w/ould  not  have  brought  this  up,  but  there 
seems  to  be  an  impression  going  around  that  the  packers  are  trying 
to  fool  somebody  when  it  is  only  fools  who  try  to  fool  somebody 
else ;  that  is  all. 

Mr.  Stephens.  Now,  Mr.  Armour 

Mr.  Armour  (interposing).  Excuse  me  for  enlarging  on  this,  but 
it  is  much  to  our  interest  to  know  what  our  departments  make,  and 
we  are  just  as  honest  and  try  to  be  as  intelligent  as  we  can  in  know- 
ing what  our  departments  make,  because  our  business  is  so  large  and 
we  have  all  kinds  of  people  working  for  us.  We  hope  we  have  good 
people,  and  we  do  have  good  people,  but  it  is  only  natural  that  a  man 
who  runs  a  department  would  want  to  get  his  stuff  as  cheap  as  he 
could  from  the  other  departments,  and  the  fellow  who  runs  the  other 
department  wants  to  get  just  as  big  a  price  as  he  can  when  he  sells 
something  from  his  department  to  the  other  department,  and  it  is 
to  our  interest  to  have  that,  because  the  bigger  price  he  gets  the  more 
endeavor  the  man  .who  pays  the  big  price  for  it  is  going  to  make  in 
order  to  make  his  department  earn  money.  Now,  we  have  depart- 
ments that  do  not  make  money,  naturally,  and  we  always  try  to 
have  those  departments  do  a  little  better  next  year  than  they  did  last 
year  in  the  hope  that  perhaps  we  can  overcome  any  loss  there  may  be 
m  that  department,  and  that  is  up  to  the  man  who  rUns  the  depart- 
ment.   

Mr.  Stephens.  When  you  make  up  your  inventories,  how  do  you 
fix  the  value  of  the  meat  you  have?    Do  you  estimate  it? 

Mr.  Armour.  Yes ;  it  is  estimated ;  and  it  is  estimated  on  the  mar- 
ket, and  it  is  estimated  by  agreement  with  the  people  who  check  our 
books.  Mr.  Veeder,  is  it  the  Federal  Trade  Commission  that  checks 
our  books  ? 

Mr.  Veedeb.  Yes ;  the  Federal  Trade  Commission  checks  the  books 
tot  the  Food  Administration. 

Mr.  Stephens.  I  think  that  is  all,  Mr.  Chairman. 

The  Chairman.  I  believe  Mr.  Hamilton  had  not  quite  finished  his 
line  of  inquiry. 

Mr.  Ratburn.  Mr.  Chairman,  I  just  want  to  ask  one  question  right 
here  because  I  may  have  to  leave  pretty  soon.  Mr.  Armour,  do  you 
know  of  any  system  in  the  world  imder  which  the  producer  can  get 
an  exceedingly  high  price  for  his  product  and  the  consumer  get  what 
he  consumes  at  an  exceedingly  low  price? 

Mr.  Armour.  No,  sir ;  I  do  not.  I  do  not  know  of  any  such  condi- 
tion, and  that  is  an  impossible  condition. 

Ikfcr.  Ratburn.  Trying  to  do  that  has  caused  a  good  deal  of  trouble 
in  this  country. 

Mr.  Armour.  Mr.  Mayer  suggests,  and  it  is  a  very  good  sugges- 
tion,  that  I  inform  the  people  here  that  our  books  are  not  only  gone 
over  by  the  Federal  Trade  and  the  Food  Commissions,  but  they  are 
also  gone  over  by  the  income-tax  people  and  are  checked.    I  think 


700  GOVERNMENT  CONTROL  OF  MEAT-PACKING  INDUSTRY. 

you  probably  know  that,  but  that  is  an  additional  check  which  is  put 
on  our  books. 

Mr.  Hamilton.  Mr.  Armour,  it  struck  me  that  you  stated  a  rather 
profound  psychological  proposition  a  while  a^o  m  response  to  Mr. 
Stephens's  question  when  you  said  that  it  was  impossible  for  a  man 
to  lool  other  people  unless  he  first  fooled  himself.  We  have  bnown 
people  who  are  laboring  under  the  impression  that  they  are  indis- 
pensable to  the  universe  from  moral  and  other  standpoints,  and  were 
quite  mistaken  about  it.  I  wanted  to  call  your  attention  to  this  stabil- 
izing of  the  markets,  on  which  you  dwelt  yesterday ;  first,  in  relation 
to  the  peddler  or  route  car.  What  is  the  effect  of  the  peddler  or  route 
car  in  the  stabilizing  of  local  markets? 

Mr.  Armour.  The  route  car  is  of  great  advantage  to  the  consumer. 
It  enables  the  consumer  or  it  enables  the  town  which  is  not  large 
enough  to  have  a  branch  house  or  to  use  a  full  carload  of  material 
to  get  practically  the  same  service  that  a  larger  town  would  get  from 
a  branch  house  that  would  be  either  in  that  town  or  in  the  immediate 
vicinity  of  that  town. 

Mr.  Hamilton.  It  rs  such  a  benefit,  I  take  it,  to  the  local  raisers 
of  stock  that  the  local  butcher  can  pay  the  local  raiser  of  stock  what 
he  can  get  the  local  raiser  of  stock  to  take  for  the  stock  that  he  buys 
around  in  the  country  around  the  town,  and  at  the  same  time  he 
can  charge  and  does  charge  the  local  consumer  of  meat  Armour^s 
prices  for  meat.    He  does  that,  does  he  not? 

Mr.  Armour.  Yes,  sir. 

Mr.  Hamilton.  Whereas  he  could  afford  to  sell  the  meat  cheaper 
that  he  does  sell  it,  and  could  afford  to  pay  more  for  the  stock  on 
the  hoof  which  he  buys  than  he  does  pay. 

Mr.  Armour.  No,  sir ;  he  could  not. 

Mr.  Hamilton.  He  bargains  with  the  local  raiser  of  a  steer  here 
and  there,  and  the  local  raiser  of  a  steer  here  and  there  takes  the 
local  butcher's  price  because  he  can  not  ship  in  carload  lots,  and  the 
local  butcher  has  that  advantage. 

Mr.  Armour.  You  are  talking  about  live  cattle? 

Mr.  Hamilton.  Yes;  live  cattle. 

Mr.  Armour.  No. 

Mr.  Hamilton.  And  I  am  talking  about  the  output  of  a  butcher 
shop. 

Mr.  Armour.  No,  sir;  you  arc  entirely  wrong,  if  you  will  allow 
me  to  say  so. 

Mr.  Hamilton.  I  think  I  am  not.    I  know  something  about  it. 

Mr.  Armour.  Perhaps  you  think  you  do. 

Mr.  Hamilton.  That  is  another  case  of  psychology. 

Mr.  Armour.  And  I  will  not  question  that,  but  I  may  not  under- 
stand the  question.  As  I  understand  it,  your  queistion  is  this:  That 
a  local  killer  can  go  out  in  the  country  and  buy  some  steers  and  kill 
them  and  can  sell  cheaper  than  the  man  who  is  a  butcher  and  goes 
to  Chicago  and  buys  a  carcass  of  beef  from  the  packer  and  ships  it 
in  there? 

Mr.  Hamilton.  Oh,  no. 

Mr.  Armour.  Then  I  did  not  understand  your  question;  I  beg 
your  pardon. 

Mr.  Hamilton.  No  ;  let  us  state  it  in  this  way. 

Mr.  Armour*  It  was  a  pretty  long  one,  and  I  (lid  not  understand  it. 
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Mr.  Hamilton.  All  right;  we  will  shorten  it  up.  Now,  along 
connes  your  peddler  car  and  the  local  butcher  buys  beef  out  of  your 
peddler  car. 

Mr.  Armour.  Yes. 

Mr.  Hamilton.  And  he  charges  his  consumer  a  price  that  will 
enable  him  to  make  a  profit  over  the  price  you  have  charged  him 
for  beef  out  of  your  peddler  car. 

Mr.  Armour.  Naturally;  yes,  sir. 

Mr.  Hamilton.  That  is  right? 

Mr.  Armour.  Of  course. 

Mr.  Hamilton.  So  the  consumer  pays  Armour's  prices  find  that 
stabilizes  the  prices  throughout  the  country,  does  it  not? 

Mr.  Armour,  If  you  call  those  prices  Ai^mour  prices,  yes;  I  pre- 
sume it  does. 

Mr.  Hamilton.  Yes ;  of  course. 

Mr.  Armour.  Of  course  the  butcher  has  to  make  a  profit  over  the 
price  he  pays  Armour  or  the  packers. 

Mr.  Hamilton.  Yes ;  he  has  to  pay  for  a  telephone  and  clerk  hire 
and  rent  and  all  those  things. 

Mr.  Armour.  Yes ;  of  course  he  has  to  make  a  living,  naturally, 

Mr.  Hamilton.  And  he  has  to  make  a  profit? 

Mr.  Armour.  Yes ;  like  everybody  else. 

Mr.  Hamilton.  And  he  has  to  make  a  profit  on  the  steak  he  sells. 

Mr.  Armour.  Yes,  sir. 

Mr.  Hamilton.  And  therefore  you  are  stabilizing  the  price  to  that 
extent  ? 

Mr.  Armour.  I  would  think  so :  yes. 

Mr.  Hamilton.  Now,  when  the  farmer  has  a  steer  to  sell,  the 
butcher  goes  out  and  says,  "  My  dear  friend,  that  steer  is  not  in  very 
good  condition,"  and  the  farmer  does  not  know  anything  about  ship- 
ping cattle  to  the  market  and  the  butcher  buys  that  steer  as  low  as  he 
can,  and  he  can  buy  low,  and  he  puts  it  on  the  block  and  sells  that 
steer  for  the  same  price  he  has  been  paying — ^that  is,  the  same  price 
in  proportion  that  he  has  been  getting  lor  Armour's  meat  out  or  the 
peddler  car. 

Mr.  Armour.  I  would  think  he  would;  he  would,  if  he  knew  his 
business. 

Mr.  Hamilton.  That  is  the  practice? 

Mr.  Armour.  I  would  think  so ;  yes.    May  I  ask 

Mr.  Hamilton.  Along  the  line  of  stabilizing — ^I  beg  your  pardon ; 
did  I  interrupt  you? 

Mr.  Armour.  May  I  ask  what  you  mean  by  that?  I  mean  what  is 
the  inference  from  that? 

Mr.  Hamilton.  I  mean  that  it  does  seem  to  the  average  man,  and 
I  am  speakiqg  for  the  average  man  who  does  not  underi^and  the  in- 
tricacies of  the  meat-packing  business 

Mr.  Armour.  Yes. 

Mr.  Hamilton  (continuings).  That  by  the  ramifications  of  your 
business,  by  your  peddler  car,  your  route  car,  you  do  reach  remote 
sections  of  the  country  and  you  fix  a  scale  of  prices  which  are  fol- 
lowed quite  universally,  and  taking  th6  country  oy  and  large,  in  that 
respect,  it  is  a  stabilizing  process,  and  the  law  of  supply  and  demand 
does  not  operate. 
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Mr.  Armour.  Well,  that  might  be  so  in  isolated  cases.  You  are 
brining  the  point  up  that  the  farmer  has  to  sell  his  cow  or  his  st«er 
at  a  lower  price  than  he  should  sell  it.    Is  that  what  you  meant 

Mr.  Hamilton.  He  has  to  take  what  the  butcher  will  give  him. 

Mr.  Armour.  It  depends  entirely  on  the  farmer,  jiaturally,  like 
anything  else,  but  I  would  suppose  that  the  would ;  that  is,  the  ordi- 
nary farmer. 

Mr.  Hamilton.  He  has  not  a  carload  to  sell. 

Mr.  Armour.  Although  I  have  not  seen  any  farmers  nowadays  who 
are  not  pretty  good  traders.    In  isolated  cases  you  are  right ;  yes. 

Mr.  Hamilton.  You  probably  have  been  doing  business  directly 
with  the  farmers  and  you  have  been  doing  business  with  exceptionally 
keen  men. 

Mr.  Armour.  I  am  not  taking  any  exception  to  what  you  say,  Mr* 
Hamilton. 

Mr.  Hamilton.  Now,  Mr.  Armour,  the  Food  Administration^ 
during  the  war,  undertook  to  stabilize  the  price  of  meat,  did  they 
not? 

Mr.  Armour.  Yes,  sir. 

Mr.  Hamilton.  I  was  mistaken  yesterday,  it  was  Mr.  Fisher's  tes- 
timony that  developed  the  fact  that  the  packers  had  $1  a  year  rep- 
resentatives on  the  Food  Administration  in  connection  with  the  sta- 
bilizing of  meat  prices. 

Mr.  Armour.  That  is  not  correct. 

Mr.  Hamilton.  Mr.  Fisher  is  wrong  about  that  then  if  he  so 
stated  ?    I  will  clear  that  up  later  on. 

Mr.  Armour.  I  can  only  refer  to  Armour  &  Co. 

Mr.  Hamilton.  Yes. 

Mr.  Armour.  And  I  think  that  applies  to  everybody. 

Mr.  Hamilton.  You  do  not  know  as  to  the  other  packers? 

Mr.  Armour.  I  would  say  from  wlxat  I  know  generally,  and  that 
is  just  general  knowledge  which  a  man  would  have  of  the  industry 
he  is  in,  that  that  would  apply  to  every  large  packer  there  was;  yes. 

Mr.  Hamilton.  But  vou  do  not  know. 

ft. 

Mr.  Armour.  I  do  not  mean  that  they  might  not  have  some  clerk 
or  something  like  that. 

Mr.  Hamilton.  It  took  a  man  of  some  considerable  capacity  to 
formulate  this  national  system. 

Mr.  Armour.  No :  there  was  not  anybody  from  our  company. 

Mr.  Hamilton.  Do  you  speak  for  the  other  packers  brides  Ar- 
mour? 

Mr.  Armour.  No  :  I  speak  positively  for  Armour. 

Mr.  Hamilton.  And  not  as  to  the  other  packers? 

Mr.  Armour.  And  generally  as  to  the  otners. 

Mr.  Hamilton.  But  not  positively  as  to  the  others? 

Mr.  Armour.  No  :  I  will  let  them  speak  for  themselve& 

Mr.  Hamilton.  Yes. 

Mr.  Armour.  But  I  do  speak  positively  for  Armour  &  Co. 

Mr.  Hamilton.  I  beg  your  pardon?  ^ 

Mr.  Armour.  I  say  I  clo  speak  positively  for  Armour  A  Co.  You 
are  speaking  now  al)out  the  Food  Administration. 

Mr.  Hamilton.  Yes. 

Mr.  Armour.  Yes,  sir. 


GOVERNMENT  CONTKOL  OF  MEAT-PACKING  INDUSTBY.         708 

Mr.  Hamilton.  And  also  speaking  generally  about  the  general 
subject  of  stabilizing. 

Mr.  Armour.  Yes. 

Mr.  Hamilton.  Now,  further  in  the  matter  of  stabilizing,  during 
the  last  summer  I  have  understood  that  the  packers,  not  anticipat- 
ing a  sudden  termination  of  the  war,  have  loaded  up  with  vast  quan-  , 
titles  of  salted  meats  and  that  the  salted  meats  were  not  received  with 
any  special  favor  in  England;  arid  owing  to  the  sudden  ending  of 
the '  war  the  packers,  unless  they  can  dispose  of  this  vast  stock  of 
salted  meats,  stand  to  lose;  is  that  true? 

Mr.  Armour.  You  do  not  state  it  exactly  right. 

Mr.  Hamilton.  All  right ;  you  state  it  right. 

Mr.  Armour.  The  packers  do  not  load  up  with  anything  beyond 
what  they  buy  live  stock  for.  You  used  the  words  "load  up,"  to 
which  I  want  to  take  exception. 

Mr.  Hamilton.  All  right ;  you  correct  me. 

Mr.  Armour.  The  packers  all  have  reasonably  large  stocks,  be- 
cause the  receipts  of  hogs 

Mr.  Hamilton  (interposing).  What  are  the  other  means  of  curing 
meat? 

Mr.  Armour.  Dried  salt  meats. 

Mr.  Hamilton.  There  is  salted  meat,  and  what  is  the  other  process? 

Mr.  Armour.  Sweet  pickled  meats. 

Mr.  Hamilton.  What  are  they  ? 

Mr.  Armour.  Hams,  bacon,  and  different  things. 

Mr.  Hamilton.  And  you  use  salt,  in  one  instance,  and  what  in  the 
other? 

Mr.  Armour.  We  use  borax  for  England,  I  believe.  They  used 
to  use  that;  I  do  not  know  whether  they  do  yet  or  not.  We  do  not  use 
it  in  some  countries.  We  do  not  use  it  in  this  country.  They  won't 
allow  the  use  of  borax  here,  but  I  think  they  do  in  England. 

Mr.  Hamilton.  If  you  want  to  develop  your  answer  to  that  ques- 
tioiL  Mr.  Armour,  proceed. 

Mr.  Armour.  That  is  not  quite  true.  While  it  is  true  that  all  the 
packers  have  big  stocks  of  meat,  we  have  big  stocks  of  meat  because 
we  always  have  big  stocks  of  meat  at  this  time  of  the  year. 

Mr.  HA31ILT0N.  Is  it  true  that  the  English  people  are  not  satisfied 
with  this  meat? 

Mr.  Armour.  Not  that  I  know  of.  They  have  not  bought  any 
meat  lately,  but  that,  as  I  understand,  is  because  they  have  a  pretty 
fair  stock  of  meat.  I  do  not  believe  it  is  true  that  they  are  not 
going  to  buy  meat. 

Mr.  Hamilton.  I  noticed  in  one  of  the  morning  papers  that  a 
gentleman  named,  I  believe,  Taliaferro,  testified  before  a  Senate 
committee. 

Mr.  EscH.  He  also  testified  before  this  committee. 

Mr.  Hamilton.  Yes ;  this  was  his  testimony  given  yesterday. 

Mr.  Armour.  Listen,  I  do  not  want  you  to  have  any  idea  that  the 
packers  have  not  got  a  big  supply  of  meat,  because  they  have.  They 
have  a  big  supply,  but  the  ending  of  the  war 

Mr.  Hamilton.  And  if  the  English 

Mr.  Armour  (continuing).  Or  the  going  on  of  the  war  would  not 
have  changed  that  a  bit. 
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Mr.  Montague.  Let  him  complete  his  answer. 

Mr.  Hamilton.  Certainly. 

Mr.  Montague.  I  did  not  catch  it  at  all. 

Mr.  Hamilton.  I  ought  not  to  have  interposed.  Go  on,  Mr. 
Armour. 

Mr.  Armodr.  You  want  to  know  now,  about  what? 

Mr.  Montague.  Something  was  said  about  having  a  bi^  supply 
and  you  said  you  did  not  want  him  to  understand  something,  and 
then  you  were  interrupted. 

Mr.  Armour.  This  time  of  year  the  packers  always  have  a  big 
supply  of  meat.  I  think  the  packers  have  a  bigger  supply  now  than 
they  ordinarily  have  in  the  ordinary  years. 

Mr.  Hamilton.  Is  that  salted  meat? 

Mr.  Armour.  Yes ;  of  course,  salted  meat,  because  we  do  not  have 
a  big  supply  of  beef.  You  have  to  have  a  big  supply  of  salted  meat, 
because  the  packers  get  the  big  receipts  of  hogs  m  the  winter,  and 
they  have  to  Duy  the  hogs  when  they  come,  and  they  have  to  accumu- 
late the  meat  during  the  winter  months  to  carry  them  through  the 
rest  of  the  months.  They  have  got  a  big  supply  of  meats,  but  they 
have  not  got  any  bigger  or  any  smaller  supply  of  meats  than  they 
would  have  had  if  the  war  had  continued  or  stopped,  except  to  this 
extent,  that  probably  the  consumption  of  meat  in  certain  parts  of 
Europe  where  the  troops  were  and  m  England  would  have  continued ; 
that  is,  the  buying  of  meats,  they  have  naturally  shut  down  on  now 
to  some  extent.    That  is  a  natural  happening. 

Mr.  Hamilton.  You  mean  to  say,  then,  Mr.  Armour,  that  they  did 
not  lay  in  a  larger  supply  of  salted  meat  on  account  of  war  condi- 
tions than  thev  would  do  in  normal  times? 

Mr.  Armour.  I  can  just  answer  that  best  by  saying  that  the  pack- 
ers buy  all  of  the  hogs  that  come.  The  quantity,  as  you  imagine,  will 
depend  on  the  receipts  of  hogs.  In  this  time  of  year  we  would  nat- 
urally buy  all  the  hogs  we  can,  as  we  are  doing  now,  and  the  receipts 
of  hogs  are  quite  large.  You  asked  me  on  yesterday,  which  I  will  get 
to  a  minute,  because  I  have  the  answer  right  here;  but  I  will  say 
that  all  of  the  packers  have  a  big  supply,  because  the  receipts  of  hogs 
this  year  are  larger  than  last  year,  and  war  or  no  war  tne  packers 
would  have  bought  the  hogs,  and  I  understand  all  the  packers  have 
a  biff  supply,  and  naturally  a  bigger  supplv  than  in  ordinary  times. 

Mr.  Hamilton.  If  the  English  people  should  be  disinclined  to  eat 
these  salted  meats,  you  would  lose  the  English  market  as  to  those 
salted  meats? 

Mr.  Armour.  Yes ;  but  the  English  market  does  not  liappen  to  be 
the  only  market  there  is.  The  English  market  has  got  supplies  on 
hand,  and  they  naturally  would  shut  off  buying  because  the  war  is 
over,  but  the  English  market  is  only  a  small  part  of  the  foreign 
market  that  will  want  to  buy  food  supplies. 

Mr.  Hamilton.  But  they  do  not  take  so  kindly  to  your  saltinl 
meats  ? 

Mr.  Armour.  I  think  they  do.  They  do  not  take  some  kinds  of 
meat.  The  fatback  is  the  side  of  a  hog  and  they  do  not  go  to  Eng- 
land. The  fatbacks  do  go  to  France.  So  if  England  does  not  want 
the  goods  we  make,  the  kind  of  goods  that  we  have,  they  go  to 
France  or  to  Italy,  or  to  somewhere  else.    They  all  take  the  side 
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meats,  but  differents  kinds  of  side  meats,  and  3till  that  takes  up  the 
hogs. 

Mr.  Hamilton.  It  has  been  stated  that  if  this  $100,000,000  relief 
fund  should  go  through  the  Senate  it  will  enable  the  packers  to  dis- 
pose of  this  salted  meat  3upply,  for  instance,  for  southeastern 
Europe.    How  about  that? 

Mr.  Armour.  Now,  all  there  is  about  that  is  this :  If  there  is  a  de- 
mand for  the  meat,  no  matter  what  the  packers,  have  got,  whether 
that  demand  comes  from  France,  or  Italy,  or  England,  or  somewhere 
else,  I  say,  if  there  is  a  demand  for  meats,  the  packers'  meat^  will  be 
used  up.  If  there  isn't  a  demand  for  these  meats  they  will  not  be 
sold. 

Mr.  Hamilton.  If  there  isn't  a  demand  for  meat  it  will  not  be 
sold? 

Mr.  Armour.  No,  sir ;  and  if  there  isn't  a  demand  for  the  meat  the 
packers  may  have  to  take  a  lo3S.  But  personally,  I  think  there  will 
will  be  a  demand  for  meat. 

Mr.  Hamilton.  All  right,  let  us  pasis  on  from  that  question.  How 
long  have  you,  and  when  I  say  you,  I  mean  your  company,  been 
doing  business  in  Argentina  ? 

Mr.  Armour.  Oh,  we  have  had  one  house  over  there — as  I  told 
you  on  yesterday,  we  have  two  houses,  one  of  which  we  own  entirely 
ourselves,  and  we  have  a  half  interest  in  another.  Our  own  house 
has  been  doing  business,  I  presume,  about  three  years.  Well,  it 
started  the  year  after  the  war.  But  as  to  the  other  house,  it  has 
been  doing  business  for  many  years. 

Mr.  Hamilton.  Longer  than  that? 

Mr.  Armour.  Yes,  sir ;  for  some  years. 

Mr.  Hamilton.  I  want  to  get  along  as  rapidly  as  possible.  What 
other  of  the  five  big  packers  are  running  packing  houses  in  Argen- 
tina ? 

Mr.  Armour.  Swift,  Morris,  and  Wilson. 

Mr.  Hamilton.  That  makes  four  of  you  altogether? 

Mr.  Armour.  Yes,  sir. 

Mr.  Hamilton.  You  four  packing  companies  practically  consti- 
tute the  market  in  Argentina  for  stock  on  hoof,  do  you? 

Mr.  Armour.  No.  I  take  it  from  that  question  you  mean  for  the 
whole  market,  and  I  answer  no. 

Mr.  Hamilton.  I  do  not  mean  the  whole  thing. 

Mr.  Armour.  Well,  I  know  you  do  not  mean  100  per  cent,  but  I 
wouldn't  say  so.  We  are  a  large  factor  there,  but  there  are  other 
companies  over  there.  I  do  not  know  just  how  many,  but  I  would 
say  four  or  five  other  companies,  or  three  or  four,  undoubtedly,  and 
1  would  say,  perhaps  five  English  companies  and  some  South  Ameri- 
can companies. 

Mr.  Hamilton.  The  duty  on  fresh  meat  was  taken  off  in  1913,  as 
I  remember,  and  I  want  to  ask  you,  did  the  removal  of  the  duty  on 
meat  and  the  bringing  on  to  the  markets  of  the  United  States  of 
meat  shipped  from  Argentina  make  any  perceptible  difference  in  the 
price  of  meat  to  the  consumer  in  the  United  States  ? 

Mr.  Armour.  No;  I  do  not  think  it  did,  because  I  don't  think  it 
was  was  coming  long  enough,  but  I  think  it  would  have  done  so  had 
the  war  not  come  along  and  stopped  the  importation  of  South 
American  meat. 
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Mr.  Hamilton.  The  duty  was  removed  from  hide^  in  1909.  Did 
the  removal  of  the  duty  from  hides  make  any  perceptible  difference 
in  the  price  of  hides  on  the  normal  market  in  the  United  States? 

Mr.  Armoub.  I  would  think  probably  it  would. 

Mr.  Hamilton.  Did  it? 

Mr.  Armour.  I  do  not  know  whether  it  did  or  not.  I  think  prob- 
ably it  would  in  the  long  run.  You  can't  take  any  one  year  or  one 
period,  but  take  the  long  run.    I  think 

Mr.  Hamilton  (interposing).  You  could  not  say  whether  it  actu- 
ally  did  or  not  ? 

if r.  Armour.  You  say  it  was  in  1909  ? 

Mr.  Hamilton.  Yes.    You  could  not  say  what  the  effect  of  it  was? 

Mr.  Armour.  Was  the  date  the  duty  was  taken  off  1909? 

Mrr  Hamilton.  Yes. 

Mr.  Armour.  The  war  started  in  1914.  That  is  a  period  of  four 
years. 

Mr.  Hamilton.  No  ;  that  is  a  period  of  five  years. 

Mr.  Armour.  Well,  I  think  probably  a  leather  man  could  answer 
you  more  intelligently  on  that.  I  do  not  suppose  I  could  answer  it 
offhand,  but  I  am  perfectly  willing  to  find  an  answer  for  you.  I 
could  not  answer  it  out  of  my  head  without  looking  it  up. 

Mr.  Hamilton.  I  simply  want  your  best  information,  because  I 
think  you  are  willing  to  give  it. 

Mr.  Armour.  Certainly.  But  I  do  not  believe  I  could  answer  that 
intelligently. 

Mr.  Dew  ALT.  Mr.  Hamilton,  may  I  ask  you  a  question  there? 

Mr.  Hamilton.  I  am  not  on  the  witness  stand,  but  will  consider 
whether  I  will  answer  it  or  not. 

Mr.  Dew  ALT.  Well,  I  won't  ask  it. 

Mr.  Hamilton.  I  want  to  get  the  information  from  Mr.  Armour. 

Mr.  Dew  ALT.  This  may  be  very  interesting  as  a  tariff  question,  hui, 
I  don't  see  what  it  has  to  do  with  this  bill. 

Mr.  Hamilton.  Well,  I  see  it.  When  you  remove  the  obstruction, 
as  you  Democrats  would  say,  then  you  put  upon  the  market,  with- 
out restriction,  an  increased  supply,  and  I  am  going  to  foUow  this  up 
with  some  other  questions — and  you  Democrats  would  say  when  you 
put  upon  the  market  an  increased  supply  prices  should  be  affected 
by  that  increased  supply,  inasmuch  as  Mr.  Armour  says  the  law  of 
supply  and  demand  is  elemally  in  operation. 

Mr.  Dew  ALT.  That  is  still  more  interesting. 

Mr.  Hamilton.  All  right,  and  I  will  proceed  with  it. 

Mr.  Armour,  are  you  getting  a  good  deal  of  meat  on  the  hoof  from 
Mexico? 

Mr.  Armour.  I  don't  think  we  are  getting  any  at  all. 

Mr.  Hamilton.  I  mean,  the  packers. 

Mr.  Armour.  That  is  my  answer — I  don't  think  anv  at  all. 

Mr.  Hamilton.  You  don't  think  you  got  any  at  all^ 

Mr.  Armour.  I  do  not  think  sinoe  the  trouble  in  Mexico  that  they 
get  any  at  all. 

Mr.  Hamilton.  None? 

Mr.  Armour.  Well,  when  I  say  that,  I  am  not  talking  about  any 
very  small  numbers,  but  I  mean  none  that  amounts  to  anything. 

Tilr.  Ha^^olton.  Let  us  go  back  to  prewar  conditions.  *  There  are  m 
great  many  grazing  ranches  in  Mexico? 
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Mr.  Armour.  Yes,  .sir. 

Mr.  Hamilton.  There  were  before  the  war  and  they  still  exist? 

Mr.  Armour.  Yes,  sir. 

Mr.  Hamilton.  A  large  number  of  cattle  were  brought  upon  the 
American  markets  from  Mexico? 

Mr.  Armour.  I  would  not  say  a  very  large  amount ;  no. 

Mr.  Hamilton.  Not  in  comparison  with  what  you  handle,  but  a 
pretty  large  proportion  in  comparison  with  the  number  grazed. 

Mr.  Armour.  I  do  not  know  about  that,  but  yoU  can  find  out  just 
the  number.  I  wouldn't  think  there  was  a  great  number.  Some 
cattle  come  up  from  Mexico,  for  instance,  to  Fort  Worth  and  down 
in  Texas. 

Mr.  Hamilton.  Well,  they  are  raising  cattle,  and  were  raising 
them  for  money,  because  it  is  a  splendid  grazing  country. 

Mr.  Armour.  Oh,  I  think  that  is  true,  but  I  don't  think  since  our 
trouble  with  Mexico  any  appreciable  number  of  cattle  have  come 
out  of  there  along  as  time  went  by. 

Mr.  Hamilton.  I  must  hurry  along.  Mr.  Armour,  in  a  very  inter- 
esting way  you  told  the  committee  on  yesterday  about  opening  up 
southeastern  stock-growinji:  advantages  by  the  establishment  of  a 
packing  house  at  Jacksonville,  Fla.,  and  that  placed  upon  the  market 
by  your  means  of  distribution  a  large  amount  of  meat  food,  did  it 
not? 

Mr.  Armour.  Yes;  in  Florida. 

Mr.  Hamilton.  Well,  in  the  southeastern  sectibn  the  country'  ? 

Mr.  Armour.  Yes,  sir. 

Mr.  Hamilton.  And  in  all  that  section  of  the  country  ? 

Mr.  Armour.  Yes,  sir. 

Mr.  Parker  of  New  Jersey.  Let  the  witness  finish  his  answers 
every  time. 

Mr.  Hamilton.  He  did  finish,  as  I  thought.  Go  ahead  if  you  did 
not,  Mr.  Armour. 

Mr.  Parker  of  New  Jersey.  Tliat  meat  in  Jacksonville  is  consumed 
either  in  the  State  of  Florida  or  in  the  States  right  adjacent  td 
Florida. 

Mr.  Hamilton.  It  has  also  caused  a  production  of  cattle  there, 
hasn't  it? 

Mr.  Armour.  Yes,  sir;  it  is  also  produced  in  Florida.  Formerly 
there  was  no  live  stock  to  any  amount  produced  in  Florida,  nor  in 
the  South,  but  now  they  have  gone  into  the  raising  of  live  stock 
down  there.  It  is  an  entirely  new  event  for  them.  Do  you  want 
the  history  of  the  Jacksonville  work  ? 

Mr.  Hamilton.  No. 

Mr.  Armour.  All  right,  then,  I  am  through. 

Mr.  Hamilton.  I  am  not  going  into  the  details  of  your  operations. 

Mr.  Armour.  I  am  perfectly  willing  to  tell  yoit  if  you  want  the 
information. 

Mr.  Hamilton.  I  am  trying  to  get  the  large  effect  out  of  this  mat- 
ter one  way  or  the  other.  If  I  am  wrong  I  want  to  be  corrected,  and 
if  I  am  right  I  want  to  be  confirmed.  JHave  you  finished  your  an- 
swer as  to  that  other  matter? 

Mr.  Armour.  Yes,  sir;  I  think  so. 

Mr.  Hamilton.  Did  this  increase  in  the  available  supply,  as  you 
might  say  by  encouragement  to  stock  raisers  in  the  Southeast,  make 
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any  appreciable  difference  in  the  market  price  of  meat  to  the  con- 
sumer? 

Mr.  Armour.  I  wouldn't  think  it  would ;  not  yet. 

Mr.  Hamilton.  It  has  not? 

Mr.  Armour.  It  might  eventually,  but  it  has  not  yet.  It  has  not 
arrived  at  a  sufficiently  large  quantity  as  yet. 

Mr.  Hamilton.  Are  you  either  directly  or  indirectly  interested 
in  the  growing  of  cattle  ? 

Mr.  Armour.  Not  at  all,  either  directly  or  indirectly.  We  do  not 
grow  any  cattle  at  all,  either  directly  or  indirectly. 

Mr.  Hamilton.  Are  you  the  owner  of  shares  of  stock  in  a  corpora- 
tion raising  cattle? 

Mr.  Ar3iour.  No,  sir;  none  whatever. 

Mr.  Hamilton.  You  have  no  representatives  so  interested.? 

Mr.  Armour.  No,  sir.    You  are  asking  about  growing  cattle  now  ? 

Mr.  Hamilton.  Yes,  sir;  the  grazing  of  cattle  over  the  number 
theretofore  bought  for  that  purpose. 

Mr.  Armoub.  No,  sir.  But  I  will  qualify  that,  if  you  will  permit 
me. 

Mr.  Hamilton.  All  right. 

Mr.  Armour.  I  will  say  that  we  have  had  something  like  a  thou- 
sand cattle — or  I  do  not  know  just  the  number— down  at  the  dis- 
tilleries two  years  ago  at  Peona.  But  they  were  bought  on  the 
market  and  fed.  We  went  into  partnership  with  some  man  who  had 
been  feeding  cattle,  and  I  think,  we  have  been  in  it  two  or  three 
years.  Outside  of  that  wo  haven't  any  interest,  directly  or  indirectly, 
m  any  live  cattle  nor  in  the  feeding  of  live  cattle. 

Mr.  Hamilton.  I  have  in  mind  a  statement  which  I  have  seen 
to  the  effect  that  Armour  &  Co.,  or  you,  or  some  Armour — and  I 
speak  respectfully,  you  understand.  I  want  you  to  understand  that 
I  am  simply  seeking  information. 

Mr.  Armour.  Go  on ;  I  understand  it. 

Mr.  Ha3iilton.  Was  or  were  interested  in  a  lease  or  contract 
for  approximately  3,000,000  acres  of  grazing  lands  in  the  Crow 
Indian  Reservation  in  Montana  and  Wyoming.  Have  you  any  in- 
formation in  relation  to  that  at  all? 

Mr.  Armour.  I  never  heard  of  it  before ;  and  it  is  not  true,  so  far 
as  Armour  &  Co.  or  mvself  or  anvbodv  connected  with  Armour  & 
Co.  is  concerned. 

Mr.  Hamilton.  Then  you  ought  to  thank  me  for  giving  you  the 
opportunity  to  clear  that  up. 

Mr.  Armour.  Well,  I  hadn't  heard  of  it  before. 

Mr.  Hamilton.  Well,  it  was  stated  to  me  with  great  positivenes'S 
this  morning. 

Mr.  Armour.  That  is  incorrect.  You  asked  me  a  question  on  yes- 
terday ;  may  I  now  answer  it  ? 

Mr.  Hamu^ton.  Yes,  sir. 

Mr.  Armour.  You  asked  me  to  give  you  the  number  of  live  cattle 
in  the  United  States,  and  I  now  have  that  for  you.  I  have  a  tele- 
gram from  Chicago,  I  presume  as  of  the  1st  of  Januar}\  which  says : 

Government  report  shows  total  hogs  75.587,000,  njnifiist  70.978,000  yenr  airo. 
an  Incrense  of  6i  i>er  <^nt.  She<*p.  about  tlH»  snni*»  hb  Ia«t  year.  Cattle. 
44,400,000.  asrninst  44,122.000  year  ajco.  Mileb  (^>\vs,  23,467.000,  agalnat 
23,310,000. 
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You  asked  me  the  number  of  live  animals,  and  I  told  you  I  thought 
there  were  between  40,000,000  and  50,000,000  cattle. 

Mr.  Hamilton.  All  right;  I  thank  you.  Now,  just  a  question 
more.  It  has  been  charged  that  your  company  has  been  conducting 
a  system  of  advertising  for  the  purpose  of  forming  public  opinion. 
I  want  to  give  you  an  opportunity  to  make  a  frank  statement  in  rela- 
tion to  that. 

Mr.  Armour.  We  do  considerable  advertising  always.  Our  adver- 
tising bill  is  quite  a  large  item  with  Armour  &  Co.  We  do  that  to 
sell  our  products.  It  has  become  necessary — ^and  I  regret  to  say  it — 
that  we  do  a  great  deal  more  advertising,  and  we  have  done  it  during 
the  last  year,  since  the  Federal  Trade  Commission  have  started  their 
crusade,  or  whatever  you  may  call  it,  and  I  say  that  respectfully, 
because  I  do  not  know  of  any  other  better  word  to  use  against  the 
packing  industry.  We  have  had  no  opportunity  to  present  our  side 
of  the  case.  This  is  the  first  opportunity  I  have  had  to  tell  anybody 
about  the  packing  industry.  And  I  feel  and  I  know  that  other 
packers  feel  the  same  way ;  that  there  has  been  an  opinion  put  into 
the  minds  of  the  people,  a  feeling  of  condemnation  against  the  pack- 
ing industry;  that  we  are  just  a  little  different  kind  of  people  from 
other  people — ^I  do  not  know  just  what  they  think  we  are,  but  that  we 
are  just  a  little  different;  that  is,  that  we  are  money  mad. 

Mr.  Hamilton.  They  think  you  are  a  combination. 

Mr.  Armour.  Well,  we  are  not,  and  I  tell  you  we  are  not.  It  has 
become  necessary  for  us  to  explain,  as  far  as  we  are  able,  our  side  of 
the  packing  business.  To  tell  the  people  some  things  about  the  pack- 
ing Dusiness  as  we  have  seen  them,  and  we  have  not  had  an  oppor- 
tunity to  tell  anybody,  and  that  is  the  reason  it  has  become  necessary 
to  do  this  additional  advertising.  While  it  is  a  legitimate  thing,  I 
am  venr  sorry,  indeed,  that  it  became  necessary  to  do  it. 

Mr.  Hamilton.  Just  one  more  question,  and  I  now  apologize  to  the 
chairman  of  the  committee  for  taking  up  so  much  time. 

The  Chairman.  You  are  really  serious  this  time,  are  you? 

Mr.  Hamilton.  Yes,  sir;  but  this  is  so  important. 

The  Chairman.  Go  ahead. 

Mr.  Hamilton.  In  your  brief,  Mr.  Armour,  you  have  stated  that 
there  are  certain  constitutional  objections  to  the  bill  now  being  con- 
sidered by  the  committee,  and  said  you  were  so  advised  by  your 
counsel.  I  assume  you  are  not  going  to  discuss  the  constitutional 
questions  involved.  Is  it  your  purpose  before  you  leave  the  city  to 
ask  your  counsel  to  present  brieny  to  the  committee  the  constitutional 
obiections  ?     I  see  that  Mr.  Mayer  is  here. 

Mr.  Armour.  Why,  I  hadn't  thought  of  that.  Personally  I  think 
the  bill  is  so  wrong  that,  if  you  will  allow  me  to  say  so,  you  men  are 
intelligent  enough  to  see  it  in  the  same  light  that  I  do.  I  may  be 
prejudiced  because  I  am  in  the  packing  business,  but  I  see  it  very 
plainly,  and  I  want  to  say  I  have  just  as  much  interest  in  the  con- 
sumers and  the  producers,  and  it  may  be  a  selfish  interest,  too.  I 
haven't  any  desire,  and  I  haven't  any  thought,  of  asking  our  counsel 
to  put  before  you  that  phase  of  the  situation ;  I  mean  I  haven't  had 
any  thought  on  that  line,  but  Mr.  Mayer,  our  counsel,  is  here,  and  if 
you  gentlemen  want  to  hear  from  him,  I  am  sure  he  would  be  very 
glad  to  tell  you  about  it.    But  personally  I  had  no  desire  or  any 
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intention  of  askin^^r  him  to  appear  before  you.  At  the  same  time,  I 
say  he  is  here,  and  if  he  can  enlighten  you  on  anything  you  are  at 
liberty  to  call  on  him,  quite  naturally. 

Mr.  Hamilton.  I  suomit,  Mr.  Chairman,  if  there  are  grave  con- 
stitutional objections  that  this  committee  might  be  interested  therein, 
and  before  we  finish  it  mij^ht  be  enlightening  to  the  committee  to  have 
an  argument  on  that  subject. 

The  Chairman.  If  there  is  any  member  of  this  committee  who 
doesn't  already  think  he  knows  all  the  constitutional  law  in  existence, 
all  right,  we  will  do  that. 

Mr.  Hamh^ton.  Well,  there  may  be  some  members  who  do  not  know 
it  all. 

The  Chairman.  Well,  no  question  has  ever  come  up  of  a  constitu- 
tional character,  I  mean,  that  every  lawyer  member  of  the  House 
did  not  think  he  knew  all  about  it. 

Mr.  Hamilton.  Well,  I  do  not  know  it  all,  and  I  would  like  to  know 
about  this  matter. 

The  Chairman.  T^t  us  wait  until  we  get  to  that  subject,  then. 

Mr.  Mater.  Mr.  Chairman,  Mr.  Armour  is  perfectly  willing  that  I 
should  give  you  my  views  on  the  constitutionality  of  this  bilK  and  I 
will  be  glad  to  do  it  if  you  so  desire. 

The  Chairman.  We  will  take  that  up  later.  Now,  Mr.  Barkley, 
you  may  cross-examine  Mr.  Armour. 

Mr.  Barkley.  Mr.  Armour,  I  believe  you  stated  on  yesterday  and 
this  morning  you  reiterated  it  that  your  business  last  vear  amounted 
to  about  $861,000,000,  and  that  you  made  a  profit  of  about  1.8  per 
cent. 

Mr.  Armour.  Yes,  sir. 

Mr.  Barkley.  Which  amounted  to  $15,000,000  after  deducting  all 
your  charges,  including  the  Government  income  tax  and  excess-profits 
tax. 

Mr.  Armour.  Yes,  sir. 

Mr.  Barkley.  About  how  many  times  during  the  year  does  a  dol- 
lar turn  itself  over  in  your  business? 

Mr.  Armour.  Well,  I  would  think  probably  it  would  turn  over 
four  times.  There  are  some  gentlemen  here  who  know  better  than 
I  do,  and  I  would  like  to  ask  them. 

Mr.  Barkley.  All  right. 

Mr.  Armour.  I  have  an  answer  from  one  of  our  men  that  it  would 
be  about  three  and  a  third  times.  I  think  this  year  it  wouldn't  turn 
over  quite  as  much  as  that. 

Mr.  Barkley.  So  that  you  did  $861,000,000  worth  of  businef^s,  and 
that  represented  about  $200,000,000  of  actual  money  invested  in  the 
business? 

Mr.  Armour.  Well,  our  statement  shows  how  much  money  we  have 
invested  in  the  busineas.    I  do  not  know  but  it  contains 

Mr.  Barkley  (interposing).  It  would  be  practically  one-third  of 
whatever  that  was.  It  it  turns  over  three  and  a  third  times  during 
the  vear  that  is  the  result. 

ifr.  A'rmour.  I  do  not  think  it  wotild  this  year. 

Mr.  Barkley.  I  mean  last  year. 

Mr.  Armour.  Well,  I  would  say  three  times  or  three  and  a  third 
times,  but  I  don't  know  exactlv. 
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Mr.  Barkley.  Does  that  $861,000,000  represent  what  you  paid  for 
your  cattle  and  what  you  paid  for  all  your  expenses,  and  what  you 
got  for  them  after  you  sold  them? 

Mr.  Armour.  Yes,  sir. 

Mr.  Barbjley.  That  is  the  entire  transaction  ? 

Mr.  Armour.  That  was  our  sales,  you  understand.  That  is  the 
money  we  got  in  from  selling  our  goods. 

Mr.  Barklet.  So  it  doesn't  include  both  the  purchase  and  the  sale 
of  goods  in  fixing  the  amount  of  your  business  I 

Mr.  Armour.  Oh,  no,  sir;  that  just  represents  our  sales. 

Mr.  BarkiiET.  That  $15,000,000  you  say  you  made  clear,  and  while 
it  is  1.8  per  cent  on  the  amount  of  business  you  did,  it  repregents  a 
turnover  of,  say,  three  and  a  third  times  the  amount  of  money  in- 
vested.   What  percentage  was  that  of  your  capital  stock? 

Mr.  Armour.  When  we  read  that  article  on  yesterday 

Mr.  Barkley  (interposing).  I  didn't  get  in  until  after  you  read  it. 

Mr.  Armour.  When  I  read  that,  I  incorporated  in  that  my  state- 
ment to  the  stockholders  of  Armour  &  Co.,  which  was  made  at  the 
end  of  the  fiscal  year  when  we  gave  out  our  financial  statement,  and 
in  that  statement  I  said 

Mr.  Barkley  (interposing).  Just  let  that  go  in  if  it  is  in  the 
record. 

Mr.  Armour.  For  your  own  information,  and  it  won't  take  but  a 
minute,  I  would  like  to  state  it,  because  I  want  you  to  know.  You 
might  not  read  it  when  it  gets  into  the  record. 

Mr.  Barkley.  I  think  I  will. 

Mr.  Armour.  I  beg  pardon.  I  do  not  mean  to  insinuate  that  you 
wouldn't  be  interested  enough  to  do  it,  but  I  thought  you  might  not 
find  the  time  to  look  it  up  and  read  it.    This  statement  says : 

Our  net  income  for  the  period  (53  weeks)  was  $15,247,837.53,  at  the  rate  of 
9  per  cent  on  our  average  net  capital  invested  and  14.7  on  our  common  stock 
(after  provision  for  dividends  on  preferred)  ;  $2,()00,000,  or  only  2  per  cent,  was 
paid  out  In  dividends  on  the  common  stock,  we  being  compelled  to  reinvest  the 
balance,  over  $13,000,000,  in  the  business  to  meet  the  ever-increasing  demand 
for  additional  facilities ;  this  In  addition  to  the  $60,000,0(X)  which  we  borrowed 
on  our  convertible  debentures. 

Mr.  Barkley.  Your  capital  stock  is  $100,000,000  ? 

Mr.  Armour.  Our  capital  stock  is,  as  of  November  2,  1918,  $100,- 
000,000  common  stock  and  $69,366,000  surplus,  and  that  surplus  is 
accumulated  earnings. 

Mr.  Barkley.  When  you  increased  your  capital,  and  what  year 
was  it? 

Mr.  Armour.  1913, 1  think. 

Mr.  Barkley.  From  $20,000,000  to  $100,000,000,  was  it? 

Mr.  Armour.  Yes,  sir. 

Mr.  Barkley.  The  increase  was  simply  an  issue  of  common  stock, 
was  it  not? 

Mr.  Armour.  Yes,  sir. 

Mr.  Barkley.  There  was  no  increase  in  preferred  stock? 

Mr.  Armour.  We  had  no  preferred  stock  at  that  time. 

Mr.  Barkley.  What  part  of  this  $100,000,000,  if  any,  is  now 
preferred  stock? 

Mr.  Armour.  No  part  of  it.  We  borrowed  $60,000,000  last  year  on 
notes  that  were  payable  one-sixth  every  year ;  in  other  words,  payable 
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in  six  years  of  $10,000,000  a  year.  We  gave  the  purchasers  of  the 
notes  the  privilege  of  converting  any  part  of  those  notes  they  might 
wish  to  convert  into  preferred  stocK,  and  that  is  how  we  happen  to 
have  preferred  stock  now.  It  all  represents  money,  and  at  the  close 
of  our  year  there  had  been  $7,000,000  of  those  notes  converted  into 
preferred  stock. 

Mr.  Barklev.  And  the  balance  of  it,  $53,000,000,  is  simply  repre- 
sented by  notes  that  people  hold  against  your  company? 

Mr.  Armour.  Yes;  and  possibly  will  be  converted  into  preferred 
stock. 

Mr.  Barkl£Y.  Possibly ;  that  is,  if  they  want  to,  but  if  they  do  not 
they  will  hold  the  notes. 

Sfr.  Armour.  Yes,  sir;  naturally. 

Mr.  Barklev.  As  a  matter  of  fact,  you  only  have  $7,000,000  of 
preferred  stock  at  the  present  time? 

Mr.  Armour.  Yes,  sir. 

Mr.  Barklev.  How  many  stockholders  are  there  in  your  company! 

Mr.  Armour.  Do  you  mean  preferred  or  common? 

Mr,  Barklev.  I  will  take  common  first;  oh,  just  state  it  roughly. 

Mr.  Armour.  Well,  it  is  the  Armour  family,  and  I  would  say 
7,  8,  or  10. 

Mr.  Barklev.  All  the  stock  is  exclusively  owned  by  the  Armour 
family? 

Mr.  Armour.  Yes,  sir;  that  is  the  common  stock. 

Mr.  Barklev.  Who  owns  the  $7,000,000  of  preferred  stock! 

Mr.  Armour.  I  do  not  know,  but  there  are  2,400  stockholders. 

Mr.  Barklev.  How  manv  subsidiary  corporations  are  there  con- 
nected with  Armour  &  Co.? 

Mr.  Armour.  I  do  not  know  the  number  but  quite  a  number.  I 
can  give  you  the  number  but  can  not  state  it  offhand. 

Air.  Barklev.  Are  all  the  subsidiary  concerns  owned  by  the 
Armour  family? 

Mr.  Armour.  They  are  owned  by  Armour  &  Co.;  that  is,  by  the 
stockholders  of  Armour  &  Co. 

Mr.  Barkij!:v.  Do  Armour  &  Co.,  as  a  corporation,  hold  the  stock 
of  these  various  subsidiarv  concerns? 

Mr.  Armour.  Yes,  sir;  t  think  so. 

Mr.  Barklev.  It  is  not  owned  bv  individual  members  of  the 
Armour  family  as  individual  stockholders? 

Mr.  Armour.  I  do  not  know  how  it  is  in  law.  but  as  a  matter  of 
fact  actually  it  doesn't  make  much  difference  lor  the  result  is  the 
same. 

Mr.  Barklev.  Can  you  tell  how  many  stockyards  in  the  United 
States  you  own  stock  in? 

Mr.  Armour.  I  could  not  offhand;  I  can  give  you  that  list,  but  I 
can  tell  you  offhand  some  of  the  principal  ones. 

Mr.  Barklev.  You  have  not  put  it  into  the  record  yet,  have  you! 

Mr.  Arm()L"r.  I  think  not. 

Mr.  Barklev.  I  would  like  for  you  to  put  it  in  with  your  testi- 
mony. I  mean  a  statement  showing  the  nimiber  of  stoclcyards  and 
where  they  are  located. 

Mr.  Armour.  I  will  try  to  have  it  gotten  up  and  given  to  the 
oommittee. 
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Mr.  Barkley.  The  number  and  where  located,  and  the  amount  of 
stock  owned  by  your  concern  in  each  one  of  them. 

Mr.  Armour.  You  are  talking  about  the  company  now  and  not 
about  me  individually  ? 

Mr.  Barkiey.  Both  the  company  and  you  and  other  stockholders 
of  Armour  &  Co. 

Mr.  Armour.  All  right.  I  will  try  to  do  this  but  I  think  you 
already  have  this  information  in  the  Federal  Trade  Commission 
report. 

Mr.  Barkley.  On  yesterday  in  talking  about  the  commodities  that 
Armour  &  Co.  deal  m,  and  justifying  the  dealing  in  those  things, 
because  they  were  in  one  way  and  another  connected  with  the  meat 
industry,  I  think  you  referred  to  potash  as  being  the  brother  of  fer- 
tilizer, and  to  perfume  as  being  the  sister  of  soap,  and  that  all  these 
were  the  products  of  Armour  &  Co.  and  therefore  were  cousins.  Do 
you  sell  buckwheat? 

Mr.  Armour.  We  sell  buckwheat,  but  we  do  not  manufacture  buck- 
wheat.   You  are  talking  about  Armour  &  Co.  ? 

Mr.  Barkley.  Yes. 

Mr.  Armour.  We  sell  buckwheat — ^j'ou  certainly  mean  oatmeal. 

Mr.  Barkley.  No;  buckwheat. 

Mr.  Armour.  You  mean  oatmeal  and  not  buckwheat. 

Mr.  Barkley.  I  mean  buckwheat. 

Mr.  Armour.  We  sell  oatmeal. 

Mr.  Barkley.  I  mean  buckwheat,  out  of  which  you  make  buck- 
wheat cakes. 

Mr.  Armour.  We  sell  what  we  call  pancake  flour.  I  think  that  is 
the  name  it  goes  under. 

Mr,  Barkley.  Do  vou  sell  cement? 

Mr.  Armour.  No  ;  I  don't  think — in  fact,  I  know  we  do  not. 

Mr.  Barkley.  Do  you  sell  lime? 

Mr.  Armour.  No,  sir. 

Mr.  Barkley.  Do  you  sell  cherries,  fruit? 

Mr.  Armour,  Yes,  sir. 

Mr.  Barkley.  Do  you  sell  bumping  posts  for  railroads? 

Mr.  Armour.  No,  sir. 

Mr.  Barkley.  Do  you  sell  castings,  appliances  for  use  in  the  manu- 
facture of  refrigerator  cars? 

Mr.  Armour.  I  can  answer  that  in  my  own  way  if  you  want  me  to. 

Mr.  Barkley.  Go  ahead. 

Mr.  Armour.  We  have  a  mechanical  company  that  makes  our  dif- 
ferent things  that  we  use  in  the  packing  houses,  like  hangers  and 
retorts  and  different  things  in  daily  use,  and  they  also  make  dif- 
ferent things  for  the  repairing  of  our  cars;  but  I  wouldn't  think 
they  .sold  them  on  the  outside  market.  I  don't  think  they  do.  If 
that  mechanical  department  happens  to  make  what  you  asked  me 
about — did  you  say  nuts? 

Mr.  Barkley.  No;  castings. 

Mr.  Armour.  If  they  happen  to  make  them  they  sell  them  to 
Armour  &  Co.  I  do  not  think  they  sell  them  on  the  outside,  or  if 
they  do,  it  is  to  no  extent. 

Mr.  Barkley.  Does  your  concern  sell  coffee? 

Mr.  Armour.  Yes,  sir. 
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Mr.  Barkley.  Do  jou  sell  coke ? 

Mr.  Armour.  No. 

Mr.  Barkley.  Do  you  sell  combs? 

Mr.  Armour.  No;  I  don't  think  we  do;  no,  I  know  we  don't. 

Mr.  Barkley.  Do  you  sell  doors  and  windows? 

Mr.  Armour.  No. 

Mr.  Barkley.  Do  you  sell  garlic? 

Mr.  Armour.  What  is  garlic  made  from?    Is  it  made  from  onions t 

Mr.  Sanders.  If  you  sell  garlic  at  all,  you  must  sell  it  in  Italy. 

Mr.  Armour.  No;  we  don't  sell  garlic.    We  buy  it  for  our  sausages. 

Mr.  Barkley.  For  what? 

Mr.  Armoitr.  It  is  used  in  sausage. 

Mr.  Barkley.  Do  you  sell  fence  posts  and  wire  fencing? 

Mr.  Ar3iour.  No,  sir. 

Mr.  Barkley.  Do  you  Fell  heavy  paper? 

Mr.  Armour.  No.    What  kind  of  paper? 

Mr.  Barkley.  Heavy  wrapping  paper,  container  paper,  perhaps. 

Mr.  Armour.  No. 

Mr.  Barkley.  I  am  reading  here  from  a  long  list  of  articles  that 
has  been  put  in  the  testimony  as  representing  the  things  that  are 
sold  by  the  five  gi'eat  packers. 

Mr.  Armour.  I  am  talking  about  Armour  &  Co.,  but  do  not  know 
about  the  rest  of  them. 

Mr.  Barkley.  I  wanted  to  find  out  whether  you  sold  some  of  these 
things.  In  view  of  your  statement  about  perfume  and  fertilizer 
being  first  cousins,  I  wanted  to  know  just  what  family  relationship 
existed  among  some  of  the  other  articles. 

Mr.  Armour.  You  know  possibly  that  potash  is  used  in  fertilizer. 
Anybody  in  the  fertilizer  business,  ^vhetner  Annour  &  Co.  or  any- 
boay  else,  uses  potash,  because  you  can  not  be  in  tfie  fertilizer  busi- 
ness without  usmg  potash.  I  mean  by  that,  vou  can  not  make  ferti- 
lizer without  having  potash.  That  is  why  wlien  the  war  began  they 
didn't  get  much  potash,  because  all  of  the  potash  up  to  the  time  of 
the  beginning  ot  the  war  came  from  Germany.  Germany  had  a 
monopoly  on  potash. 

Mr.  Barkley.  I  understand  that.  How  many  stock  yards  arc 
there  in  which  Armour  &  Co.  own  stock  where  a  portion  o^  the  stock 
is  also  owned  by  Swift  &  Co.  ?    . 

Mr.  Armour.  I  could  not  answer  that  offhand.  I  can  tell  vou 
what  stock  we  own  and  I  presume  Swift  &  Co.  can  tell  you  w^t 
stock  they  own. 

Mr.  Barkley.  I  do  not  suppose  I  have  the  right  to  ask  you  to  put 
in  any  statement  about  Swift's  ownership. 

Mr.  Armour.  You  could  get  that  from  Swift,  I  have  no  doubt 

Mr.  Barkley.  You  have  testified  that  there  was  no  understanding 
between  you,  and  I  mean  by  you,  your  company,  and  Swift  &  Co.,  or 
any  others  of  these  biff-five  packers  as  to  transactions  in  the  meat 
market  generally  speaking.  Are  there  ever  any  conferences  held 
between  the  directors  or  managers  of  Swift  &  Co.  and  Annour  A 
Co.  in  reference  to  market  conditions,  the  price  of  cattle,  and  as  to  a 
division  of  territoiy  in  which  each  is  to  operate? 

Mr.  Armour.  No. 

Mr.  Barkley.  How  did  it  come  about  that  so  many  of  these  stock- 
yards companies  are  owned  by  two  or  three  of  the  large  packers! 


GOVERNBdJlNT  CONTROL  OF  MEAT-PACKIKG  INDUSTRY.  715 

Mr.  Armour.  Well,  I  can  perhaps  answer  that  question  better  by 
referring  to  the  Fort  Worth,  Tex.,  stockyards,  for  instance.  I  can 
tell  you  from  memory  regarding  Fort  Worth.  There  used,  to  be  a 
little  stockyards  down  at  Fort  Worth,  many,  many  years  ago,  and  it 
never  did  very  much  business.  There  wasn't  any  progressive  bunch 
of  men  down  there.  The  yard  was  just  there  and  it  just  grew  up 
there,  and  it  never  became  very  large,  and  it  was  owned  by  a  man 
named  Simpson  and  a  man  named  Niles.  Simpson  and  Niles  were 
very  anxious  to  sell  it  and  they  came  and  saw  me  repeatedly  and 
asked  if  Armour  &  Co.  wouldn't  buy  it  because  it  wasn't  any  good 
to  them,  and  they  were  not  making  any  money  out  of  it,  and  really 
that  they  had  a  white  elephant  on  their  hands. 

Finally  I  consented  to  go  down  there  and  look  at  it.  This  was, 
I  guess,  nearly  19  years  ago.  I  went  down  there  with  Mr.  Simpson, 
and  possibly  Mr.  Niles  met  us  there.  We  lool  ed  o  ^^ei  the  property 
and  finally  bought  it.  And  when  Swift  f oi  nd  (»ut  that  we  had 
bought  that  property  down  there  they  went  ove:  t>  Dallas  and 
negotiated  for  the  yards  there,  a  little  yards  that  was  over  there. 
To  make  a  long:  story  short,  rather  than  have  them  at  Dallas  we 
sold  them  a  half  interest,  or  rather  a  one-half  of  our  one-half  in- 
terest. When  we  bought  those  yards  at  Fort  Worth  Simpson  and 
Niles  retained  a  half  interest  in  them.  We  sold  Swift  one-half  of 
our  one-half  interest  in  the  Fort  Worth  yards.  Then  after  we 
bought  the  yards  down  there  Swift  built  a  packing  house  and  we 
built  a  packing  house  at  Fort  Worth.  They  were  built  of  about  the 
same  size,  and,  as  I  say,  Simpson  and  Niles  retained  their  stock  in 
the  yards.  Finally  the  yards  became  very  successful  by  reason  of 
the  packing  houses  going  there,  and  I  can  say  auite  honestly  if  the 
packing  houses  had  not  gone  there,  or  some  pacfein^  houses  had  not 
gone  there,  those  yards  would  not  have  been  worth  any  more  to-day 
than  they  were  then. 

Anyway,  we  went  there  and  Swift  built  a  large  packing  house 
and  we  built  a  large  packing  house  immediately,  and  right  after 
these  packing  houses  were  built  the  stock  adjacent  to  that  place  came 
into  Forth  Worth  because  there  was  somebody  there  to  buy  it.  Pre- 
vious to  that  time  there  was  nobodj^  there  to  buy  it  and  therefore 
no  reason  for  growers  to  ship  their  cattle  in.  Before  that  time, 
instead  of  shipping  cattle  to  Fort  Worth  they  had  to  ship  up  to 
East  St.  Louis  or  Chicago,  or  some  place  where  the  railroad  journey 
was  very  long  and  the  cattle  would  shrink.  You  know  the  nearer 
to  the  production  point  they  can  grow  their  cattle  the  better  it  is 
for  the  cattlemen.  So  that  market  was  developed  into  a  very  large 
market  by  reason  of  the  packing  houses  being  built  there  ^nd  bv 
no  other  reason  whatever.  And  that  is  why  I  am  taking  Fort  Wortfi 
as  an  illustration,  because  that  happens  to  cover  the  whole  situation. 
Armour  &  Co.  took  one-half  of  our  portion  of  the  stock  and  Swift 
took  the  other  half  and  paid  for  it.  Mr.  Niles  still  has  a  large  in- 
terest in  this  property.  Mr.  Simpson  sold  his  stock.  I  do  not  know 
how  many  stockholders  there  are  in  the  Fort  Worth  yards,  but  there 
are  a  number  of  them*  Mr.  Niles,  who  was  the  original  owner  of 
the  stockyards,  still  is  a  large  owner  and  a  director  in  the  stockyards 
company. 
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Mr.  Barkley.  Armour  and  Swift  own  a  majority  of  that  stock, 
do  they? 

Mr.  Armoi'r.  Yes;  I  would  think  so. 

Mr.  Barkley.  What  was  your  object  in  desiring  not  to  have  Swift 
&  Co.  set  up  in  business  over  at  Dallas? 

Mr.  Armour.  The  same  desire  that  we  would  naturally  have.  We 
would  rather  have  all  of  the  live  stock  from  that  particular  section 
come  into  one  point  than  we  would  to  have  one  yard  here  and  one 
yard,  say,  20  miles  away.  It  makes  two  markets  in  that  way,  and 
makes  the  situation  most  unsatisfactory  not  only  for  the  packer  but 
for  the  live-stock  man.  The  fellow  who  ships  his  stock  in  here — 
vou  know  if  there  is  one  place  to  ship  his  stock  to  he  will  have  two 
buyers,  and  I  am  now  talking  from  the  live-stock  man's  standpoint — 
ami  from  a  packing-house  standpoint  we  would  rather  have  all  the 
stock  come  into  one  place  where  we  had  a  chance  to  have  a  larger 
market,  rather  than  to  have  two  divided  markets  close  to  one  an- 
other, neither  one  of  which  would  be  as  satisfactory  to  the  producer 
or  the  packer  or  the  trade.    You  understand  me? 

Mr.  liARKLEY.  Yes.     In  other  words 

Mr.  Armour  (interposing).  We  think  that  is  not  only  to  the  in- 
terest of  the  live-stock  man  but  to  the  interest  of  the  packer. 

Mr.  Barkley.  Your  first  desire,  of  course,  was  that  there  be  no 
competition  down  there  in  the  live-stock  business,  so  far  as  stock- 
varcis  were  concerned,  at  two  points  so  close  as  Fort  Worth  and 
ballas. 

Mr.  Armour.  We  would  rather  have  one  big  point  than  two  small 
points.    We  think  that  is  economical  to  the  grazing  community. 

Mr.  Barkley.  You  think  it  better  for  the  community  to  have  one 
market  instead  of  two? 

^Ir.  Armour.  I  do. 

Mr.  Barkley.  Do  you  think  that  if  a  stockyard  had  been  located 
at  Dallas  by  Swift  and  they  had  subse<]uently  set  up  a  packing  plant 
at  Dallas  also,  which  would  have  been  in  competition  with  your  plant 
at  Fort  Worth  and  your  stockyard  at  Fort  Worth,  that  the  people 
who  produce  cattle  would  have  received  no  better  price  than  they 
do  now  by  going  all  to  one  yard? 

Mr.  Arm(iir.  I  do  not  think  thev  would.  And  in  that  event  the 
(|llc^ti^ln  would  come  up,  just  as  it  does  about  one  railroad  coming 
through  a  town.  Xo  matter  how  good  a  service  that  railroad  gives 
the  people  of  that  town,  there  are  numbers  of  people  who  think  they 
would  have  blotter  service  if  there  were  two  railroads  through  the 
town.  So  if  thei-e  is  only  one  packing  house  at  a  point,  the  live- 
stcH'k  raiser  or  the  ranch  owner  never  quite  knows  in  his  own  mind, 
if  there  is  only  one  buyer,  and  even  if  that  buyer  pays  him  a  big 
pri<*e,  whether  he  hns  got  the  r'ght  price.  lie  is  always  hoping  lie 
will  get  more  if  there  is  another  buyer  there. 

Mr.  Barklky.  In  this  particular  yard  is  there  anv  real  competition 
between  Armour  and  Swift  in  the  puirhase  of  cattle? 

Mr.  Armoir.  I  *^houI(l  think  there  was;  absolutelv,  ves. 

Mr.  Barklky.  How  nianv  buver>  do  vou  have  on  that  vard? 

•  •  •  • 

Mr.  Armoik.  How  nianv  buvers? 

Mr.  Barki.ky.  Yc^. 

Mr.  AiiMoiH.  I  would  irijc»  we  have  thrw»  or  four  cattle  buvers. 
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Mr.  Barkley.  How  many  has  Swift? 

Mr.  Armour.  I  should  think  about  the  same  number. 

Mr.  Barkley.  Do  they  bid  against  each  other  on  any  given  day, 
on  any  particular  bunch  of  cattle? 

Mr.  Armour.  Yes,  sir. 

Mr.  Barkley.  And  run  the  price  up? 

Mr.  Armour.  Yes,  sir.  That  market,  unfortunately,  is  a  very 
hiffh  market. 

Mr.  Barkley.  Does  that  stockyard  get  a  commission  out  of  the 
stock  that  passes  through  it? 

Mr.  Armour.  No.  That  stockyard  is  just  like  a  hotel.  They  pay 
board  for  the  live  stock  that  goes  through  it,  the  same  as  any  otner 
stockyards. 

Mr.  Barkley.  The  price  of  cattle  has  no  ejflPect  upon  the  stockyard? 

Mr.  Armour.  None,  whatever.  They  get  a  yardage  fee  and  it  is 
the  same  all  over  the  United  States.  It  is  the  same  to-day  and 
probably  it  will  be  the  same  to-morrow,  no  matter  who  owns  the 
stockyard,  and  that  yardage  pays  the  expense  of  rimning  the  yard. 

Mr.  Barkley.  Can  you  tell  how  many  cattle  commission  mer- 
chants, speaking  oflfhand,  do  business  on  the  Fort  Worth  yard? 

Mr.  Armour.  It  would  be  a  mere  guess,  but  I  should  say  40  or 
50  now,  though  I  do  not  know.  You  can  find  that  out  accurately,  but 
I  would  guess  about  40  or  60. 

Mr.  Barkley.  The  cattle  that  are  shipped  to  Fort  Worth  are 
consigned  to  those  various  commission  merchants,  are  they? 

Mr.  Armour.  Yes,  sir. 

Mr.  Barkley.  None  are  ever  consigned  to  Swift  or  Armour? 

Mr.  Armour.  No. 

Mr.  Barkley.  Now,  I  would  just  like  to  get  into  the  record  your 
reason  for  adopting  the  policy  of  having  these  cattle  go  through 
the  hands  of  commission  merchants,  who  must  pay,  of  course,  a  rent 
upon  the  various  pens  that  are  set  aside  for  them. 

Mr.  Armour.  No;  they  pay  no  rent.    They  get  them  for  nothing. 

Mr.  Barkley.  Well,  they  charge  a  commission,  of  course,  upon 
the  cattle  they  sell. 

Mr.  Armour.  Yes,  sir. 

Mr.  Barkley.  Either  to  the  owner  of  the  cattle  or  to  the  pur- 
chaser? 

Mr.  Armour.  No  ;  the  owner  of  the  cattle  pays  that. 

Mr.  Barkley.  Of  course,  that  expense  is  added  to  the  ultimate 
cost  of  the  beefsteak  that  is  distributed  throughout  the  country,  or 
whatever  the  product  may  be? 

Mr.  Armour.  It  is  an  expense,  of  course. 

Mr.  Barkley.  If  Armour  and  Swift  own  a  stockyard  and  are 
practically  the  only  buyers  of  cattle 

Mr.  Armour.  But  we  are  not  the  only  buyers. 

Mr.  BarkI/Ey.  Or  are  the  owners  of  the  only  two  packing  houses, 
why  don't  you  have  those  cattle  shipped  directly  to  you ;  the  cattle 
that  you  buy,  instead  of  going  to  the  expense  of  having  commission 
merchant  charges  added  to  the  cost  of  the  cattle  ? 

Mr.  Armour.  Well,  in  the  first  place,  they  wouldn't  ship  their 
cattle  direct  to  us.  If  you  own  cattle  out  in  the  coimtry,  or  were  a 
ranchman,  you  wouldn't  ship  cattle  directly  to  Armour  &  Co. 
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Mr.  Barki^ey.  Why  not? 

Mr.  Armour.  I  would  either  have  to  go  out  or  send  out  and  buy 
the  cattle  on  the  ranch. 

Mr.  Barkley.  Why  not? 

Mr.  Armour.  They  would  never  feel  quite  satisfied  that  they  were 
getting  the  market  price.  They  would  leel  that  they  would  get  less 
than  the  market  price. 

,  Mr.  Barkley.  They  would  feel  that  they  needed  some  friend,  of 
course,  to  protect  them  against  Armour  and  Swift? 

Mr.  Armour.  Yes;  they  would  feel  that  way.  You  see  5  cents  or 
10  cents  a  hundred  is  quite  a  lot  on  cattle.  It  doesn't  seem  a  lot  to 
the  average  man,  but  it  is  quite  a  lot. 

Mr.  Barkley.  Well,  as  I  want  to  ask  some  other  questions,  I  will 
leave  that.  I  want  to  ask  some  questions  about  these  peddler  cars. 
Do  you  ever  ship  these  peddler  cars  with  only  a  small  quantity  of 
beef  in  them,  but  with  otner  merchandise? 

Mr.  Armour.  Yqs,  sir. 

Mr.  Barkley.  Can  you  name  some  of  the  things  carried  in  such  h 
car  besides  beef  ? 

Mr.  Armour.  Well,  pork  loins — but  that  is  meat — and  Hams. 

Mr.  Barkley.  Well,  that  is  meat. 

Mr.  Armour.  Well,  I  could  not  name  over  the  articles,  but  we  will 
be  very  glad,  if  there  is  any  reason  why  you  want  to  know  that,  to 
give  you  some  of  the  invoices  of  the  peddler  cars.  We  will  be  glad 
to  submit  that  information  if  it  is  of  any  use  to  you. 

Mr.  Barkley.  It  has  been  testified  that  these  peddler  cars  go  out 
sometimes  with  a  very  small  quantity  of  meat  but  filled  up  with  a 
conglomeration  of  merchandise  that  goes  into  the  local  communities 
and  is  sold  there,  and  that  by  reason  of  the  fact  that  there  is  a  small 
amount  of  meat  in  the  car  all  of  this  other  stuff  gets  a  preferential 
rate  with  the  meat  that  goes  by  the  carload,  and  it  has  a  cheaper  rate 
than  the  ordinary  merchint  can  get  for  his  merchandise. 

Mr.  Armour.  I  do  not  think  that  is  correct.  I  can  not  answer  defi- 
nitely, but  I  could  almost  say  offhand  it  is  not  correct,  because  it  is 
not  common  sense.  We  have  nothing  to  do  with  the  making  of  rates. 
They  were  made  formerly  by  the  Interstate  Commerce  Commission, 
and  they  are  now  made,  as  1  understand  it,  by  the  Interstate  Com- 
merce Cfommission.  This  rate  is  made  by  the  railroads  or  somebody 
who  tells  the  railroads  what  to  charge,  and  we  have  nothing  to  do 
with  the  making  of  rates  and  have  to  pay  whatever  they  ask,  or  what 
the  schedule  or  tariff  shows.  Therefore  I  say  I  wouldn't  think  that 
was  so,  because  the  railroads  look  after  that  to  see  that  nobody  has 
any  advantage  about  it. 

Mr.  Barkley.  Do  you  always  make  a  profit  on  this  outside  stuff 
that  you  sell  ? 

Mr.  Armour.  Always? 

Mr.  Barkley.  Yes,  sir;  I  will  ask  you  always,  or  I  will  say  as  a 
rule. 

Mr.  Armour.  Not  always;  but  we  try  to  make  a  profit  On  the 
peddler  cars,  do  you  ask  ? 

Mr.  Barkley.  Yes. 

Mr.  Armour.  I  will  say  we  try  to  make  it  profitable. 

Mr.  Barkley.  These  things  that  are  not  by-products  of  the  meat 
industrj%  isn't  it  true  that  in  a  very  large  number  of  cases,  or  in  a 
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portion  of  your  cases  along  that  line,  that  there  is  a  loss  to  Armour 
&  Co.,  which  you  charge  up  against  the  meat  industry  itself  ? 

Mr.  Armour.  No,  sir;  tnat  is  not  true.  I  do  not  know  that  these 
last  two  years  are  any  criterion,  but  I  will  say  that  a  goodly  propor- 
tion of  the  money  we  have  made  in  the  last  two  yearslias  been  made 
on  outside  things.  In  that  connection,  I  presume  you  refer,  perhaps 
not  directly,  but  have  in  your  mind,  canned  goods  and  groceries  that 
we  sell  ? 

Mr.  Barklet.  Yes,  sir;  the  things  formerly  handle  by  wholesale, 
grocers  whose  t^ritory  it  is  claimed  has  been  invaded  by  you  packers. 

Mr.  Armour.  In  connection  with  that  there  has  been  a  good  deal 
said  about  the  grocery  business,  or  about  the  grocery  products  that 
we  handle.  Here  is  a  letter  from  our  man  who  looks  after  these 
things,  and  he  says,  under  date  of  January  17 : 

with  reference  to  the  wholesale  grocers  going  out  of  business  on  account  of 
the  packers,  for  your  information  statistics  show  that  there  were  2,500  whole- 
sale grocers  in  1907  against  3,590  wholesale  grocers  in  1918,  showing  an  increase 
of  43  per  cent 

Mr.  Barkley.  It  is  claimed  that  these  five  big  packers  have  ab- 
sorbed from  10  to  50  per  cent,  depending  upon  the  commodity,  and 
ranging  from  one  commodity  to  another,  from  10  to  15  per  cent  of  the 
business  formerly  done  by  wholesale  ^ocers.    Is  that  true  or  not? 

Mr.  ARMotiR.  I  do  not  think  that  is  true.  As  far  as  Armour  & 
Co.  goes,  I  think  our  grocery  business  is  4.6  per  cent  of  our  total. 

Mr.  Barklet.  That  is  all  I  want  to  ask. 

ThCb  Chairman.  Judge  Parker,  you  may  take  the  witness. 

Mr.  Parker  of  New  Jersey.  Mr.  Armour,  you  gave  some  figures 
with  reference  to  cattle.  Last  year  they  increased  very  little,  from 
44,123,000  to  44,400,000. 

Mr.  Armour.  Yes,  sir. 

Mr.  Parker  of  New  Jersey.  For  the  year  before  did  they  increase? 

Mr.  Armour.  I  haven't  got  those  figures,  Mr.  Parker,  but  they  can 
be  obtained. 

Mr.  Parker  of  New  Jersey.  You  stated  that  generally  for  the  last 
two  years  cattle  had  held  their  own  or  had  increased.  In  previous 
years  did  they  increase  or  decrease? 

Mr.  Armour.  I  could  not  answer  that  offhand,  but  that  is  very 
easily  obtainable  from  the  Department  of  Agriculture. 

Mr.  Parker  of  New  Jersey.  You  must  have  been  interested  in 
knowing  whether  the  cattle  production  was  increasing,  and  I  only 
want  a  general  statement. 

Mr.  Armour.  Yes,  sir. 

Mr.  Parker  of  New  Jersey.  Say,  for  the  last  20  years. 

Mr.  Armour.  Yes,  sir;  very  much. 

Mr.  Parker  of  New  Jersey.  When  the  ranges  went  in.  Just  tell 
the  condition  of  the  production  of  cattle  generally. 

Mr.  Armour.  Well,  there  was  a  great  shortage  of  cattle  in  the 
years  1909, 1910,  and  1911 ;  I  believe  they  were.  After  that  I  believe 
there  was  a  gradual  increase  in  the  number  of  cattle,  but  I  am  now 
speaking  from  memory.  It  is  easy  to  get  the  actual  statistics  on  this 
matter  xrom  the  Department  of  Agriculture. 

Mr.  Parker  of  New  Jersey.  But  there  was  a  shortage  in  1909, 1910, 
and  1911.    Was  there  a  shortage  before  then? 
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Mr.  Armour.  No,  sir'  I  wouldn't  think  very  much.  I  would  think 
they  probably  pretty  well  held  their  own. 

Mr.  Parker  of  New  Jersey.  If  they  held  their  own,  have  they  got 
back  to  where  they  were  before?  Is  the  number  of  cattle  in  propor- 
tion to  population  as  great  now  as  it  was  10  or  15  years  ago,  or  20 
years  affo  f 

Mr.  Armour.  I  wouldn't  think  so ;  no.    In  fact,  I  know. 

Mr.  Parker  of  New  Jersey.  We  are  not  growing  as  many  cattle 
now  in  proportion  to  population? 

Mr.  Armour«  No;  we  are  not  increasing  the  number  of  cattle  in 
proportion  to  population.  The  prices  show  that  regardless  of  the 
war.    Yes,  sir;  the  prices  show  that  regardless  of  the  war. 

Mr.  Parker  of  New  Jersey.  The  prices  show  that  regardless  of 
the  iwar? 

Mr.  Armour.  Yes,  sir;  the  prices  have  been  pretty  high. 

Mr.  Parker  of  New  Jersey.  Have  the  prices  some  effect  upon 
production  ? 

Mr.  Armour.  Yes,  sir;  naturally. 

Mr.  Parker  of  New  Jersey.  Has  it  induced  people  to  go  into  cattle 
raising? 

Mr.  Armour.  Yes,  sir. 

Mr.  Parker  of  New  Jersey.  Is  raising  done  the  same  way  it  used  to 
be  on  the  ranch,  or  on  fenced  ranches,  or  differently  from  what  it 
used  to  bet 

Mr.  Armour.  I  think  in  the  last  few  years  they  have  fenced  theit 
ranches. 

Mr.  Parker  of  New  Jersey.  That  is  the  change? 

Mr.  Armoxtr.  Yes,  sir. 

Mr.  Parker.  Has  there  been  any  advantage  in  the  foreign  system 
of  stall  feeding  and  raising,  as  they  have  done  in  France? 

Mr.  Armour.  No;  I  think  not.  There  have  always  been  a  ^ood 
many  what  we  call  distillery-fed  cattle,  but  that  is  in  certain  times 
of  the  year.    That  is  all. 

Mr.  I^ARKER.  Do  you  think  that  war  prices  have  had  anything  to  do 
with  the  increase  in  the  number  of  cattle  of  late  years? 

Mr.  Armour.  I  think  it  has  a  good  deal  to  do  with  the  increase  of 
live  stock. 

Mr.  Parker.  I  am  talking  of  cattle. 

Mr.  Armour.  Cattle? 

Mr.  Parker.  Yes. 

Mr.  Armour.  Yes ;  I  would  think  so. 

Mr.  Parker.^  Is  that  increase  still  persisting;  that  is  to  say,  is  it 
growing  more  just  now  than  it  did  a  ^ear  ago? 

Mr.  Armour.  I  do  not  know  that  it  is  growing  any  more,  but  I 
would  say  it  is  holding  its  own.  The  supplies  of  cattle  last  year  have 
been  very  much  heavier  than  the  year  previous. 

Mr.  Parker.  Has  that  diminished  the  number  of  cattle,  or  have 
thev  held  their  own? 

Mr.  Armour.  I  think  they  have  held  their  own.  These  statistics 
show  they  have  held  their  own. 

Mr.  Parker.  I  take  it  that  in  order  to  supply  this  very  large  de- 
mand during  this  vear,  if  they  have  held  their  own  in  the  number  of 
stock  there  must  liave  been  a  large  increase  in  the  production  of 
cattle  f 
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Mr.  Armour.  I  would  say  so. 

Mr.  Parker.  How  many  do  vou  thing  were  slaughtered  last  year? 
You  say  it  was  increased  by  a  few  tens  of  thousands  ? 

Mr.  Armour.  You  mean,  slaughtered  by  the  big  packers,  or  by 
everybody? 

Mr.  Parker.  How  many  were  slaughtered  last  year  by  everybody, 
compared  with  the  year  before? 

Mir.  Armour.  I  think  there  was  a  very  large  increase.  I  can  get 
that. 

Mr.  Parker.  I  would  like  to  have  that  put  in,  how  many  were 
slaughtered. 

Mr.  Armour.  I  can  give  that  accurately.  You  are  talking  about 
Armour  &  Co.  now? 

Mr.  Parker.  What  I  wanted  to  know  was  whether  on  the  whole 
there  has  been  a  large  increase  in  production,  because  production  is 
not  only  measured  by  the  number  that  remained,  but  by  the  number 
that  have  been  slaughtered  throughout  the  United  States. 

Mr.  Armour.  I  think  the  number  is  very  large. 

Mr.  Parker.  Compared  to  what  it  used  to  be? 

Mr.  Armour.  Oh,  very,  because  the  consumption  has  been  very 
much  greater.  There  have  been  great  quantities  of  meat  go  across 
the  ocean  for  the  allies  during  the  war. 

Mr.  Parker.  And  we  have  still  held  our  own? 

Mr.  Armour.  Oh,  I  would  think  so,  yes;  more  than  that. 

Mr.  Parker.  I  wanted  to  ask  your  judgment  on  this  matter ;  it  may 
not  be  right  in  the  line  of  this,  but  the  Food  Administration  have 
held  up  the  prices  to  the  producers,  have  fixed  the  amount  at  so  much 
a  hundred. 

Mr.  Armour.  On  hogs  they  have,  but  not  on  cattle. 

Mr.  Parker.  Not  on  cattle? 

Mr.  Armour.  They  have  had  nothing  to  do  with  cattle  at  all; 
only  on  hogs. 

Mr.  Parker.  Do  you  think  the  demands  of  Europe  are  likely  to 
maintain  such  a  price  here  as  will  continue  the  increase  in  the  pro- 
duction of  cattle  m  spite  of  the  change  in  the  character  of  the  coun- 
try, which  has  made  the  open  range  no  longer  possible? 

Mr.  Armour.  The  Food  Administration  fixed  the  price  of  hogs  at 
174  cents. 

Mr.  Parker.  But  not  on  cattle.  I  asked  whether  the,  demands 
from  Europe  in  the  next  year  are  likely  to  maintain  prices  which  will 
make  cattle  raising  profitable  and  production  probable. 

Mr.  Armour,  'fiiat  is  a  very  hard  question  to  answer;  but  the 
demand  from  Europe,  from  all  that  we  can  tell,  is  going  to  be  very 
heavy  for  all  kinds  of  meat  products  in  the  next  year;  and  if  you 
will  allow  me  to  say,  we  hope — and  when  I  say  "we  hope"  I 
mean  the  packers  hope — ^perhaps  when  peace  comes  and  natural  con- 
ditions are  resumed  that  there  will  be  an  open  market  into  Germany 
for  beef  products,  which  never  has  been  allowed  before.  We  have 
never  been  allowed,  as  you  know,  to  ship  beef  products  into  Germany 
or  France. 

Mr.  Parker.  You  think  you  may  have  a  market  there  after  the 
war? 

Mr.  Armour.  Yes ;  we  think  so. 


722  GOVERNMENT  CONTROL  OF  MBAT-PACKING  INDUSTRY. 

» 

Mr.  Pabker.  May  I  ask  what  proportion  of  supplies  of  Europe, 
compared  with  the  United  States,  come  from  outsme  countries  like 
Argentina  and  Australia! 

Mr.  Armour.  Generally  speaking,  there  has  been  no  beef  going  to 
Europe  at  all  from  the  United  States ;  it  has  all  gone  from  the  Argen- 
tine. The  only  reason  beef  has  gone  from  here  to  Europe  now  is 
because  the  countrr  has  been  at  war;  but  in  natural  conditions  there 
has  not  been  any  beef  to  speak  of  going  from  the  United  States  to 
Europe  at  all.  Kecently  there  have  been  big  shipments  of  beef,  but 
that  was  under  war  conditions. 

Mr.  Parker.  But  before  the  war  it  was  from  the  Argentine? 

Mr.  Armour.  Entirely  from  the  Argentine  and  Australia  and  New 
Zealand. 

Mr.  Parker.  And  how  much  were  those  supplies,  compared  with 
the  production  of  the  United  States  ? 

Mr.  Armour.  You  do  not  mean  the  shipments — ^you  mean  'the 
quantity  of  cattle  ? 

Mr.  Parker.  The  general  shipments  that  came  to  Europe  from 
Argentina  and  Australia.    Were  they  very  large? 

Mr.  Armour.  Yes;  quite  large. 

Mr.  Parker.  How  large,  compared  with  the  United  States,  in  pro- 
duction? 

Mr.  Armour.  You  could  not  compare  them  by  production,  but  I 
would  say  there  were  10,000  or  20,000  cattle  a  week,  perhaps;  30,000 
or  40,000  cattle  a  week,  possibly.  We  are  only  shipping  over  there 
to  the  Government. 

Mr.  Pakker.  About  how  much  ? 

Mr.  Armour.  Of  course,  that  varies  very  much. 

Mr.  Parker.  Something  like  30,000  or  40,000  a  week? 

Mr.  Armour.  It  has  been  very  large  some  weeks.  I  do  not  know 
how  it  would  figure  per  week. 

Mr.  pARKERi  I  was  trying  to  make  general  comparisons. 

Mr.  Armoi'R.  I  will  be  very  ^lad,  and  it  will  enlighten  you  moro, 
to  flrive  vou  the  exact  figures.    I  will  pet  them  and  send  them  to  you. 

Mr.  l\\RKER.  Put  them  in  your  evidence  just  here — whatever  you 
have  to  say  on  that  subject. 

Mr.  AR3iorR.  You  mean  during  the  period  of  the  last  six  month>? 

Mr.  Parker.  Of  course  T  do  not  mean  the  last  three  montlis;  I 
mean  where  there  was  competition  between  the  two. 

Mr.  ARMorR.  There  was  no  competiti<»n  betwecMi  the  two  previous 
to  the  war,  because  America  did  not  ship  any  beef  into  England  at 
all;  all  the  beef  came  from  South  America.  You  must  know  that 
the  price  of  cattle  in  South  America  is  verv  much  lower  than  here. 

Mr.  Parker,  Did  large  quantities  come  from  South  America  here! 

Mr.  Armoi'R.  No:  because  thev  onlv  took  the  tariff  off  a  little  time 
before  war  was  declared,  but  I  think  there  would  have  been  large 
amounts  come  here  if  the  war  had  not  interfered. 

Mr.  Parker.  And  there  will  be  competition  of  that  sort  after  con- 
ditions are  normal? 

Mr.  Armour.  Undoubtedly  if  there  is  no  tariff. 

Mr.  Parker.  And  we  will  have  to  rer*kon  with  the  competition  of 
Argentina  in  gn)wing  cattle  here? 

Mr.  Armovr.  There  will  Ik?  some  competition.  There  never  has 
bcHMi,  because  the  tariff  was  not  taken  off. 
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Mr.  Parker.  In  your  judgment,  will  that  competition  be  dangerous 
to  our  cattle  producers  or  not? 

Mr.  Armour.  I  do  not  think  it  will  be  dangerous;  it  will  not  be 
dangerous  right  away,  and  as  to  whether  it  will  be  dangerous  in  the 
future  depends  a  good  deal  on  the  price  of  corn  and  the  price  they 
will  be  able  to  raise  cattle  for  in  this  country,  which,  in  my  opinion, 
will  be  much  lower  than  the  present  price. 

ilr.  Parker.  Why  so  ? 

Mr.  Armour.  A  good  many  cattle  are  fed  on  corn,  and  corn  is 
pretty  high. 

Mr.  Parker.  You  can  get  them  cheaper  when  com  is  lower  ? 
.  Mr.  Armour.  Oh,  naturally. 

Mr.  Parker.  In  order  to  maintain  production  of  cattle  to  meet  the 
needs  of  the  next  few  years  do  you  think  the  market  should  be  let 
alone,  or  do  you  think  the  Food  Administration  ought  to  exert  any 
control  over  it  ? 

Mr.  Armour.  Of  course,  the  Food  Administration  has  never  ex- 
erted any  control  over  the  cattle  market;  they  have  never  had  any 
control  over  the  cattle  market;  they  have  had  control  over  the  hog 
market. 

Mr.  Parker.  They  have  not  had  any  control  over  the  price  of  ship- 
ments abroad? 

Mr.  Armour.  Oh,  yes.  They  bought  lots  of  beef,  but  they  have 
never  had  any  control  over  the  live  animals. 

Mr.  Parker.  Have  they  had  any  control  over  the  prices  at  which 
you  could  sell  abroad,  of  that  beef? 

Mr.  Armour.  You  see,  there  has  been  no  beef  going  abroad  from 
here  to  sell ;  you  have  to  sell  it  to  the  Government  nere,  and  they  ship 
it  abroad.  There  has  been  no  beef  shipped  from  here  abroad  and 
sold  again  after  it  got  over  there. 

Mr.  Parker.  What  I  am  trying  to  get  at  is  whether  that  control 
by  the  Government  purchasing  agents  will  have  to  continue  in  the 
period  of  peace,  or  whether  trade  may  be  allowed  to  take  care  of 
itself. 

Mr.  Armour.  I  think  it  ought  to  be  controlled  for  a  reasonable 
time,  but  I  do  not  think  it  ought  to  be  controlled  after  things  get 
pretty  nearly  normal,  and  I  do  not  think  it  will  be. 

Mr.  Parker.  I  think  that  is  about  all. 

The  Chairman.  Mr.  Montague,  do  you  wish  to  ask  any  questions? 

Mr.  Montague.  What  proportion  of  the  output  in  the  Argentine 
Republic  is  taken  by  the  four  big  packer3?  I  understand  there  were 
only  the  four  dealing  in  the  Argentine.  Were  there  only  four  or 
five? 

Mr.  Armour.  Four  only. 

Mr.  Montague.  That  is  what  I  understood  you  to  say. 

Mr.  Armour.  It  would  be  a  mere  guess,  40  per  cent.  I  do  not 
carry  those  figures  in  my  head. 

Mr.  Montague.  Can  you  supply  the  committee  with  them  ? 

Mr.  Armour.  I  would  if  I  could.  I  can  not  tell  you,  of  course, 
because  I  do  not  know  whether  we  can  get  the  information  from  the 
other  packers,  but  if  we  have  the  figures  we  will  supply  them  to  you. 

Mr.  Montague.  Have  you  any  branch  of  your  establishment  in 
Australia  ? 
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Mr.  Armour.  We  have  not  anv  packing  house  over  there;  no. 
We  have  been  buying  some,  I  think,  over  there,  but  we  have  not  any 
packing  house  there. 

Mr.  Montague.  You  slaughter  the  cattle  there ;  you  do  not  bring 
them  over  on  the  hoof! 

Mr.  Armour.  I  do  not  mean  that.  We  had  an  interest  in  a  com- 
pany over  there*  that  was  doing  business ;  we  had  an  interest  in  the 
Felling  of  their  beef.  That  interest  has  disappeared;  it  does  not 
exist  now. 

Mr.  Montague.  I  do  not  desire  to  take  up  the  time  of  the  com- 
mittee with  an  argument  on  any  constitutional  questions,  but  if  your 
counsel  will  put  his  argument  with  your  hearings  that  would  meet 
the  convenience  of  all,  and  I  personally  would  be  grateful. 

Mr.  Armour*  All  right. 

The  Chairman.  Mr.  Winslow,  do  you  wish  to  ask  any  questions! 

Mr.  Winslow.  Will  you  kindly  tell  me  when  the  original  company 
which  you  represent  was  organized ! 

Mr.  Armour.  The  original  company! 

Mr.  Winslow.  Yes. 

Mr.  Armour.  I  guess  1900.  You  mean  the  present  Armour  &  Co. 
corporation  i 

Mr.  WiNsixDw.  Whenever  you  startt^d  the  beginning  of  Armour 
&  Co. 

Mr.  Armour.  1867.    That  is  when  Armour  &  Co.  started. 

Mr.  Winslow.  And  then  they  i-eorganizcd  into  the  present  com- 
panv  in  wluit  year? 

\Ir.  Armour.  I  should  think  1900. 

Mr.  Winslow.  Do  you  rememl)er  the  capitalization  in  1900? 

Mr.  Armour.  $20,000,000  capital  and  $33,000,000  surplus,  I  think 
it  was. 

Mr.  Winslow.  What  part  of  that  capital  represented  paid-in 
caoital  ? 

Mr.  Armour.  All  of  it,  everj'  dollar  of  it. 

Mr.  Winslow.  Surplus  and  all  ? 

Mr.  Armour.  Every  dollar. 

Mr.  WiNSiiOW.  By  what  amount  has  that  increased  since  then? 

Mr.  Armour.  It  has  increased;  I  can  answer  that  question  by  tell- 
ing you  that  our  present  capital  is  $100,000,000  and  the  present  sur- 
plus is  $169,366,000.    You  can  subtract  to  get  the  figure. 

Mr.  Winslow.  That  is  a  little  bit  too  quick  mathematics  for  me. 

Mr.  Armour.  It  is  $169,366,000,  and  the  other  was  $53,000,000. 

Mr.  Winslow.  That  is  about  $114,000,000. 

Mr.  Armour.  Whatever  it  is:  I  think  so. 

Mr.  Winslow.  And  then  what  amount  had  you  paid  out  in  divi- 
dends ? 

Mr.  Armour.  Very  little;  a  total  of  about  12  per  cent,  I  think. 

Mr.  Mater.  Twelve  per  cent. 

Mr.  Winslow.  That  would  be  on  the  average  capital? 

Mr.  Armour.  Yes;  I  p^ess  so. 

Mr.  Winslow.  Has  there  been  any  stock  dividend  issued  mean- 
while? 

Mr.  Armour.  No;  except  this  one  that  was  discussed  before,  that 
there  wa*-  this  discus^sion  about.  It  was  incn»ased  from  $'20,000,0(X) 
to  $100,000,000,  but  that  does  not  change  these  figures  one  bit. 
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Mr.  WiNSLOw.  How  much  of  that  was  paid  from  new  capital,  from 
the  subscribers? 

Mr.  Armour.  All  the  new  capital  we  have  had  has  been  the  earn- 
ings of  the  business. 

Mr.  WiNSLOW.  You  have  declared  stock  dividends? 

Mr.  Armour.  Yes:  we  have  declared  stock  dividends  out  of  the 
accumulated  earnings. 

Mr.  WiNSLOW.  And  that  would  reduce  the  surplus? 

Mr.  Akmour.  Yes,  sir ;  and  increase  the  capital,  but  the  total  would 
be  the  same ;  there  would  be  no  difference  in  the  total. 

Mr.  WiNSLOW.  So  that  the  earnings  represented  by  the  dividends 
you  have  actually  paid  in  cash,  plus  the  stock  dividends,  plus  the  sur- 
plus, would  represent  the  net  earnings  of  the  concern? 

Mr.  Armour.  Yes,  sir;  in  other  words,  there  have  been  a  good 
many  inferences  thrown  out  by  the  Federal  Trade  Conmiission,  and 
they  were  wholly  by  inference,  that  anv  ordinary  man  would  take  by 
inference,  that  there  was  a  stock  dividend  that  came  out  of  the  air; 
that  we  put  our  hand  out  and  brought  it  in  from  somewhere.  That 
is  not  true;  and  it  is  very  unjust  and  unfair  for  the  Federal  Trade 
Commission  to  give  out  that  kind  of  statement.  So  that  all  this  that 
you  are  speaking  about  is  not  water;  it  is  all  earned  capital;  and  as 
to  whether  it  is  m  the  capital,  if  it  is  in  the  capital  it  is  taken  away 
from  the  surplus. 

Mr.  WiNSLOW.  It  would  simply  mean  that  at  some  time  in  the 
process  of  the  business  of  the  company,  when  you  had  earned  and 
accumulated  and  laid  away  so  much  value,  you  capitalized  it  among 
the  stockholders? 

Mr.  4rmour.  Yes,  sir;  we  divided  it  up. 

Mr.  WiNSLOW.  When  you  speak  in  your  table  submitted  here  in  this 
supplemental  statement  of  the  per  cent  on  total  investment,  does  that 
mean  the  earnings  on  all  of  the  money  that  has  been  in  the  business, 
or  just  the  actufu  paid-in  business? 

Mr.  Armour.  It  is  just  the  money  we  made  out  of  the  invested 
money  we  own. 

Mr.  WiNSLOW.  I  just  wanted  to  get  the  relation  between  the  second 
column  here  and  the  third  column. 

Mr.  Armour.  What  paper  have  you  ? 

Mr.  WimfBuoy/.  I  have  the  supplemental  sheet  in  your  brief. 

Mr.  Armour.  This  represents  the  per  cent  of  the  profit  on  invested 
capital. 

Mn  WiNSLOW.  I  want  to  be  perfectly  clear  about  that.  I  am  not 
trying  to  make  anything  out  of  it  except  to  get  the  facts.  There  is 
quite  a  difference  when  you  consider  the  percentage  on  capital  stock 
as  such  and  the  money  invested  in  the  business,  because  you  might 
bold  a  lot  of  that  in  bonds  and  whatnot  and  still  invest  it  in  the 
business. 

Mr.  Armoxtr.  This  is  our  own  money  invested  in  the  business. 

Mr.  WiNSLOW.  Is  that  the  income? 

Mr.  Mater;  May  I  have  your  permission  to  pass  you  the  last  report 
which  has  been  handed  to  the  members  of  your  committee,  because  I 
think  with  the  aid  of  that  you  will  get  a  great  deal  of  enlightenment  ? 

Mjp.  WiNSLOW.  All  riffht.  What  I  want  to  get  at  is  this :  I  would 
like  to  find  out,  if  possible,  what  you  regard  as  your  average  capital 
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during  the  years  since  1900  up  to  now  and  what  you  regard  as  the 
net  profits  or  earnings  on  that  capital? 

Mr.  Armour.  I  can  only  answer  that  question  by  saying  that  our 
present  capital  and  surplus  is  $173,000,000,  and  we  made  $15,000,000 
•on  that.  That  is  9  per  cent  on  the  money  invested — our  own  money 
invested  in  the  business. 

Mr.  WiNsiiOw.  I  want  to  go  a  little  further  than  that  and  get  the 
total  amount  for  the  whole  period  and  then  see  how  it  averages  per 
itnnum. 

Mr.  Armour.  I  can  answer  that  question,  not  bv  any  amount 
of  money  we  have  invested,  because  I  do  not  know ;  but  ii  you  will 
look  at  that  supplemental  statement  you  will  find  we  give  our  per- 
"Centage  on  the  total  investment  from  the  year  1912,  and  it  runs  down 
in  that  year  very  low,  as  you  will  see  by  looking  at  the  right-hand 
column.    Does  tnat  answer  the  question? 

Mr.  WiNSLOw.  It  is  approaching  it,  but  it  does  not  really  give  the 
average,  because  you  have  had  some  capital  all  the  time. 

Mr.  Armour.  The  capital  would  not  enter  into  this  at  all.  The 
•capital  happened  to  be  changed  from  time  to  time. 

Mr.  WiNSLOW.  You  must  get  the  amount  of  capital  invested  in 
•order  to  get  the  percentage  of  earnings  of  your  business. 

Mr.  Armour.  I  can  give  you  that,  but  I  can  not  give  it  to  you  now 
from  my  head,  the  amount  of  capital ;  but  I  can  give  you  the  per  cent 
on  the  total  investment.    I  can  get  you  the  amount  of  capital,  but  the 

£er  cent  on  the  total  investment  is  shown  in  the  right-hand  figure, 
rast  year  it  was  9  per  cent ;  the  preceding  year  it  was  15.56  per  cent. 
Does  that  answer  what  you  want  ? 

Mr.  WiNSLOw.  I  am  trying  to  get  the  average. 

Mr.  Armour.  We  will  average  that  for  you.  I  can  not  give  it  from 
my  head. 

Mr.  WiNSLOW.  If  it  showed  an  earning  of  BO  per  cent  or  40  per  cent 
on  the  average  of  10  or  15  years,  that  would  lead  to  one  conchision;  if 
it  showed  an  earning  of  10  or  12  per  cent  it  would  lead  to  another  con- 
clusion ;  and  I  thought  if  you  had  that  convenient  it  might  be  worth 
while  putting  it  in  the  record. 

Mr.  Armour.  We  can  give  you  the  capital;  but  even  if  you  had 
the  capital,  that  would  not  change  the  per  cent  which  we  can  now  give 
you.    It  is  there  [indicating]. 

Mr.  WiNSLOW.  To  get  the  capital  would  ^ve  a  little  suggestion  as  t<> 
how  the  earnings  are  coming  as  the  capital  increases. 

Mr.  Armour.  We  will  see  that  you  get  that,  but  I  have  not  got  it 
now. 

Mr.  WiNBLOw.  The  question  of  taxes  was  raised  this  morning.  I 
was  not  quite  sure  from  what  you  testified  whether  you  took  your 
excess-profits  tax  of  last  year  and  other  revenue  taxes  out  of  your  re- 
•ceipts  and  charged  them  to  expense,  or  whether  you  took  them  and  put 
them  in  your  gross  earnings  and  then  subtracted  out  of  the  groe^ 
^earnings. 

Mr.  Armour.  We  took  them  otkt  of  our  gross  earnings. 

Mr.  WiNSiiOW.  And  not  as  expense? 

Mr.  Armour.  Oh.  yes.  I  thinx  our  statement  will  give  vou  that  an- 
swer, because  they  snow  what  they  are  in  the  statement.  All  you  have 
got  to  do  is  to  add  ou^  earnings  to  the  amount  of  money  we  put  aside 
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for  taxes  and  that  will  show  our  gross  earnings.  We  have  taken  it 
out,  because  it  is  something  we  have  had  to  pay  out. 

Mr.  WiNSLOW.  In  other  words,  if  you  had  not  had  to  meet  that 
extraordinarv  and  unusual  taxation  you  wo'ild  have  made  that  much 
more  money  f 

Mr.  Armour.  Yes,  sir. 

Mr.  Win  SLOW.  I  do  not  see  how  you  could  do  it  any  other  way. 

Mr.  Armour.  That  is  what  we  thought,  too. 

Mr.  Mayer.  That  averages  8.54  per  cent  since  1912.  We  will  go 
back  for  you  if  you  desire. 

Mr.  Win  SLOW.  There  seems  to  be  a  good  deal  of  hard  feeling  toward 
the  packers  on  the  part  of  various  organizations,  among  them  the 
farmers,  by  whom  I  suppose  we  should  understand  would  be  the 
feeders  and  the  producers  themselves.  I  have  here  an  article  which 
probably  was  sent  to  every  Member  of  Congress,  purporting  to  be  sent 
out  from  the  farmers'  national  headquarters,  and  signed  by  a  man 
named  George  P.  Hampton,  managing  director.     He  says  in  this 

?aper,  which  is  headed  "  Farmers'  fighting  progriatm,"  dated  January 
8,  1919,  that  "  the  conference  also  unanimously  adopted  a  resolution 
providing  that  the  farmers'  nonpartisan  congressional  committee  be 
formed  (1)  to  assist  farmers'  friends  in  Congress  in  their  campaigns 
for  reelection;  (2)  to  aid  in  securing  the  election  of  farmers  to  Con- 
gress. T|^s  committee  to  be  strictly  nonpartisan  and  to  be  guided 
in  its  support  of  candidates  solely  by  their  support  of  the  farmers' 
program." 
TiiSLt  seems  to  be  clear  enough.    Then  he  says : 

Especially  do  I  now  urge  upon  your  attention  the  section  which  I  have  blue- 
penciled  on  "  paclcing  plants,"  and  in  the  name  of  the  organized  fanners  of  the 
Nation  ask  your  active  aid  in  getting  the  Sims  bill  (H.  R.  13324)  and  the  Kenyon 
biU  (H.  R.  5248)  favorably  reported  and  passed  before  the  close  of  this  session. 

You  will  hear  from  the  Farmers'  National  Committee  on  Packing  Plants  and 
Allied  Industries  on  this  matter,  but  I  ask  the  farmers'  friends  in  Congress  not 
to.  delay  a  moment,  but  bring  all  pressure  to  bear  to  get  this  vitally  important 
legislation  enacted  without  delay  and  before  the  rush  of  the  closing  days  of 
the  Congress  clogs  the  calendar. 

Could  you  state  any  opinion  you  may  have  as  to  why  the  farmers 
are  really  down  on  the  packing  business? 

Mr.  Armour.  Well,  I  do  not  know  that  they  are  generally,  but  I 
would  like  this  opportunity  to  refer  to  an  article  entitled  "  To  the 
editors  of  the  American  press."  I  have  no  doubt  you  all  had  a  copy 
of  it,  because  I  guess  they  saw  to  it  that  you  got  one.  It  is  a  long 
article,  and  I  wiU  not  bore  you  by  reading  it,  because  I  presume  you 
have  seen  it.  It  is  signed  by  H.  A.  Jastro,  E.  L.  Burke,  Joseph  M. 
Carey,  Dwight  B.  Heard,  E.  C.  Lasater,  W.  R.  Stubbs,  and  H.  C.  Wal- 
lace, market  committee  of  American  National  Live  Stock  Association, 
and  it  goes  on  to  say  that  the  Federal  Trade  Commission  has  found 
a  good  many  things  about  the  packing  business  that  are  pretty  awful, 
and  for  that  very  reason  a  good  many  things  ought  to  be  done  to  them. 

Now,  I  think  I  should  be  permitted  to  say,  and,  I  think,  if  you  were 
in  my  position  you  would  say  the  same  thing,  that  is  one  reason  I 
am  very  glad  to  be  down  here  and  have  you  gentlemen  ask  me  any- 
thing you  want  about  the  packing  business.  The  Federal  Trade 
Comnussion  for  some  reason  or  other,  whether  they  thought  it  was 
the  popular  thing  or  not,  I  do  not  know,  but  for  some  reason  or  other 
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they  have  thought  that  they  should  condemn  the  packers,  and  the 
people  here  have  used  a  lot  of  the  phrases  that  the  Federal  Trade 
Commission  has  put  out  to  the  public.  We  spoke  this  morning  about 
advertising.    That  is  one  reason  that  it  has  been  necessary  tor  the 

E ackers  to  do  some  advertising  that  has  been  criticized  very  severely 
y  the  Federal  Trade  Commission,  and  they  want  to  know  why  we 
do  these  things.    The  packers  were  on  trial  without  having  an  oppor- 
tunity to  be  represented  at  the  trial.    There  were  a  lot  of  innuendoes 
as  to  a  lot  of  awful  things  the  packers  did  by  reason  of  the  men 
who  have  found  a  few  things,  and  say,  "  Yes,  of  course,  lust  as  it  was 
given  out  to  the  public."   I  was  asked  a  little  while  ago  about  Armour 
&  Co.'s  ownership  in  the  stockyards  in  Chicago.    When  the  Federal 
Trade  Commission  found  out  that  Armour  &  Co.  owned  20  per  cent 
of  the  stockyards  in  Chicago,  the  inference  and  the  insinuation  that 
went  broadcast  throughout  the  country  was  that,  of  course,  Swift  and 
Morris  and  the  rest  ot  the  packers  owned  the  rest,  or  at  least  had  an 
interest  in  them,  and,  of  course,  it  was  an  awful  thing.    As  a  matter 
of  fact,  they  do  not  own  any  interest  in  it ;  Armour  is  the  only  one 
that  is  interested  in  it,  and  I  think  that  is  very  unfair.    I  believe,  and 
I  do  not  say  it  because  I  am  president  of  Armour  &  Co.  at  all,  because 
I  think  I  can  see  things  as  well  as  anybody  can,  but  I  believe  the 
packing  industry  is  a  benefit  to  this  country.    It  is  unfortunate  that 
there  are  times  when  the  cattlemen  lose  monev.    There  is  nobody 
that  regrets  that  any  more  than  we  do,  and  if  there  is  any  wav  that 
can  be  found  to  change  that  we  will  welcome  it  just  as  quickly  as 
anybody  else;  we  will  welcome  anything  that  will  stop  tnis  unfair 
criticism  that  has  gone  broadcast,  and  it  is  more  unfair  because  it  is 
put  out  by  the  Federal  Trade  Commission.    I  wish  I  did  not  have  to 
say  it,  and  it  may  not  have  been  policy  for  me  to  say  it,  but  we  arc 
down  here  on  trial.    We  have  done  nothing  wrong,  and  this  is  the 
first  time  we  have  gotten  an  opportunity  to  say  anything.    By  those 
figures  that  we  have  given  you  we  have  tried  to  show  what  the  industry 
is.    I  personally  think  the  industry  is  a  great  benefit  to  the  country, 
and  ii  the  packers  were  not  in  existence  there  would  not  be  this 
medium  available  to  the  consumer  that  they  now  have.    I  claim  that 
it  is  unfortunate  that  at  times  the  live-stock  men  lose  money.    If  there 
is  any  remedy  for  it,  I  would  be  glad  to  l^ave  somebody  tell  me ;  but 
the  remedy  is  not  in  the  present  situation  at  all,  and  whether  you  pass 
this  bill  or  whether  you  do  not  pass  the  bill  it  is  not  going  to  chanee 
the  situation  one  bit.    The  only  change  it  is  going  to  make  is  to  make 
the  service  the  packers  give  to  the  people  less  efficient  than  it  is  now. 
That  is  all. 

Mr.  Montague.  In  your  opinion  would  it  be  more  expensive  ? 

Mr.  Armour.  More  expensive. 

Mr.  Montague.  That  would  raise  the  price  of  the  product  before  it 
reaches  the  consumer? 

Mr.  Armour.  Yes.  As  to  whether  the  Armour  Co.,  the  stock- 
yards, or  somebody  else  has  charge  of  this  matter  it  will  not  make  one 
bit  of  difference  to  the  consumer;  there  will  be  just  the  same  kind  of 
buyers  to-morrow  as  there  were  yesterday,  and  somebody  is  tr>inff 
to  fool  the  people;  that  is  all.  rerhapsi  should  not  say  all  these 
thinffs,  but  it  is  very  unjust,  and  if  you  are  trying  to  get  anywhen* 
for  the  consumers  as  well  as  for  the  producers,  you  must  realize  that 
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this  mud-throwing  at  the  packers  has  not  been  fair.  It  has  created 
a  feeling  among  the  people  that  the  packers  are  the  biggest  thieves 
in  the  world.  I  believe,  and  I  hope  you  will  agree  with  me  when 
you  have  heard  everything  I  have  tried  to  tell  you  and  when  you 
have  heard  the  rest  of  the  people  representing  the  packing  industry, 
that  instead  of  being  a  menace  to  the  community,  the  packing  in- 
dustry is  a  great  benefit  to  the  community.  There  has  been  no 
profiteering,  as  our  figures  show.  Tfhese  few  inferences  that  have 
been  thrown  out  have  not  been  based  upon  facts  at  all.  People  say, 
*'  Of  course,  this  has  happened,"  and  "  Of  course,  that  has  happened." 
As  a  matter  of  fact,  that  has  not  happened,  biit  that  goes  out  to  all 
the  people  and  they  think  that  it  has  happened.  I  guess  I  am 
through  now. 

Mr.  Montague.  Did  you  refer  to  that  particular  organization  we 
were  discussing?    Does  he  know  anything  about  that  organization? 

Mr.  WiNSLow.  I  am  coming  to  that  in  a  moment.  Mr.  Armour, 
you  have  spoken  of  the  necessity  of  going  into  print  and  publicity, 
in  order  to  make  your  position  understoocTby  the  people.  Have  you 
not  a  very  good  precendent;  I  will  ask  you  if  you  feel  I  am  in  error 
when  I  feel  that  you  have  a  very  good  precedent  for  defending  your 
acts  and  commissions  in  the  form  of  the  publicity  Creel  Bureau, 
which  has  cost  this  country  millions  of  dollars,  in  order  to  tell  the 
people  what  is  going  on,  to  misrepresent  and  defend  all  kinds  of 
actions  that  have  taken  place  on  the  part  of  war  bureaus  that  have 
been  operating  in  the  United  States  ? 

Mr.  Armour.  I  do  not  think  it  is  any  more  wrong  for  me  to  secure 
publicity. 

Mr.  WixsLOw.  They  have  published  daily,  if  I  am  not  mistaken,  a 
bulletin  to  camouflage  the  whole  business  of  the  war  operations  in 
this  country. 

Mr.  Armour.  Listen  a  minute,  please.  I  am  not  trying  to  defend 
mvself  one  minute  because  we  put  out  these  advertisements.  I  am 
telling  you  why  we  had  to  do  it;  I  would  not  consider  that  I  was 
worthy  to  be  president  of  Armour  &  Co.  if  we  had  not  done  it. 

Mr.  WiNSLOw.  If  it  is  commendable  for  the  Administration  of  this 
country  from  the  top  to  the  bottom  to  spend  a  couple  of  million  dol- 
lars to  tell  what  they  are  doing,  it  certainly  is  not  reprehensible  for 
any  business  concern  to  do  the  same  thing.  I  am  perfectly  willing  to 
leave  it  there. 

(Thereupon,  at  1  o'clock  p.  m.,  a  recess  was  taken  until  2  o'clock 
p.  m.) 

AFTER  RECESS. 

The  committee  reassembled  at  2  o'clock  p.  m.,  pursuant  to  recess. 
The  Chairman.  The  committee  will  come  to  order.    Mr.  Winslow 
will  continue  his  examination. 

STATEMENT  OF  J.  OODEN  ABMOUE_Continued. 

Mr.  Winslow.  Mr.  Armour,  I  undertook  to  secure  your  judgment 
in  respect  of  the  attitude  of  the  farmers  toward  the  packers.  In  the 
prosecution  of  that  inquiry  I  would  like  to  go  on  with  some  of  the 
subject  matters  which  are  set  forth  in  this  farmers'  paper,  The  Policy 
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and  Program  of  American  Farmers.  I  don't  know  the  men  who  are 
back  of  this,  and  I  am  not  so  sure  that  they  accurately  represent  all 
the  farmers  who  are  interested  in  the  cattle  industry,  neither  do  I 
know  that  such  is  not  the  case,  and  in  the  hope  that  their  suggestions 
here  may  throw  light  on  the  subject  I  am  going  to  give  the  promoters 
of  this  paper  and  their  propaganda  the  benefit  of  the  doubt  and  ask 
you  to  kindly  go  over  with  me  and  answer  such  questions  as  I  may 
put  to  you.  In  making  the  few  inquiries  that  I  will  make  they  will 
amount  in  substance  to  a  repetition  of  inquiries  which  have  been 
made  to  you  a  number  of  times  through  the  hearing,  and  to  which 
you  have  answered  pretty  fully;  but  in  view  of  the  threat  which 
these  people  have  put  out  here  as  to  the  way  they  propose  to  defeat 
Members  of  Congress,  I  would  like  to  propound  these  questions  as 
they  have  sent  them  out,  in  order  that  we  may  have  them  answertMl 
categorically  and  have  the  whole  thing  lumped  together.  I  will 
undertake  to  say  to  the  chairman  and  gentlemen  of  the  conunittee 
that  I  hope  they  will  pardon  me  for  repeating. 

Xow  on  this  proposition.  No.  3,  headed  *'  Packing  plants,''  this 
paper  prints  the  following : 

The  revelations  of  the  Federal  Trade  Cominission  of  the  monopoUKtlo  rontrol 
which  the  big  five  packers  have  established  in  the  l)usiness  of  the  manufacture 
and  preparation  of  meat,  their  efforts  to  control  the  entire  food  supply  of  tlie 
country,  and  their  entrance  into  allied  and  unrelate<l  lines  of  business,  and  the 
exposure  of  the  direct  connection  and  virtual  Identity  of  the  Interests  of  the 
packers  when  the  financial  interests  of  the  country  make  it  dear  that  tlie  privi- 
leges which  have  enabled  the  packers  to  build  up  such  a  monopoly  must  l*e 
immediately  terminated.  The  four  following  recommendations  of  the  Trade 
Oonnuission  to  deal  with  the  packing  situation  should  be  adopted  as  the  perma- 
nent policy  of  the  country. 

Then  they  say : 

The  Government  requires,  first — 

And  I  will  ask  you  after  I  read  each  number  to  be  kind  enough  to 
give  that  proposition  consideration — 

First.  All  rolling  stock  used  for  the  transportation  of  meat  and  of  mc^t 
animals,  and  that  such  ownership  be  declared  a  Government  monopoly. 

Mr.  Armour.  You  want  my  reply  to  that? 

Mr.  WiNSLow.  Yes ;  if  you  woul(i  like  to  give  it. 

Mr.  Armour.  I  have  replied  to  that  before,  but  I  am  going  to  reply 
to  it  again.  I  think  that  would  be  a  great  mistake,  for  reasons  I 
have  alreadv  set  forth.  I  don't  think  that  it  would  be  economically 
as  cheap.  T  don't  think  it  could  be  done  economically  as  cheap  as  it 
now  is  being  done,  and  I  think  if  the  cars  were  put  under  the  Rail- 
I'oad  Administration,  or  taken  away  from  the  packers,  it  would  not 
( crtainly  lower  the  price  of  livestock  any,  and  it  would  not  lower 
the  price  of  meat  to  the  consumers  one  bit.  In  the  first  place,  I  ron- 
ten(I  that  no  (me  could  run  these  cars  any  cheaper  than  the  packers 
can  run  them.  I  think  they  would  run  them  more  ex[)ensively.  I 
think  it  would  cost  them  more  money,  and  after  all  as  to  whether  the 
packers  own  them  or  someone  else  owns  them,  the  result  to  be  obtained 
would  be,  whether  it  would  be  of  any  benefit  to  anybody.  I  claim  it 
would  not  be  of  any  lienefit  to  anybody,  and  I  think  it  would  be  a 
mistake  to  change  anj'thing  unless  somei)ody  would  be  lienefited  from 
it.  I  not  only  think  that,  but  I  think  there  would  be  a  great  hard- 
shii) — I  think  that  a  great  hardship  would  be  done  to  not  only  the 
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packers  but  the  people,  because  after  all  anytHing  that  is  a  hardship 
to  the  packers  has  got  to  reflect  itself  sooner  or  later  upon  either  the 
consumer  or  the  producer.    That  is  my  anstver. 
Mr.  WiNSLOw.  Now  proposition  2 : 

The  principal  and  necessary  stockyards  of  the  country  to  be  treated  as  freight 
depots  and  to  be  operated  under  such  conditions  as  insure  open,  competitive 
markets,  with  a  uniform  scnle  of  charges  for  all  services  performed,  and  the 
acquisition  or  establishment  of  such  additional  yards  from  time  to  time  as  the 
future  development  of  the  live-stock  production  of  the  United  States  may  re- 
quire.   This  to  include  the  customary  adjuncts  of  stockyards. 

Mr,  Armour.  Whether  the  yards  are  owned  by  the  packers  or  by 
the  railroads,  the  charges  would  be  the  same — in  the  same  position 
they  are  now.  The  charges  to  everybody  are  the  same,  whether  he  is  a 
packing  house — whether  he  buys  cattle  or  livestock  to  be  shiughtered, 
or  whether  he  buys  them  to  be  shipped.  And  I  can  say  with  all  the 
positiveness  that  I  have  at  my  command  that  the  selling  prices  would 
not  change  one  bit.  It  would  not  make  any  difference  to  you  or  any- 
body else  who  is  shipping  live  stock  who  owns  the  hotel  that  the  live 
stock  goes  to.  In  other  words,  it  would  not  make  any  difference  in 
the  price  that  the  packers  or  anyone  else  pays  for  live  sto.k  as  to  who 
owns  the  hotel.  It  would  not  make  one  bit  of  different  e ;  the  cattle 
would  be  just  as  high  or  just  as  low,  and  the  live  stock  man  would 
make  just  as  much  money,  or  he  would  lose  as  much  money  if  the 
markets  were  bad,  whether  the  stockyards  were  owned  by  the  packers 
or  owned  by  you,  or  by  the  railroads.  I  contend  the  only  difference 
it  would  make  would  tie  that  I  don't  believe — and  I  don't  think — ^that 
the  service  would  be  as  good. 

Mr.  WiNSLOw.  Proposition  "No.  3: 

AH  publicly  owned  refrigerator  cars,  -and  all  necessary  equipment  for  their 
proper  operation,  their  ownership  be  declared  a  Government  monopoly. 

Mr.  Armour.  It  may  be  somewhat  out  of  place,  but  I  happened 
to  meet  this  morning,  Mr.  Chambers,  who  is  in  the  employ  of  the 
Government  He  is  a  railroad  man  with  the  Santa  Fe  Railroad.  He 
is  now  an  employee  of  the  Government,  in  Washington — in  the  Rail- 
road Administration.  I  happened  to  meet  him  at  the  hotel.  I  have 
known  him  for  many  years,  and  he  asked  me  what  I  was  doing  here, 
and  I  told  him  I  was  coming  down  here,  and  I  said:  "They  have 
got  the  question  of  refrigerator  cars  up,  the  ownership  of  them." 
He  rather  laughed  and  said:  "Well,  is  that  up  again?"  I  said. 
Yes."  "Well,"  he  said,  "I  hope  we  don't  want  them."  I  said, 
Well,  I  know  that.  You  had  the  power  to  take  them  and  you 
turned  them  over  to  us."  I  presume  you  know  the  Government, 
when  they  took  over  the  railroads,  had  also  the  power  to  take  the 
refrigerator  cars,  and  that  power  rested  with  the  railroads.  They 
had  the  power  that  this  bill  now  gives  theni.  They  already  have  it ; 
they  have  got  it  to-day  except,  of  course,  it  is  only  for  the  length 
of  time  they  take  the  railroads  over,  so  that  you  wont  be  givmg 
them  anything,  except  a  permanency,  more  than  they  already  have 
now.  They  can  take  the  refrigerator  cars  if  they  want  them  but 
they  don't  want  them,  because  they  are  practical  railroad  men.  They 
know  that  there  would  be  no  benefit  to  anyone.  We  don't  make  any 
money  out  of  our  refrigerator  cars.    They  are  a  necessary  thing  for 
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US  to  have.  They  are  necessary  for  us  to  have,  because  it  makes  our 
other  business  run  smooth. 

So,  I  am  very  honest  when  I  say  that  I  think  that  if  the  railroads 
owned  the  refrigerator  cars  the  service  would  be  worse;  would  not 
be  run  as  well  as  it  is  now  and,  after  all  is  said  and  done,  somebody 
would  have  to  pay  for  that  and  I  don't  think  the  packers  alone  would 
have  to  shoulder  it.  It  would  probably  come  out  of — we  get  our 
percentage,  as  I  have  tried  to  show  you,  and  I  think  we  would  get 
that  same  percentage  or  near  it  whether  the  stockyards  were  turned 
over  to  the  railroads  or  whether  the  refrigerator  cars  were  turned 
over  to  the  roads.  That  is  simply  a  sentimental  request  that  does 
not  mean  anything  advantageous  to  anybody.  I  think  it  means  a 
great  disadvantage  to  the  people,  to  the  producer  as  well  as  to  the 
consumer. 

Mr.  WiNSLOw.  Will  you  kindly  state,  in  your  own  behalf,  and  as 
far  as  you  can  consistently,-  in  behalf  of  the  others  of  the  big  five, 
so-called,  your  attitude  toward  smaller  packers  in  respect  of  loan- 
ing or  furnishing  them  with  refrigerator  cars  as  their  needs  may 
appear? 

Mr.  Armour.  I  can  only  speak  for  Armour  &  Co.,  but  I  under- 
stand the  same  attitude — l  understand  the  other  packers  have  the 
same  attitude.  We  quite  frequently  loan  cars  to  anyone,  other  pack- 
ers or  anyone  else,  whenever  we  have  a  surplus  of  cars  and  at  certain 
seasons — not  certain  seasons ;  but  there  may  be  certain  times  when  we 
have  loaned  them  and  we  have  been  very  glad  to  loan  them.  We 
are  very  anxious  to  have  our  refrigerator  cars  running  even  when 
they  are  run  at  the  best  thev  lose  more  money  than  we  wish  they 
would  lose,  and  it  is  our  obj^ect  to  keep  them  going  just  as  fast  as 
we  can.  If  we  haven't  got  the  business  for  them  we  will  loan  them 
to  any  small  packer  that  asks  us  if  we  have  a  car.  We  are  very 
glad  to. 

Mr.  WiNSLOw.  Has  there  ever  been  any  recorded  public  contention 
on  the  part  of  any  small  packers  that  has  not  been  the  case  in  the  past, 
so  far  us  you  know  ? 

Mr.  Ar^ioi'r.  Xot  that  I  know  of.  The  attitude  of  the  small  packer 
toward  the  big  packer  and  the  attitude  of  the  big  packer  toward  the 
small  packer  is  one  of  great  friendliness. 

Mr.  WiNsu)W.  Proposition  No.  4:  . 

That  such  bnmcb  houses,  cohl-storase  plants,  niid  \van»lious«*K  its  are  nece»- 
wiry  to  provide  facilities  for  the  cHunpetitlve  uuirlietlnK  and  slonijje  of  UmmX 
products  in  the  principal  centers  of  distribution  and  consumption,  the  same  to  l)e 
opera te<l  by  the  Government  as  public  niarJcets  and  storap:e  places,  under  Mich 
conditions  ns  will  afford  an  outlet  for  all  manufacturers  and  handlers  of  fooil- 
stuffs  on  equal  terms;  supplementing  the  marketing  and  storage  facilities  \huM 
acquireil.  the  Fe<leral  Government  to  establish  through  the  Fe<leral  Administra- 
tion at  the  terminals  of  the  principal  points  of  distribution  and  consumption 
central  wholesale  markets  and  storage  plants,  with  facilities  oijen  to  all  upon 
payment  of  Just  and  fair  charges. 

With  the  further  suggestion  on  the  end  of  that,  as  a  rider : 

Slaughterhouses  should  be  constructed  near  the  sources  of  supply,  and  munici- 
pal slaughterhouses  In  all  important  centers. 

Mr.  Armour.  Of  course,  I  don't  know  who  wrote  that  paper.  I 
don't  know  who  is  the  editor  of  that  paper,  but  the  three  questions 
you  have  asked  me  are  practically  the  siiggestions  of  the  Federal 
Trade  Commission* 
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Mr.  WiNSLOW.  These  are  taken  from  the  Federal  Trade  Commis- 
sion's suggestions. 

Mr.  Armour.  I  say  they  are  their  suggestions. 

Mr.  Decker.  Is  that  last  question  ? 

Mr.  Win  SLOW.  That  rider  about  municipal  slaughterhouses? 

Mr.  Decker.  And  storage  plants. 

Mr.  WiNSLOw.  Yes ;  the  long  proposition  was.  The  only  part  that 
is  not  taken  from  the  Federal  Trade  Commission's  suggestions,  so 
fas  as  I  understand,  are  these  words:  "Slaughterhouses  should  be 
constructed  near  the  sources  of  supply,  and  municipal  slaughterhouses 
in  all  important  cities." 

Those  words  I  take  to  be  the  words  of  the  editor. 

Mr.  Armour.  I  haven't  any  more  to  add  to  that  than  I  have  already 
said.  It  would  be  a  great  mistake  to  tiy  and  take  over  the  brancn 
houses.  In  the  first  place,  it  would  be  a  far  greater  mistake  for  them 
to  take  branch  houses  over  than  it  would  be  to  take  the  stockyards 
and  cars  over,  for  the  very  reason  that  the'running  of  branch  houses 
is  a  very  complicated  affair  and  the  Government  could  not  run  them. 
There  are  different  kinds  of  branch  houses.  We  have  branch  houses 
that  do  all  kinds  of  business.  They  are  not  simply  storage  houses  in 
the  sense  that  a  freight  house  is  a  storage  house  for  freight,  because 
freight  goes  into  a  freight  house  and  comes  out  in  the  same  condition 
that  it  goes  in ;  in  many  of  our  branch  houses  our  products  go  in  and 
come  out  in  an  entirely  different  condition.  They  are  not  branch 
houses  only;  they  are  manufacturing  establishments,  and  we  make 
sausage  at  them,  and  we  not  only  manufacture,  but  we  sell  manufac- 
tured goods  that  are  shipped  there,  and  I  think  it  would — they  would 
find  that  if  that  was  done — it  might  be  done  in  theory,  but  I  tell  you 
that  theory  and  practice  are  two  different  things  in  business.  It 
would  not  work  and  it  would  not  work  to  the  benefit  of  the  people  or 
to  the  benefit  of  anyone  else. 

The  trouble,  as  I  see  it — and  it  perhaps  may  be  unbecoming  for  me 
to  say  so,  but  I  think  the  Federal  Trade  Commission  has  made  a  lot 
of  suggestions  that,  from  my  standpoint — and  I  don't  say  personal 
standpoint  at  all — I  don't  know  as  you  think  I  can  get  away  from 
that,  but  I  think  I  can — ^has  made  a  lot  of  foolish  suggestions  that  will 
not  work.  I  don't  say  that  personally  at  all,  b^ause  they  can  take 
everything  I  have  got,  but  the  business  will  not  be  run  properly.  It 
will  not  be  as  well  run,  and  it  will  not  be  good  for  the  consumer ;  and 
I  predict  that  if  they  took  it  they  would  want  to  hand  it  back  to  us 
as  quick  as  they  could  find  out  that  it  did  not  work.  I  don't  say 
that  because  it  might  hurt  me  personally  at  all,  because  I  think  I 
can  get  beyond  that.    You  may  not  think  30,  but  I  think  I  can. 

Mr.  WiNSLOw.  Mr.  Armour,  do  you  feel  that  the  farmers,  the  pro- 
ducers and  breeders,  and  those  people  who  contribute  toward  the  sale 
of  cattle  to  the  packers  carry  on  their  work  in  a  reasonably  scientific 
way? 

Mr.  Armour.  I  haven't  any  reason  to  believe  they  do  not.  I  haven't 
any  reason  to  believe  they  do  not,  generally  speaking. 

Mr.  WiNSLOw.  You  think  they  work  out  economies  in  their  busi- 
ness as  they  would  in  most  any  Dusiness? 

Mr.  Armour.  I  haven't  any  reason  to  believe  they  do  not,  broadly 
speaking,  generally  speaking. 
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Mr.  WiNSLOw.  I  don't  suppose  you,  perhaps,  have  kept  track  of  it; 
but  maybe  you  would  know  whether  or  not  any  considerable  number 
of  the  large  producers  keep  real  cost  on  their  business? 

Mr.  Armour.  Among  the  large  producers  that  I  know  and  I  have 
seen  thev  are  most  intelligent  men,  and  I  have  never  seen  the  waj 
they  do  business;  but  I  would  judge  from  their  intelligence  and  their 
personality  that  they  would  know  what  they  were  doing. 

Mr.  WiNSLOW.  A  day  or  two  ago  I  took  occasion  to  ask  one  of  the 
packers  who  represented  himself  as  an  officer  of  a  so-called  smaller 
concern,  how  he  arrived  at  the  cost  of  his  products,  and  if  I  am  accu- 
rate — which  I  mean  to  be — ^he  said  he  had  no  system  of  cost  making 
to  show  what  anything  really  cost  on  a  modern  plan  of  cost  making. 
Now,  could  you  tell  us  what  your  attitude  toward  that  proposition  is? 

Mr.  Armour.  Well,  I  could  only  refer  to  Armour  &  Co.  We  keep 
accurate  costs.  I  remember  many  years  ago  there  was  a  man  in  Bos- 
ton told  my  father,  "  Oh,  well,  I  make  money  three  years  out  of  five." 
He  went  broke  a  little  while  after  that.  I  only  mention  that — ^that 
is  no  reflection  on  this  man;  but  I  don't  know  any  small  packer  that 
doesn't  keep  costs,  personally.  I  would  think  they  all  would  know  in 
a  pretty  reasonable  way  what  they  were  doing.  I  know  we  do.  We 
have  experts  that  keep  costs — ^that  don't  do  anything  else. 

Mr.  WiNSLOW.  That  question  grew  out  of  another  one,  which  was 
about  to  this  effect :  "  What  system  " — I  asked  him,  and  I  will  ask 
vou — "  what  svstem,  if  any,  do  you  have  of  establishing  a  selling  price 
based  on  cost?" 

Mr.  Armour.  Well,  we  have— I  don't  just  know  as  I  can  answer 
that  question. 

Mr.  WiNSLOW.  I  will  tell  you,  in  order  to  help  the  thing  along,  if  it 
would  not  be  natural  for  you  to  have  a  schedule  of  the  items  you 
produce  and  what  it  costs:  and  you  keep  against  the  production  of 
those  items  certain  subheadings,  representing  costs  of  various  opera- 
tions and  material  ? 

Mr.  Armour.  Yes,  sir. 

Mr.  WiNSLOW.  And  I  presume  you  fill  in  that  skeleton  schedule 
from  time  to  time,  so  that  you  can  tell  whether  a  pig's  foot  dressed 
costs  a  cent  or  half  a  cent,  or  a  cent  and  half  to  market  to-day,  and 
that  it  costs  a  half  cent  more  or  whatever  it  is  the  next  day,  or  a 
quarter  of  a  cent — or  whatever  you  think  it  costs.  Now,  the  cost 
being  established  on  your  lists — ^I  am  referring  to  those  you  produce, 
not  those  jyou  buy — have  you  any  scheme  or  plan  of  adding  a  per- 
centage of  profit  to  those  costs,  such  as  5  per  cent,  3  per  cent,  2  per 
cent,  or  whatever  it  may  be,  for  the  marjcet,  the  market  price  to  the 
person  who  buys  from  you? 

Mr.  Armour.  Why,  we  have  the  cost  of  all  our  things,  like  pigs^ 
feet  and  different  things,  and  then  there  is  a  list  price  that  has  oeen 
established — ^I  say  established,  it  is  the  price  that  we  sell  by,  and 
then  if  they  cost  more  we  raise  that  price  or  we  lower  that  price,  if 
it  costs  less.  I  couldn't  tell  vou  whether  we  take  5  per  rent — you 
are  talking  of  the  difference  between  the  cost  price  and  the  selling 
price? 

Mr.  WiNSLOW.  I  don't  want  to  know  the  percentage,  but  I  want  to 
know  if  you  do. 

Mr.  Armour.  Yes,  sir;  we  do. 
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Mr.  WiNSLow.  Add  to  a  base,  which  may  be  a  permanent  base,  if 
you  choose,  and  subtract  from  that  base  according  to  the  ups  and 
downs  of  the  cost? 

Mr.  Armour.  Yes,  sir. 

Mr.  WiNSLOw.  So  that  is  not  entirely  guesswork  as  to  whether 
you  sell  at  a  loss  or  pix)fit? 

Mr.  Armour.  Absolutely,  no. 

Mr.  WiNSuow.  And  competition  affects  your  loss  or  gain  on  the 
selling  price  ? 

Mr.  Armour.  Yes,  sir. 

Mr.  WiNSLOW.  Now,  then,  you  spoke  of  losing  on  a  carload  of  beef 
in  Washington  on  one  day  and  making  some  the  next  day,  and  so  on. 
There  must  be  some  law  of  average  of  getting  at  the  thing. 

Mr.  Armour.  Well,  when  we  buy  cattle,  we  buy — cattle  are  sold  in 
different  loads.  There  may  be  10  cattle  or  50  cattle  in  a  load,  and 
each  load  of  cattle  we  make  what  we  call  a  test,  so  that  we  know 
what  each  bunch  of  cattle  costs.  We  don't  bunch  up  the  whole  day's 
kill.  There  are  many  different  kinds  of  cattle  that  we  buy.  There 
may  be  some  good  cattle,  some  medium  cattle,  some  poor  cattle,  and 
we  make  a  test  of  each  load  of  cattle  each  cattle  buyer  buys,  and  as 
those  cattle  are  shipped  down  to  our  different  houses,  one  bunch 
of  cattle,  of  100  cattle  at  a  load,  might  be  shipped  to  20  different 
houses,  because  there  might  be  only  4  of  this  grade  of  cattle,  5  of 
the  other,  6  of  the  other,  and  they  all  go  to  different  houses.  Our 
houses  get  a  memorandum  of  the  cost  for  those  cattle.  That  is  for 
their  guidance.  They  try  to  get  as  much  more  as  they  can  over  what 
those  cattle  cost,  but  the  selling  of  those  cattle  is  not  gauged  on  the 
cost;  it  is  gauged  on  the  market  in  Washington  or  New  York,  or 
wherever  they  go.  We  might  have — one  week  we  might  get  a  very 
good  price,  and  the  next  week,  as  I  said  this  morning,  our  man  told 
me  yesterday  the  market  was  very  bad  here;  the  weather  had  hap- 
pened to  be  bad,  or  there  was  a  falling  off  in  the  consumption  of  beef, 

and  that  is  the  method  that  we  use. 

» 

Mr.  WiNSLOW.  Now,  would  that  exist,  in  effect,  in  canned  and 
tinned  goods  as  much  as  those  which  would  not  stand  the  time? 

Mr.  Armour.  Would  not  what? 

Mr.  WiNstow.  You  call  them  perishables. 

Mr.  Armour.  It  would  not  affect  the  price  of  canned  goods. 

Mr.  WiNSLOW.  On  canned  goods  you  establish  a  price  ? 

Mr.  Armour.  Anything  that  you  can  hold  on  your  shelf  and  not 
sell — ^you  see  any  fresh  meat  you  have  got  to  sell  within  a  reason- 
able time.  If  you  can  get  your  price  for  it,  naturally  well  and  good ; 
vou  sell  it.  If  you  can't  get  your  price  for  it,  you  have  got  to  sell  it 
because  every  day  you  keep  it  beyond  a  certain  point,  it  becomes  not 
only  less  easy  to  sell,  but  it  is  worth  less  money,  no  matter  how 
good  the  market  or  what  the  market.  Now,  canned  goods  or  any- 
thing like  that  is  called  a  shelf  article.  It  is  something  you  can  put 
on  your  shelf,  and  if  you  can't  get  the  market  for  it,  if  the  market' 
is  lower  than  you  think  it  ought  to  be,  you  are  not  obliged  to  sell  it. 

Mr.  WiNSLow.  And,  Mr.  Armour,  did  your  concern  nave  here  in 
Washington  on  special  duty  during  the  war  period  any  specially  de- 
tailed agents  for  any  business  other  than  the  ordinary  sale  in  Wash- 
ington? 
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Mr.  Armour.  No. 

Mr.  Win  slow.  How  did  the  orders  come  to  you  from  the  War  De- 
partment, the  miltary  institutions,  etc.  ? 

Mr.  Armour.  Some  of  the  orders  came  to  Chicago.  There  was  a 
certain  amount — I  think  some  of  the  Army  orders  were  given  out 
from  Chicago — I  mean  the  man  located  in  Chicago.  Then  other 
orders  were  given  out  from  here.  They  would  either  call  the  packers 
down  here,  the  small  packers,  the  big  packers,  and  everybody — ^you 
are  talking  about  Army  orders,  Government  orders? 

Mr.  WiNSLow.  Yes. 

Mr.  Armour.  And  they  would  distribute  them  out  from  the  food 
department. 

Mr.  WiNSLOw.  But  you  had  no  specal  runner-up  or  special  agent 
to  amuse  buyers  in  any  ? 

Mr.  Armour.  No,  sir;  we  did  not. 

Mr.  Win  SLOW.  You  simply  let  the  business  take  its  natural  course, 
either  at  the  solicitation  of  the  Government  or  through  your  natural 
channels  of  distribution? 

Mr.  Armour.  We  had  men  down  here  when  they  were  sent  for. 
That  is  all.  We  sent  men  down  here.  We  have  a  man  here  that 
stays  here  all  the  while,  but  he  is  a  regular  man. 

Mr.  WiNSLOw.  I  mean  specal  agent. 

Mr.  Armour.  No  ;,  not  at  all. 

Mr.  WiNSLOW.  Appointed  for  breaking  into  this  war  business? 

Mr.  Armour.  No,  sir;  we  did  not.  We  only  sent  men  down  here 
when  they  were  called  down  here. 

Mr.  WiNSLow.  Did  you  have  anybody  sit  in  with  the  representa- 
tives of  the  Food  Commission  and  others  when  they  established  the 
prices  at  which  you  were  to  buy  pork,  and  the  profits  tnat  you  were 
to  make,  etc.  ? 

Mr.  Armour.  Yes,  sir. 

Mr.  WiNSLOw.  And  he  came  by  invitation? 

Mr.  Armour.  Yes,  sir. 

Mr.  Win  SLOW.  Now,  I  wonder  if  you  chance  to  know  by  what 
process  the  amount  of  17^  cents  for  pork,  for  instance,  was  deter- 
mined as  being  a  right  price  to  pay  the  farmer  or  the  producer? 

Mr.  Arwour.  I  can  tell  you  the  story  of  it  if  you  would  like  to 
hear  it.    It  is  a  short  story. 

Mr.  WiNSLOw.  Yes;  I  would  like  to  hear  it. 

Mr.  Armour.  Early  in  the  season,  at  the  beginning  of  the  season. 
when  tlie  run  of  hogs  begim  to  start 

Mr.  Moxtagit:  (interposing).  About  what  time  of  the  year? 

Mr.  WiNSLow.  He  is  talking  about  the  17^  cents.  This  year  is  the 
only  year  we  have  had  17^  cents. 

Mr.  Mayer.  You  mean  1918? 

Mr.  Armour.  Yes. 

Mr.  Montague.  I  wanted  to  know  about  what  you  meant  by  the 
"  run  of  the  season." 

Mr.  Armour.  The  hog  run.  The  hogs  be^n  to  come  in  in  Octo- 
ber, November,  and  that  is  what  we  call  it.  During  the  winter 
months  the  receipts  of  hogs  are  very  heavy.  At  the  first  beginning 
of  the  hog  run  the  general  conditions  were  very  bad.  Freu  poi£ 
was  selling  very  low  and  there  was  a  great  glut  on  the  maiicet,  aa  I 
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explained  to  you  this  morning — or  I  was  asked  this  morning — of 
hogs.  They  seemed  to  all  want  to  come  in  in  one  week,  with  the 
result  that  there  was  a  great  smash  in  the  hog  market — ^2  or  3  cents  in 
a  couple  of  weeks,  and  the  live-stock  people,  who  are  interested  in 
the  live  price  of  hogs,  called  a  meeting — I  don't  know  whether  the 
live-stock  commission  people  called  the  meeting  or  the  Food  Admin- 
istration, but  a  meeting  was  called  which  the  packers  were  invited 
to  attend,  and  the  live-stock  people  said :  "  Now,  this  is  not  fair  to  let 
these  hogs  go  down  to  such  a  low  price,  as  we  were  told  last  year 
that  when  the  war  was  on,  in  the  midst  of  the  war,  if  we  would 
stimulate  the  production  of  ho^s,  that  we  could  be  assured  of  a 
decent  price" — the  farmer — ^which  was  true.  They  went  out  last 
year  and  said,  "  now,  if  you  will  raise  all  the  hogs  you  can  " — it  was 
right  in  the  middle  of  the  war  when  they  wanted  food  stuff — ^"  we 
will  guarantee  that  you  g:et  a  good  price  next  year  for  your  hogs." 

Which  was  in  my  opinion  quite  proper  and  right,  because  we 
were  in  war  and  we  needed  fooa  just  as  much  as  we  needed  ammuni- 
tion, and  the  live-stock  people  said,  "  Now,  it  isn't  fair  to  have  these 
hogs  sell  so  low,"  and  tne  Food  Administration  said,  "  all  right,  we 
will  get  the  packers  down  here  and  see  if  we  can't  stabilize  the  price." 
Now,  when  I  say  the  "  packers "  I  don't  mean  only  the  big  packers;  I 
mean  they  got  all  the  packers  down,  the  small  packers  as  well  as  the 
big  ones,  and  they  saia,  "  Now,  conditions  are  such  here  that  we  have 
got  to  stabilize  this  price.  We  encouraged  these  people  to  raise  hogs, 
and  the  hogs  seem  to  be  coming  in  all  at  once  " — ^there  was  this  year 
a  large  crop  of  hogs.  And  after  a  good  deal  of  argument  the  packers 
agreed.  When  I  say  the  "  packers  "  I  don't  mean  the  big  packers ; 
I  mean  all  the  packers  they  called  in,  they  agreed  that  they  would 
pay  Hi  cents  lor  those  hogs,  beginning  with  week  after  next,  or 
next  week,  I  don't  know  the  time — it  may  have  been  the  middle  of 
the  week.  They  went  back  and  they  made  the  price  of  17^  cents  for 
hogs  for  that  month.  Then  the  packers  paid  lli  cents  for  hogs,  all 
the  packers.  I  am  talking  about  the  Chicago  basis  now,  and  when 
I  say  "  Chicago  basis,"  other  markets  were  relatively  higher  or  rela- 
tively lower.  Then  at  the  middle  of  next  month  they  got  together— 
that  price  was  only  made  for  a  month — and  the  next  month  they  got 
togetner  and  made  17^  cents,  and  that  has  happened  up  to  to-day. 
The  price  to-day  is  17|  cents  for  hogs  in  Chicago.  Now,  they  will 
get  together  pretty  soon,  I  understand  it  is  on  the  28th  of  this  month 
there  is  to  be  another  meeting,  and  I  saw  by  the  paper  this  morning 
that  the  Food  Administration  recommended,  or  tiiey  think,  that  the 
price  of  hogs  next  month  should  be  17^  cents.  Now,  if  they  say  that, 
that  will  probably  be  what  the  price  will  be. 

Mr.  WiNRLOw.  And  every  month  you  have  been  virtually  under  the 
direction  of  the  Food  Commission  from  month  to  month? 

Mr.  Armour.  Yes,  sir;  if  we  had  done  what  we  do  now  under 
natural  conditions  we  would  be  violating  the  law.  I  mean  we  would 
have  no  right  to  say,  "  We  will  pay  17J  cents  for  hogs."  It  is  simply 
a  war  conaition  that  has  brought  that  about. 

Mr.  WiNSLOW.  Well,  that  same  war  condition  has  brought  about  a 
manifesto  from  the  Government  urging  upon  everybody  to  get  to- 
gether and  make  prices? 

Mr.  Armour.  Yes,  sir. 
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Mr.  WiNsiiOw.  In  direct  violation  of  what  we  have  been  doing 
before. 

Mr.  Armour.  I  am  not  critizing  that,  because  I  think  it  is  a  good 
thing. 

Mr.  WiNsiiOW.  Well,  to  get  in  line  and  follow  the  lead,  you  had  to 
get  together? 

Mr.  Armour.  Yes,  sir. 

Mr.  WiKSLOw.  Regardless  of  the  situation.- 

Mr.  Armour.  I  will  say  this:  That  regardless  of  the  price,  it  was 
most  important  that  they  did  tell  the  farmers  to  get  together  and 
raise  all  the  live  stock  they  could,  because  at  that  time  there  was 
no  one  who  knew  how  long  the  war  would  last,  and  there  was  a  great 
demand  for  food  products  at  that  time.  If  there  had  been  any  let 
down  in  their  getting  food  over  to  Europe  the  results  of  the  wai* 
would  not  be  the  way  they  are  now. 

Mr.  WiNSLOw.  Well,  do  you  feel — ^how  do  you  think  the  market 
will  go  if  the  food  restriction,  the  influence  of  the  Food  Commission, 
is  terminated  ? 

Mr.  Armour.  I  beg  pardon? 

Mr.  WiNSLOw.  In  what  direction  do  you  think  the  price  of  pork 
products  and  so  on  would  go  now  if  the  influence  of  the  Food  Com- 
mission should  terminate  ? 

Mr.  Armour.  I  think  it  would  go  very  much  lower  temporarily: 
and  then  I  think  later  in  the  season  it  would  go  very  much  higher. 
I  think  it  would  be  a  bad  thing  for  everybody,  especiallv  for  the 
producer,  because  if  the  restrictions  were  taken  off  probably  the  re- 
ceipts of  hogs  would  be  so  heavy  that  the  packers  would  be  able  to 
buy  their  hogs  for  very  much  less,  two  or  three  cents  less — perhaps  12 
cents  a  pound — ^I  don't  know  what  it  would  be,  but  probably  three 
or  four  cents  less  than  they  are  being  bought  for  now.  But  if  what  I 
understand  is  true,  that  would  only  be  temporary,  because  there 
would  be  such  large  ordei's  come  m — ^I  think  it  would  help  the 
packer;  I  think  it  might  help  the  packer  very  much,  because  we 
would  put  in  a  lot  of  cheap  stuff.  We  would  have  to  take  a  tem- 
porary loss  in  the  product  we  have  on  hand  now,  but  we  would  more 
than  get  that  back  with  a  little  patience.  So  I  say  for  the  country 
broadly  it  would  be  a  very  bad  thing.  I  don't  think  it  would  hurt 
the  packer  one  bit.  It  would  hurt  him  temporarily,  but  it  would  not 
hurt  him  in  the  long  run.  He  would  buy  a  lot  of  cheap  hogs  and  then 
when  the  demand  came  along  the  price  would  naturally  go  up. 

Mr.  WiNSLow.  I  don't  want  to  ask  you  a  question  which  will  em- 
barrass your  own  business  in  the  light  of  vour  competition,  but  if 
the  inquirv  is  proper  outside  of  that  consideration,  1  would  like  to 
ask  you  what  percentage  you  estimate  it  costs  you  to  sell  your  pro<l- 
uct,  your  production,  on  a  percentage  basis,  or  if  you  don't  want  to 
answer  for  yourself,  for  the  trade  in  general. 

Mr.  Armour.  I  am  perfectly  willing  to  answer  that.  I  can  say 
through  our  branch  houses  I  think  it  costs  us  in  the  neighborhoo<I 
of — ^well,  I  would  guess  6  per  cent — ^through  our  branch  hou.<;es. 
More  than  half  of  our  goods  are  sold  through  our  branch  house's. 
Well,  they  tell  me  back  here  that  I  am  wrong.  They  say  it  costs 
them  3^.  I  thought  it  costs  6  per  cent,  but  I  understand  ^  per  cent 
is  the  cost  through  our  branch  houses.     But  I  will  be  very  glad  to 
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^et  you  that  accurately.  If  you  want  it  in  the  minutes,  I  will  be  very 
glad  to  submit  it  to  you  accurately. 

Mr.  WiNSLOw.  In  other  words,  it  costs  you  to  get  your  merchandise 
into  the  hands  of  the  next  owner  3^,  or  whatever  percentage  it 
may  be  ? 

Mr.  Armour.  That  is  the  cost  in  the  branch  house. 

Mr.  WiNSiiOw.  The  selling  price? 

Mr.  Armour.  Yes,  sir.  That  doesn't  include  freight  or  anything 
else. 

Mr.  WiNSLOw.  No;  I  didn't  have  freight  in  my  mind. 

Mr.  Armour.  I  should  think  anywhere  from  3^  to  4  per  cent. 

Mr.  WiN8ix)w.  Three  and  a  half  to  four  per  cent? 

Mr.  Armour.  I  would  think  so. 

Mr.  WiNSLow.  That  is  what  it  costs  you  for  actual  selling  expenses 
for  the  transfer  of  your  merchandise  from  the  seller  into  the  hands 
of  the  next  owner  ? 

Mr.  Armour.  That  is  our  branch  house  selling  expense,  and  mo^  of 
our  goods  are  sold  through  our  branch  houses.  The  expense  of  op- 
eratingall  the  branch  houses  that  we  have  is  figured  there. 

Mr.  WiN8ix)w.  Well,  if  anybody  else  has  had  any  expenses  in  that, 
it  is  all  rolled  up  in  your  general  selling  expense  ? 

Mr.  Armoxtr.  Yes,  sir. 

Mr.  WiNSLOw.  And  if  your  business  is  like  most  lines  of  merchan- 
dise business,  you  make  a  relation  between  your  general  expenses  for 
doing  this  business  and  your  selling  expenses. 

Mr.  Armour.  Yes,  sir. 

Mr.  WiNSLOw.  Now  if  that  is  about  3^  or  4  per  cent,  that  is  the 
answer,  or  whatever  you  may  substitute.  Now,  I  wanted  to  bring 
out  in  contrast  with  that  the  wail  which  comes  in  behalf  of  the  pro- 
ducer about  the  enormous  expense  that  it  costs  him  to  sell  his  goods, 
and  as  near  as  I  can  find  out  one-half  of  1  per  cent  is  about  the  end  of 
his  selling  expense. 

Mr.  Sanders.  That  is  the  conmiission. 

Mr.  Win  SLOW.  Yes;  commission. 

Mr.  Armour.  Well,  of  course — you  don't  want  any  opinion  from 
me  on  that,  do  you  ? 

Mr.  WiNSLOw.  If  I  am  wrong  about  it,  I  wish  you  would  cor- 
rect me. 

Mr.  Armour.  I  don't  know  about  that. 

Mr.  WiNSLOw.  That  has  been  testified  here  by  a  lot  of  commission 
men. 

Mr.  Armour.  Of  course,  there  is  a  regular  commission  charge  that 
is  made  by  the  live-stock  exchanges,  and  if  a  man  ships  his  goods, 
shipjs  his  cattle,  sheep,  or  hogs  into  the  commission  merchant,  no  mat- 
ter who  he  ships  it  to,  the  price  is  the  same  for  selling  by  everybody. 
That  has  been  established  by  the  commission  men  and  also  by  the  live- 
stock exchange.  Each  place  has  a  live-stock  exchange  and  they  have 
the  same  price  for  selling  live  stock  in  the  way  of  a  commission,  the 
same  as  if  you  go  to  a  broker's  office  and  buy  stock  of  a  railroad  or 
anything  else.  Evervrbody  pays  the  same  price,  and  that  price  is 
made  by  the  live-stocK  exchange. 

Mr.  Win  SLOW.  I  have  in  mind  at  the  present  time,  for  purposes  of 
future  use  in  connection  with  this  bill,  the  amount  of  money  that  was 
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actually  passed  over  from  one  hand  to  another  in  the  operation, 
of  marlketing  or  selling  the  animals  from  the  hoof  to  the  consuoier^ 
to  figure  out  the  percentage  of  cost.  Now,  if  yours  is  4  per  cent^ 
there  is  one  step.  If  it  costs  the  packer  or  producer  one-half  of  1 
per  cent,  which  seems  to  be  the  amount,  as  I  understand  it  was  testified 
to  by  the  commission  merchants,  plus  some  incidental  expenses  for 
buildings,  and  no  more,  there  is  that  to  consider,  and  then  so  on, 
whatever  the  retailer  may  have,  until  we  get  to  the  consumer. 

Mr.  Armour.  I  don't  know  whether  it  would  be  possible,  and  I 
may  be  out  of  place  in  suggesting  it,  but  I  am  going  to,  nevertheless. 
If  it  was  profitable  for  this  committee  to  take  a  trip  to  Chicago  and 
go  through  one  of  the  large  packing  houses  and  go  through  the 
offices — and  we  for  one  would  be  very  glad  to  open  not  only  our  Looks 
to  you,  but  we  would  be  very  glad  to  show  you  the  method — ^there 
has  been  so  much  talk  and  there  has  been  so  much  unfair  criticism 
about  the  packing  industry  that  I  don't  believe  any  witness  can 
come  down  liere  the  wav  I  have  come,  or  anybody  else  come,  and  give 
you  nearly  as  goo<l  information  as  vou  can  see  with  your  two  eyes^ 
and  you  would  get  some  understanding  of  this  great  industry  that 
there  has  been  so  much  criticism  of.  And,  in  fact,  all  there  has  been* 
has  been  criticism.    That  is  all  there  has  been. 

Now,  if  there  was  not  something  fundamentally  very  ripht  about 
this  industry;  if  our  profits  were  too  big,  or  if  we  did  things 
wrongly,  it  doesn't  seem  to  me  that  we  could  have  lived  all  those 
years  and  been  here  in  the  community.  Now,  I  may  be  wrong  about 
that,  but  I  don't  think  I  am,  and  I  don't  know  whether  it  is  gpssible, 
but  if  you  gentlemen  could  come  to  Chicago  and  see  the  processes  and 
see  the  methods  and  see  the  branch  houses,  and  how  business  is  done 
through  the  branch  houses,  it  would  gratify  me  very  much,  because 
1  think  vou  would  have  a  verv  much  different  idea  of  the  industrv, 
because  I  know  it  is  so  essential  to  this  country  and  I  know  it  is  sty 
natural  for  this  industry  to  exist,  because  if  it  was  not  natural  for  it 
to  exist  it  would  have  been  out  of  business  long  ago.  -We  have 
had  $x>  many  people  that  get  their  name  in  the  paper  or  do  some- 
thing— it  is  popular  to  jump  on  the  packer.  Now,  we  are  not  here 
for  any  other  reason  in  the  world  except  that  we  are  a  ver^'  essential 
industry  in  the  country,  both  to  the  consumer  and  to  the^producer, 
and  you  asked  me  a  little  while  ago — or  I  was  asked  a  little  while  ago — 
if  there  was  any  way  of  stabilizing  the  price  of  catMe.  Of  course,  if 
there  was,  I  would  be  very  glad  to  have  some  suggestion  that  woultl 
1)0  useful,  but  in  that  connection  I  would  siiy  that  I  don't  think  that 
there  has  b(»<*n  any  way  of  stabilizing  any  product  that  comes  out  of 
the  earth,  whether  it  is  cotton,  potatoes,  peaches,  or  anvthing  else. 
They  have  to  take  the  market.  There  are  good  yeai-s  an<l  bad  years. 
But  that  is  getting  a  little  way  from  what  I  started  out  to  say.  I 
don't  know  as  it  is  possible,  but  if  it  were  possible  for  you  gentlemen 
to  come  to  Chicago  ana  see  the  workincrs,  the  ramifications  of  the 
packing  business,  I  Iwlieve  that  you  woukl  see  the  reason  for  the  pack- 
ing business  existing.  Now,  th.^re  is  a  good  reason — and  it  must  be 
H  fundamental  one  or  it  would  not  l>e  here — and  just  because  some- 
body gets  up  and  says  this  and  says  that,  that  doesn't  mean  anything 
at  all  exropt  to  the  newspapers  or  people  on  the  street  to  read  it. 

Mr.  WiNsu>w.  One  more  in(|iiiry,  Nfr.  Armour.  You,  of  coursi\ 
are  <lepen(h»nt  on  the  railroads  very  largely  for  the  success  of  your 
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business,  both  with  respect  to  the  tariflf  they  charge  you  and  the 
service  they  render — ^the  transportation. 

Mr.  Armour.  Yes,  sir. 

Mr.  WiNSU)W.  And  you  suffer  according  as  you  get  good  or  bad 
service,  prompt  or  tardy  ? 

Mr.  Armour.  Yes,  sir. 

Mr.  WiNSiiOW.  Have  you  noticed  any  difference  in  the  service  since 
the  Government  took  hold  of  the  railroads  ? 

Mr.  Armour.  I  can  not  say  we  have.  But  it  is  not  a  fair  criterion 
to  compare  now.    We  have  had  a  very  open  winter,  and  the  con- 

S^stion  that  existed  during  the  war,  at  the  first  beginning,  is  gone, 
f  course,  when  the  railroads  were  taken  over  by  the  Government 
there  was  great  congestion,  and  personally  I  don't  think  just  because 
they  were  straightened  out  it  was  due  to  the  Government  running 
the  roads.  I  think  there  were  some  very  good  economic  things  put 
in  when  the  Government  took  charge  of  the  roads,  but  they  are  run 
by  the  same  people;  there  wasn't  any  change  made  except  this  inter- 
locking change  that  was  made  by  any  road  using  anyone  else's  tracks. 
But  we  have  had  a  very  open  winter  now  and  the  service  has  been 
very  good,  broadlv  speaking.  But,  of  course,  the  service — ^there  has 
been  a  very  great  let-up  in  uie  amount  of  traffic. 

Mr.  Montague.  You  mean  freight  traffic  ? 

Mr.  Armour.  Yes.    I  understood  you  meant  freight  service. 

Mr.  WiNSLOW.  Freight  service ;  yes. 

Mr.  Armour.  But  there  has  been,  as  you  know,  lately  a  great  let- 
up in  the  amount  of  freight  that  they  are  carrying.  Of  course,  when 
the  war  started  every  road  was  automatically  congested,  because 
they  had  to  increase  their  tonnage  so  greatly. 

Mr.  WiNSLOw.  Would  you  feel,  from  your  general  business  ex- 
perience as  a  packer  and  as  a  shipper  that  in  the  long  run  the  same 
argument  which  would  hold  good  against  the  acquisition  of  the 
stockyards  and  their  operation  would  hold  good  as  against  railroads 
and  their  operation  by  the  Government? 

Mr.  Armour.  I  would,  with  some  qualifications.  I  would  hate  to 
see  the  railroads  go — did  you  want  my  opinion? 

Mr.  WiNSiiOw.  Yes;  the  opinion  of  Armour  &  Co.,  preferably. 

Mr.  Armour.  Do  you  want  my  opinion  for  the  good  of  the  country 
or  for  the  good  of  Armour  &  Co.  ? 

Mr.  WiNSLOW.  Well,  I  suggest  that  as  long  as  you  put  it  that  way 
you  divide  it  an  answer  both  questions. 

Mr.  Armour.  I  don't  suppose  I  was  invited  here  to  give  an  opin- 
ion for  the  good  of  the  country,  but  I  am  perfectly  willing  to.  • 

Mr.  WiNSiiOW.  Well,  that  is  what  this  bill  is  ostensibly  for,  for  the 
good  of  the  countrv. 

Mr.  Armour.  Or  course,  I  personally  think  that  personal  owner- 
ship is  preferable  to  public  ownership  for  some  things — not  every- 
thing, but  for  some  things,  including  the  railroads.  I  think  tbat 
the  personal  service  that  the  public  gets,  and  the  personal  competi- 
tion, the  competition  that  naturally  comes  between  railroads,  is  a 
good  thing  for  the  country ;  but  it  would  be  a  very  bad  thing,  m  my 
opinion,  to  have  the  roads  returned  to  their  owners  under  the  condi- 
tions that  existed  before  they  were  taken  over.  I  think  the  only 
thing  that  saved  the  roads  from  bankruptcy — every  railroad  in  the 
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country — ^was  the  attitude  that  the  Government  took  in  taking  oyer 
the  railroads,  because  the  minute  they  took  them  over  they  got  liv- 
ing wages.  They  no  only  paid  their  men  more,  but  they  charged  the 
shipper  more,  and  the  roads  before  they  were  taken  over  by  the 
Government,  the  more  business  they  did  the  more  money  they  lost, 
and  their  rates  were  not  adequate  to  cover  their  expenses,  and  I  don't 
think  any  industry,  whether  publicly  owned  or  privately  owned, 
when  they  are  run  at  a  loss,  is  a  good  thing  for  the  country. 

Mr.  WiNSLOW.  That  is  all  I  have,  Mr.  Chairman. 

Mr.  Decker.  What  is  the  oldest  packing  company  in  the  country, 
Mr.  Armour? 

Mr.  Armour.  I  beg  pardon? 

Mr.  Decker.  What  is  the  oldest  packing  company  in  the  country  i 

Mr.  Armour.  I  don't  think  I  know.  You  mean  the  oldest  of  the 
five  biff  packers? 

Mr.  Decker.  That  has  been  going  through  the  years. 

Mr.  Armour.  You  mean  of  the  five  big  packers? 

Mr.  Decker.  No  ;  all  of  them.    They  are  all  pretty  big  to  me. 

Mr.  Armour.  Well,  I  don't  know.  1  couldnt  answer  that.  They 
are  all  pretty  old.  They  all  started  about  the  same  time.  Armour 
and  Swift  started  more  or  less  at  the  same  time.  Morris  started 
pretty  near  the  same  time,  and  I  think  there  is  not  a  great  deal  of 
difference  between  the  ages  of  any  of  them.  I  would  say  possibly 
Armour  &  Co.  may  be  a  little  older  than  Swift,  but  not  much.  They 
all  started  about  that  same  time. 

Mr.  Decker.  Who  established  your  company? 

Mr.  Armour.  My  father. 

Mr.  Decker.  Did  you  have .  any  uncles  in  the  company  originally  ? 

Mr.  Armour.  Yes,  sir ;  three  or  four. 

Mr.  Decker.  Three  or  four? 

Mr.  Armour.  Yes,  sir.    I  also  had  a  brother  in  the  company. 

Mr.  Decker.  Originally?  You  did  not  have  a  brother  in  the 
original  company  when  it  was  started? 

Mr.  Armour.  No. 

Mr.  Decker.  I  am  not  talking  about  who  is  in  the  company  now : 
I  am  trying  to  get  how  your  company  got  started. 

Mr.  ARMOUR.  I  think  that  was  all  explained  in  my  opening  state- 
ment, but  I  am  perfectly  willing  to  explain  it  again  to  you.  My 
father  started  the  company  and  I  inherited  it  from  him,  my  brother 
having  died  a  year  before  my  father. 

Mr.  Decker.  I  have  a  reason  for  these  questions.  It  is  not  simply 
idle  curiosity. 

Mr.  Armour.  Have  I  answered  the  question? 

Mr.  Decker.  Yes.  How  old  was  your  father  when  he  started  the 
company,  do  you  remember? 

Mr.  Armour.  Well,  he  started  about  the  time — ^I  can  figure  it  up 
for  you. 

Mr.  Decker.  It  is  not  important;  if  you  remember  about  the  time. 

Mr.  Armour.  I  don't  remember.    He  was  a  young  man. 

Mr.  Decker.  He  was  a  young  man? 

Mr.  Armour.  Oh,  yes. 

Mr.  Decker.  This  is  the  point  I  am  trying  to  bring  out  in  the 
record :  It  is  easy  enough  to  take  over  a  big  institution  and  ran  it 


QOVBRKMENT  CONTROL  OP  MEAT-PACKINQ  INDUSTRY.         743 

for  a  few  months  after  two  or  three  generations  of  men  have  estab- 
lished it,  but  I  wanted  to  bring  out  something  about  the  growth  of 
the  company,  with  the  idea  in  mind  of  whether  it  would  have 
grown  as  much  if  the  Government  had  established  it  in  the  first 
place.  That  is  the  point.  In  other  words,  your  family  has  been  a 
family  of  packers? 

Mr.  Armour.  Yes,  sir ;  that  is  all  we  have  done. 

Mr.  Decker.  Your  father  started  it  when  he  was  a  young  man  ? 

Mr.  Armour.  Yes,  sir. 

Mr.  Decker.  Are  you  the  oldest  brother  in  vour  family? 

Mr.  Armour.  I  am  the  only  one  in  the  family. 

Mr.  Decker.  You  are  the  only  son  of  your  father? 

Mr.  Armour.  The  only  one  alive.    There  were  two. 

Mr.  Decker.  And  you  have  been  president  of  the  company  since 
your  father  died  ? 

Mr.  Armour.  Yes,  sir. 

Mr.  Decker.  The  first  company  was  started  in  Chicago,  was  it  not? 

Mr.  Armour.  In  Milwaukee. 

Mr.  Decker.  Your  father,  when  he  ran  the  company,  didn't  own 
any  stockyards.   Did  you  have  stockyards  then  ? 

Mr.  Armour.  Yes;  they  had  stockyards  then — ^no;  he  didn't  own 
any  stockyards,  but  there  were  not  very  many  stockyards  when  my 
father  started  business,  and  there  were  not  a  great  many  places  that 
we  were  interested  in  when  he  died.  I  don't  mean  that  Armour  &  Co. 
was  not  very  good  sized ;  but  we  only  had  three  places  when  he  died — 
three  packing  houses.   Do  I  answer  your  question? 

Mr.  Decker.  Yes.  You  did  not  tell  in  your  statement,  did  you,  the 
different  by-products  that  had  been  saved  and  produced  since  the 
be^nning  of  the  packing  business,  or  did  you  put  that  in  ? 

Mr.  Armour.  I  did  not  put  it  in,  but,  of  course,  when  the  packing 
business  started  they  didnx  save  much  of  anything.  At  the  begin- 
ning of  the  packing  business  it  was  pretty  profitable,  and  they  didn't 
know  much  about  saving  things. 

Mr.  Decker.  The  margin  of  profit,  of  course,  was  larger  when  the 
business  first  started  than  it  was  after  so  many  people  got  into  it  ? 

Mi".  Armour.  Oh,  yes ;  of  course,  very  much.  Or  course,  the  larger 
a  business  is  the  smaller  the  margin  of  profit  is  usually.  It  is  in  the 
packing  business. 

Mr.  Decker.  The  question  of  refrigeration — could  you  tell  us 
briefly  about  the  growth  of  that  under  the  charge  of  your  company 
since  you  have  been  in  the  business  ? 

Mr.  Armour.  Do  you  refer  to  cars  only  or  all  kinds  of  refrigera- 
tion? 

Mr.  Decker.  All  kinds  of  refrigeration. 

Mr.  Armour.  When  my  father  started  they  did  not  have  much  of 
any  kind  of  refrigeration.  They  killed  their  hogs  in  the  winter 
and  their  beef  in  the  winter,  and  they  used  to  put  everything  in 
pickle,  and  they  would  have  what  they  called  "  weather  packed,"  and 
that  word  meant  that  the  weather  packed  it,  because  the  weather  was 
cold  and  it  was  weather  packed.  Then  after  a  while  they  started  the 
refrigeration  and  it  became  an  all-year-round  business.  And  then 
about  that  time 

Mr.  Decker  (interposing).  How  did  they  start  that  refrigeration 

first? 
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Mr.  Armour.  They  built  large  buildings  and  cooled  them  entirely 
with  ice.  They  used  to  cut  the  ice  in  winter  and  put  the  ice  on  the 
top  of  the  building  in  a  large  receptacle,  and  the  cold  air  would  come 
down  into  the  building. 

Mr.  Decker.  And  they  got  the  ice  from  the  river  or  the  lakes? 

Mr.  Armour.  Yes,  sir;  and  they  had  no  such  thing  as  ice  machines 
in  those  days. 

Mr.  Decejsr.  Who  first  started  that  plan  of  cooling  meat  with  ice. 
do  you  remember? 

Mr.  Armour.  I  think  it  was  started  by  pretty  much  the  same  one — 
by  all  the  packers. 

Mr.  Decker.  Somebody  must  have  suggested  it. 

Mr.  Armour.  I  presume  so;  ves.  I  don't  know  just  who  it  was. 
It  may  have  been  Armour  &  Co.,  or  it  may  have  been  Swift.  I 
think,  as  a  mater  of  fact,  it  was  Armour,  but  I  am  not  sure  about 
that.  Then  after  they  ran  along  that  way  for  a  good  many  years  the 
ice  machine  was  invented  and,  of  course,  it  took  a  lot  of  room  and 
space  to  fill  with  ice  that  was  wasted.  Then  when  the  ice  machine 
came  along  they  used  part  ice  machine  and  part  natural  ice,  and  now 
there  is  nobody  uses  ice. 

JVfr.  Decker.  Do  you  remember  who  tried  out  the  ice  machine 
first?     . 

Mr.  Armour.  I  really  don't  know.  I  couldn't  answer  that.  I  don't 
know  who  did — some  of  the  big  packers.  It  may  have  been  a  brew- 
ery; I  don't  know;  but  it  was  one  of  the  things  that  came  along 
and 

Mr.  Decker.  And  it  took  a  good  deal  of  money  to  try  it  out,. 
didn't  it? 

Mr.  Armour.  Oh,  yes.  They  are  not  cheap ;  they  are  pretty  expen- 
sive.    Then  the  cars  came  along — ^the  refrigerator  cars. 

Mr.  Decker.  Do  you  know  the  history  of  those  cars,  who  suggested 
putting  on  those  cars — ^the  railroads  or  your  people  ? 

Mr.  Armour.  The  railroads  would  not  put  them  on.  We  asked 
them  to  put  them  on  because  in  those  days  we  had  very  little  money. 
We  did  not  have  much  money,  and  our  business  was  growing  pretty 
fast,  and  we  really  did  not  have — ^we  would  have  been  very  glad  if  we 
could  have  had  somebody  to  persuade  the  railroads  to  build  the  cars, 
but  they  wouldn't  do  it,  so  we  had  to  go  ahead  at  great  sacrifice  to 
the  packers,  because  they  were  all  poor  in  money ;  they  had  no  money 
except  what  money  they  had  great  use  for,  and  the  packers  built 
the  cars,  and  that  was  the  first  beginning  of  shipping  beef  down 
East,  and  any  distance  away  from  the  place  it  was  killed.  1 
will  say,  though,  for  your  information,  that  the  refrigerator  car 
did  not  come  for  some  time  after  the  cold  storage  came  for  the  keep- 
ing  of  meat.  That  was  done  for  a  long  time  before  the  refrigerator 
cars  came. 

Mr.  Decker.  I  understand  the  car  was  just  a  more  sanitary  and 
efficient  way  of  distribution? 

Mr.  Armour.  Yes,  sir. 

Mr.  Decker.  Well,  I  have  been  through  the  packing  houses,  but  I 
have  forgotten  most  everything  I  saw  diere.  It  seemed  to  me  they 
saved  everything  except  the  squeal.  You  havent  gotten  anything  to 
save  that  yet,  have  you  ? 
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Mr,  Armour.  No,  sir ;  we  haven't  anythinjg  for  that  yet. 

Mr.  Decker.  There  is  nobody  interested  m  your  company  now  ex- 
ceot  the  Armour  family;  isn't  that  correct? 

Mr.  Armour.  That  is  all. 

Mr.  Decker.  How  much  has  the  company  grown  in  the  last  10 
years,  in  proportion ;  have  you  gi*own  more  in  tne  last  10  years  than 
you  did  in  the  10  years  before  that? 

Mr.  Armour.  Do  you  mean  in  this  country  ? 

Mr.  Decker.  Well,  all  over  the  world.  I  am  speaking  of  your 
company  now. 

Mr.  Armour.  Well,  of  course,  we  have  grown  very  much  in  the  last 
10  years,  if  you  include  South  America.  We  have  only  been  in  South 
America  the  last  five  or  six  years.  I  think  the  company  has  grown  a 
great  deal,  a  very  great  deal. 

Mr.  Decker.  Now,  you  say  your  company  is  capitalized  for  about 
a  hundred  and  fifty-six  million  dollars.  Now,  I  want  to  ask,  just  as 
one  farmer  would  say  to  another  farmer,  "What  are  you  worth  ?" 
What  is  your  company  worth?    That  is  what  I  want  to  get  at. 

Mr.  Armour.  Mr.  Mayer  says  $173,000,000. 

Mr.  Decker.  About  a  hundred  and  seventy  million  dollars. 

Mr.  Armour.  That  is  what  he  said;  that  is,  if  you  are  talking 
about  this  country. 

Mr.  Decker.  No  ;  I  want  what  you  are  worth  all  over  the  world. 

Mr.  Armour.  Well,  I  do  not  know.  This  statement  covers  the 
company  in  this  country. 

Mr.  Decker.  Is  it  a  separate  company  in  this  country  from  what 
it  is  in  South  America? 

Mr.  Armour.  Yes,  sir. 

Mr.  Decker.  You  have  a  different  corporation  down  in  South 
America  ? 

Mr.  Armour.  Yes. 

Mr.  Decker.  How  much  was  your  father  worth  when  he  went  into 
the  business,  in  round  numbers?  I  do  not  want  to  be  personal,  but 
I  would  like  to  know,  if  you  care  to  answer  it. 

Mr.  Armour.  I  do  not  know  that  I  could  answer  that  question.  I 
was  not  around  then. 

Mr.  Decker.  You  are  a  public  institution. 

Mr.  Armour.  We  were  not  very  large. 

Mr.  Decker.  Would  a  million  dollars  cover  what  he  was  worth 
then?     That  was  a  pretty  rich  man  in  those  days,  was  it  not? 

Mr.  Armour.  I  really  do  not  know  how  much  he  was  worth ;  he  did 
not  have  very  much. 

Mr.  Decker.  What  do  you  mean  when  you  say  the  company  in  this 
country  is  worth  $170,000,000  ?  Is  that  mostly  in  good  will  and  the 
ability  to  make  a  reasonable  per  cent  on  $170,000,000,  or  have  you 
tangible  assets? 

Mr.  Armour.  I  think  I  can  answer  that  best  by  asking  you  to 
Icok  at  our  last  year's  statement,  which  I  think  will  answer  every 
question  you  want  to  ask,  if  you  have  not  already  seen  it.  No;  there 
is  not  any  good  will  in  there  at  all. 

Mr.  Decker.  You  say  there  is  no  good  will  in  there.  I  do  not 
mean  water.  But  if  you  have  not  got  your  good  will  in  there,  you 
are  worth  a  whole  lot  more  than  is  in  that  statement? 
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Mr.  Armoxtr.  No;  because  you  do  not  earn  on  good  will  in  our 
business. 

Mr.  Decker.  Why  not? 

Mr.  Armour.  I  do  not  know  why ;  but  if  a  fellow  only  earns  8  and 
10  cents  on  every  dollar,  and  9  per  cent  on  his  total  investment,  his 
good  will  is  not  worth  anything,  because  if  you  put  your  good  will 
down  it  would  cut  down  your  percentage  of  profit  so  low  that  no- 
body would  want  it  if  you  tried  to  sell  it 

Mr.  Decker.  Do  you  not  think  9  per  cent  is  a  good  profit  on  your 
investment? 

Mr.  Armour.  No;  on  a  manufacturing  business  most  decidedly 
not;  I  consider  it  very  low  on  a  manufacturing  business  and  on  a 
riskjr  business. 

Mr.  Dkckek.  You  get  vour  salaries,  besides  that  9  per  cent,  do  you 
not? 

Mr.  Armour.  Yes;  I  get  a  salary. 

Mr.  Decker.  Do  any  other  member's  of  the  family  get  a  salary  ? 

Mr.  Armour.  No:  well,  I  guess  they  get  salaries  if  they  are  worth 
them. 

Mr.  Decker.  I  do  not  mean  they  do  not  earn  them. 

Mr.  Armour.  No;  they  get  salaries.  I  am  perfectly  willing  to  tell 
what  my  salary  is,  if  you  want  to  know. 

Mr.  Decker.  I  would  like  to  have  somebody  to  do  as  well  for  me 
as  you  have  done  for  your  family.  I  do  not  mean  to  intimate  that 
you  have  not  earned  your  salary. 

Mr.  Armour.  Perhaps  you  would  like  to  know  what  my  salary  is. 

Mr.  Decker.  I  do  not  care  to  ask  you  that. 

Mr.  Hamilton.  I  will  ask  vou,  then. 

Mr.  Armour.  $15,000  a  year.    I  am  very  glad  to  tell  yon  that. 

Mr.  Hamilton.  I  am  not  interested. 

Mr.  Armour.  I  think  you  should  be  interested,  because  there  have 
been  a  lot  of  intimations  and  insinuations  that  there  were  big  sal- 
aties  paid  to  the  packers.  It  came  out  in  every  paper  in  the  Union 
that  tne  packers  paid  themselves  big  salaries  ana  tnereby  concealed 
some  of  their  profits.  That  is  why  I  am  glad  to  tell  you  what  my 
salary  is.  I  think  I  might  go  out'  and  get  a  salary  somewhere  else 
as  good  as  that.  I  do  not  know;  perhaps  somebody  else  might  not 
think  I  am  worth  that,  but  I  do  not  think  it  is  excessive.  In  lact,  for 
many  years  I  did  not  draw  any  salary  at  all.  I  tell  you  that  because 
then*  have  been  just  some  such  insinuations  that  have  gone  out,  that 
are  inirting  the  industry,  and  they  are  going  to  hurt  the  people.  That 
is  all.  Insinuations  have  gone  out  that  the  owners  of  this  business 
draw  big  salaries  and  thereby  they  can  afford  big  salaries,  because 
they  are  paying  them  to  them5?elves  and  they  are  getting  it  back  in 
the  way  of  dividends.    Now.  that  is  not  true.    You  have  read  that? 

Mr.  Dkckkk.  Yc»^. 

Mr.  Akmoi  K.  It  h:is  l>oen  in  cvorv  piqxM*  in  the  Vnion.  That  is 
unfair:  it  i'-  just  anotluM*  unfair  thin^  that  has  l>een  ^aid  apain^t 
the  packincr  iiHln-tiy,  and  if  the  paokinir  industry  does  not  prosper 
the  li\e-ratHe  indn-ii y  will  not  prrwpcr,  and  I  do  not  think,  after  all 
is  sail!  :in<l  doiit*.  an\l»ody  can  sny.  e\fn  the  p(*i>pl(»  that  are  a^^ainM 
us — an<l  thry  <lo  not  Know  ^»v(»n  tlie  pcopU*  that  are  tryinp  to  pid! 
down  the  indu-try  and  aiv  nnfri*'i;dly  to  n<.  ran  say  the  packer^" 
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profits  have  been  excessive  as  compared  to  any  other  industry.  I 
say  the  packers'  profits  are  less  than  the  profits  in  any  other  indus- 
tn\  For  instance,  I  would  like  to  tell  you  this,  our  inventory  of 
products,  supplies,  material,  and  everything  else  on  Xovember  2  was 
$150,000,000.  Now,  you  know  a  fellow  could  lose  $15,000,000  or 
$20,000,000  on  tluit  overnight  if  he  did  not  know  what  he  was 
doing.  I  suppose  you  know  that,  but  I  say  that  if  the  fluctuations 
were  very  great  the  amount  of  product  that  the  packers  have  to  carry 
on  hand,  the  percentage  of  profits  they  make  is  ver3%  very  small,  and 
I  do  not  know  of  any  other  industry  that  requires  the  money  put 
back  into  the  business  that  the  pacting  business  requires  to  make 
9  per  cent  on  their  total  investment,  and  the  only  reason  that  it  pays 
is  because  they  do  such  an  enormous  business.  If  we  did  a  small 
business,  9  per  cent  would  not  satisfy  anybody ;  it  could  not. 

Mr.  Decker.  I  would  like  to  ask  you  to  make  some  suggestions. 
You  asked  a  question  in  response  to  somebod}',  as  to  whether  they 
wanted  you  to  state  whether  it  was  a  good  thing  for  Armour  &  Co. 
or  for  the  country.  I  would  like  to  have  you,  m  just  a  frank  way, 
state  whether  you  have  any  suggestions  for  the  good  of  the  industry 
or  the  good  of  the  country  in  connection  with  this  industry,  anything 
you  may  have  to  state,  because  it  is  just  as  nuich  your  country  as  it  is 
our,  and  if  you  have  any  suggestions  we  would  be  glad  to  have  them, 
and  the  countrs^  would  be  glad  to  have  them. 

Mr.  AR3iorK.  That  is  a  very  difficult  thing  to  answer.  After  all  is 
said  and  done,  the  function  of  the  packer  is  simply  to  buy  the  live 
animal  and  sell  the  prepared  meat  or  the  prepared  goods,  which  they 
are  doing.  Now,  that  is  done  on  a  very,  very  small  margin  of  profit. 
Theoretically  a  man  could  probably  make  some  suggestions,  but 
whether  they  would  be  practical  or  not  would  remain  to  be  seen, 
and  I  do  not  know  that  I  know  just  what  those  suggestions  should  be, 
offhand,  now,  because  I  did  not  know  that  I  was  going  to  be  asked 
to  make  suggestions  as  to  the  future  of  the  business.  I  naturally 
and  very  honestly  think  that  as  far  as  the  packing  business  goes  the 
percentage  of  profit  that  remains  with  the  packers  does  not  hurt  the 
producer  or  hurt  the  consumer. 

That  does  not  say  that  prices  are  too  high  or  too  low.  That  might 
happen,  too;  prices  might  be  too  low  and  they  might  be  too  high; 
but  the  packers'  job,  what  they  are  asked  to  dp,  whether  the  Govern- 
ment owns  the  packers  or  anybody  else  owns  the  packers,  can  not 
be  done  on  less  than  it  is  now.  I  Imow.  I  do  not  say  I  think  at  all ; 
I  know.  You  may  think  I  have  a  good  deal  of  nerve  to  say  I  know, 
but  I  think  I  do  if  I  know  anything  at  all. 

Mr.  Decker.  In  the  first  place,  I  think  you  could  serve  the  com- 
mittee more  if  you  would  keep  away  from  the  impression  that  we  are 
hostile  to  you. 

Mr.  Armottb.  I  did  not  suppose  I  had  given  that  impression. 

Mr.  Decker.  You  do  give  that  impression — ^that  you  are  on  trial. 
You  are  not  on  trial  with  us,  any  more  than  any  other  citizen 
would  be. 

Mr.  Abmoxtb.  I  did  not  say  I  was  on  trial  here.  I  do  say  I  am 
on  trial  with  the  Federal  Trade  Commission,  and  I  have  every  reason 
to  say  that,  because  of  their  attitude.  I  am  not  on  trial  here.  In 
f aety  I  think  all  you  gentlemen  have  been  most  friendly  and  courte- 
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ous  to  me,  and  I  am  sorry  if  my  attitude  has  appeared  that  -way.  It 
has  not  been  my  feeling  at  all;' but  I  do  say,  and  I  am  justified  in 
^^J^^gj  that  I  have  been  on  trial,  without  a  chance  to  be  heard,  by 
the  Federal  Trade  Commission. 

Mr.  Montague.  You  mean  by  the  Federal  Trade  Commission  f 

Mr.  Armour.  Yes. 

Mr.  Decker.  Let  me  ask  vou  about  that  investigation.  Did  they 
ever  give  you  a  chance  to  tell  them  what  you  are  telling  us  ? 

Hr.  Armour.  No.  One  day  I  came  down  to  Washington  with  Mr. 
Maver.  and  we  called  on  the  Federal  Trade,  and  there  was  Mr.  Colver 
and  Mr.  Fort  there,  and  I  tried  to  tell  them  something  about  the 
business.  They  heard  that,  and  that  is  all.  But  what  I  complain 
of,  and  I  think  justlj,  and  you  would  do  the  same  thing  if  you  were 
in  my  position,  is  this  trial  through  the  newspapers,  and  sajmg,  ^  Of 
course,  the  packers  are  thus ;  we  n>und  this,  ana  naturally  is  not  that 
so ;  are  not  the  packers  thus  and  so  ? "  You  have  seen  that ;  and  I 
claim  that  is  uniair. 

Mr.  Decker.  Yes ;  that  is  unfair. 

Mr.  Armour.  Because  it  creates  a  prejudice  in  the  minds  of  the 
people  that  should  never  exist.  There  is  no  reason  for  its  existing. 
They  have  started  out  to  hurt  the  packers — Ood  knows  why;  I  do 
not  Know.  Perhaps  they  think  they  are  doing  something  for  some- 
bodv,  but  they  are  not 

Mr.  Decker.  Did  any  of  the  newspapers  give  you  a  chance  to  tell 
your  side  of  it? 

Mr.  Armour.  No.  I  am  not  going  to  mention  names,  but  we  gave 
out  a  few  statements  once  in  a  while  through  the  newspapers. 

Mr.  Decker.  How  did  vou  do  that;  did  you  have  to  advertise? 

Mr.  Armour.  Xo;  the  Cliicago  papers  took  it. 

Mr.  Decker.  The  Kansas  City  papere  would  take  Hi 

Mr.  Armour.  I  do  not  know:  I  guess  so.  It  went  out  over  the 
news. 

Mr.  Decker.  The  Kansas  City  Star  would  state  anything  on  the 
front  page  that  anv  packer  had  to  sav  about  an  industry  in  Kansas 
City? 

Mr.  Armour.  I  do  not  know.  We  sent  it  through  the  Associated 
Press. 

Afr.  Maykr.  May  T  he  permitted,  Mr.  Armour,  to  answer  that 
quest  if  )n? 

Mr.  Armour.  Yes. 

Mr.  Mav>:r.  T  made  a  special  trip,  gentlemen  of  this  committee, 
to  the  general  manager  of  the  Associated  Pres*^.  Mr.  Mehnlle  E. 
Stone.  I  went  to  New  York  to  see  him.  I  had  a  right  to  see  Mr.  Stone, 
bocaus<»  for  some  time  my  firm  had  been  at  times  of  counsel  for  the 
A<s(KMate(l  Pre-s  in  Chicago,  when  it  existed  and  did  business  in 
Illinois  as  an  Illinois  company.  I  knew  Mr.  Stone  so  well  that  we 
called  ea' h  other  by  our  first  names,  and  I  have  known  him  many 
years.  I  told  him  the  way  in  which  the  Federal  Trade  Conmiission 
was  |>rocee<ling.  the  manner  in  which  it  was  examining  witnesses 
without  permitting  us  to  attend  to  examine  or  to  cross-examine 
or  explain  or  answer,  was  a  gross  injustice,  a  very  serious  injnstioe. 
H(»  seemed  to  agree  with  me.  We  came  to  an  understanding — I 
thought  we  did,  that  is — ^that  we  might  reply  to  the  day's  proceedings 


GOVERNMENT  CONTROL  OF  MEAT-PACKING  INDUSTRY.         749 

before  the  Federal  Trade  inquiry.  You  may  remember  that  at  that 
time  inquiries  were  proceeding  all  over  the  country,  in  Boston  and 
New  York,  in  Philadelphia  and  Chicago,  and  possibly  farther  west. 
After  I  returned  home  I  received  a  letter  from  the  assistant  manager, 
Mr.  Martin,  saying  that  they  could  not  consent  to  the  packers,  or 
Mr.  Armour,  or  me  speaking  for  Mr.  Armour,  making  any  state- 
ment unless — and  in  that  I  do  not  mean  to  criticize  him ;  I  think  he 
was  right  on  reflection — unless  he  could  report  our  statement  as 

f'lven  in  an  open  hearing.  In  other  words,  that  the  Associated 
ress,  which  we  all  Imow  is  the  great  instrumentality  for  the  distri- 
bution of  news  throughout  the  country,  some  2,000  papers,  could  only 
publish  testimony  or  statements  made  before  a  public  body,  as  Mr. 
Armour  has  been  giving  his  testimony  here. 

Thereupon  Mr.  Armour  and  I  went  to  Washington.  We  saw  two 
members  of  the  Federal  Trade  Commission,  both  honorable  men, 
both  meaning  to  do  right  as  they  see  it,  and  explained  to  them ;  and, 
gentlemen  of  the  committee,  I  wrote  a  personal  letter  to  the  Presi- 
dent of  the  United  States  upon  the  subject.  We  could  get  no  pub- 
licity in  any  way,  except  occasionally  Mr.  Armour  would  issue  a 
statement  or  5  or  10  or  20  lines  denying  some  particular  charge  of 
some  heinous  felony  which  the  Federal  Trade  Commission  and  ex* 
aminers  were  exploiting  in  their  propaganda  to  Jhe  public.  We 
could  get  no  opportunity,  and  when  this  committee  was  appointed 
Mr.  Armour  and  I,  as  his  attorney,  hailed  with  pleasure  that  words 
can  hardly  describe  the  opportimity  which  Mr.  Armour  would  receive 
at  your  hands,  for  the  first  time  in  his  existence,  an  opportunity  to 
tell  the  facts  to  the  people. 

Mr.  Armour.  That  is  the  real  history  of  it. 

Mr.  Decker.  Have  you  ever  thought,  Mr.  Armour,  what  would  be 
the  effect  on  a  big  industry  like  yours  if  there  were  some  instru- 
mentality of  the  &ovemment  for  stabilizing  the  market?  For  in- 
stance, you  spoke  ai)provingly  of  what  the  Food  Administration  did, 
about  fixing  the  price  of  hogs  to  stimulate  the  production.  When 
you  are  dealing  with  an  essential  food  supply  like  meat,  would  it 
be  possible,  do  you  think,  to  fix  a  price,  or  stabilize  it,  whatever 
you  may  call  it,  m  time  of  peace?  It  would  not  affect  your  business, 
would  it? 

Mr.  Armour.  You  see,  the  Food  Administration  is  in  a  different 
position  than  the  Government  or  anybody  else  would  be  in  time  of 
peace.  The  reason  the  Food  Administration  can  fix  the  price  of  meat 
and  hog  products  is  because  they  also  have  the  giving  out  of  the  orders. 
As  I  say,  all  we  want  is  to  know  that  we  can  sell  our  product.  Now, 
if  there  is  some  arrangement  that  can  be  made  to  fix  the  price  of 
live  stock  according  to  what  it  cost  to  make  it,  we  would  oe  glad 
to  enter  into  any  arrangement  of  that  kind,  providing  we  would 
know  that  we  could  sell  our  products  and  the  price  was  not  fixed 
so  high  that  the  consumer  would  not  eventually  buy  it.  As  an 
illustration,  you  will  see  from  our  statement  that  we  have  $150,- 
000,000  worth  of  supplies  and  different  things  on  hand.  That  repre- 
sents a  great  many  million  pounds  of  meat.  The  Food  Administra- 
tion can  fix  the  prices,  because  they  have  the  giving  out  of  enough 
orders  from  the  loreign  countries  and  from  the  United  States,  orders 
that  go  through  their  hands,  that  will  take  a  certain  amount  of  that 
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product  off  our  hands  at  a  certain  price,  so  that  we  are  willing  ta 
run  the  chances  of  selling  the  rest  through  our  different  channels. 
Do  I  make  that  plain? 

Mr.  Decker.  Of  course,  that  does  not  apply  to  your  industry  anv 
more  than  it  does  to  grain  and  bread. 

Mr.  Armour.  We  are  not  alone  in  that. 

Mr.  Montague.  And  to  coffee  in  Brazil;  they  have  tried  it  down 
there. 

Mr.  Armour.  They  have  tried  it  down  there ;  yes.  And  I  am  told 
that  it  is  going  to  cost  the  Government  a  ^eat  deal  of  money  as  a 
result  of  the  fixing  of  the  price  of  wheat ;  I  mean,  they  will  not  be 
able  to  sell  this  wheat.  I  do  not  say  it  was  not  a  good  thin^  to  fix 
the  price  of  wheat ;  I  think  it  was.  If  you  fix  the  price  of  wheat  or 
corn  or  anything  else  at  a  certain  figure  and  >^ou  are  not  able  to  havi 
somebody  come  and  eat  it  up,  you  are  left  with  a  lot  of  high-prioed 
material. 

Mr.  Decker.  And  the  taxpayers  have  to  make  up  for  it? 

Mr.  Armour.  Absolutely,  somebody  does.  But  I  do  not  say  that 
there  is  not  something  that  can  be  worked  out  on  that  line.  It  might 
be  infinitely  better  if  there  were  some  way  that  would  allow  the  pack- 
ers and  the  producers  to  get  together  and  arrange  for  a  certain  period 
a  price.  Ox  course,  we  can  not  do  that  after  the  war  is  over.  It  is 
done  for  us  now*  but  the  minute  the  packers  and  the  producers  should 
get  together  it  would  be  against  the  law.  Suppose  we  wanted  to  get 
together,  the  producers  and  the  packers,  and  after  the  war  was  over 
the  producers  would  say,  "  We  want  you  to  pay  10  cents  for  hogs,"* 
and  the  packers  would  say,  "All  right,  we  will  start  off  with  10  cenU^ 
and  see  now  the  trade  is.'  That  might  be  greatly  to  the  benefit  of 
the  country,  and  still  it  would  be  against  the  law ;  we  could  not  do  it. 
You  know  that.  We  could  not  do  it,  and  still  it  might  be  a  very 
beneficial  thing  for  the  country. 

Mr.  Decker.  I  think  that  is  all. 

The  CiiAiRMAN.  Mr.  Dillon,  have  you  any  questions  to  ask?  There 
are  six  members  of  the  committee  who  have  not  had  opportunity  to 
make  inquiries  yet,  and  I  hope  you  will  use  as  much  dispatch  as 
possible. 

Mr.  Dillon.  I  will  not  take  very  long  if  the  witness  will  make  his 
answers  responsive.  Mr.  Armour,  I  understood  you  to  say  you  had 
no  opportunity  granted  you  for  a  hearing  by  the  Federal  Trade 
Commission? 

Mr.  Armour.  We  did  not  get  any  hearing ;  no. 

Mr.  Dillon.  You  permitted  them  to  examine  your  books,  did  you  f 

Mr.  Armour.  Yes,  sir. 

Mr.  Dillon.  Did  that  include  your  files? 

Mr.  Armour.  Yes. 

Mr.  Dillon.  I  notice  in  the  report  of  the  Federal  Trade  Commis- 
sion various  documents  that  came  from  the  packers  tending  to  show, 
as  claimed  by  the  commission,  a  combination.  How  did  the  Federal 
Trade  Commission  get  those  documents? 

Mr.  Armour.  I  do  not  think  they  ever  did  get  any  documents  to 
show  a  combination. 

Mr.  Dillon.  You  have  read  some  of  these  documents  that  they 
print  in  the  report,  have  you  not  ? 
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Mr.  Armoub.  Yes. 

Mr.  DiLiiON.  You  do  not  know  how  the  Federal  Trade  Commis- 
sion got  those  documents  or  letters? 

Mr.  Armour.  They  got  them  out  of  the  files,  I  suppose. 

Mr.  Dillon.  Do  vou  think  the  packers  voluntarily  surrendered  all 
these  documents  referred  to  by  the  trade  commission  ? 

Mr.  Armour.  Why,  yes.  Of  course,  I  am  talking  for  Armour  & 
Co. ;  I  do  not  know  about  anybody  else. 

Mr.  Dillon.  I  do  not  find  any  documents  coming  directly  from  the 
Armour  Co. 

Mr.  Armour.  Then  I  do  not  know  anything  about  that. 

Mr.  Dillon.  But  I  do  find  them  from  some  other  of  the  packers. 

Mr.  Armouil  I  could  not  answer  as  to  them. 

Mr.  Dillon.  And  it  seemed  strange  to  me  that  the  Federal  Trade 
Commission  had  secured  those  documents.  Now,  I  want  to  know 
about  how  the  price  is  fixed  in  the  Chicago  market  for  the  buying  of 
stock.     I  want  to  get  that  clearly  before  the  committee. 

Mr.  Armour.  It  is  not  fixed. 

Mr.  Dillon.  How  is  it  arrived  at  from  day  to  day  ? 

Mr.  Armour«  It  is  fixed  by  the  supply  and  demand. 

Mr.  Dillon.  Let  us  get  at  just  who  s^nds  out  the  report  and  how 
they  arrive  at  the  amount  of  the  bid  that  is  to  start  each  day. 

Mr.  Armouil  Our  buyers  go  out  and  bid  what  they  think  they  can 
buy  the  cattle  or  the  hogs  for. 

Mr.  Dillon.  Who  are  the  parties  that  initiate  the  price-fixing 
arrangement  for  the  coming  day  ? 

Mr.  Armour.  There  is  not  any  price-fixing  arrangement  and  there 
is  not  anybody  who  initiates  the  price.  That  rests  entirely  with  the 
man  who  goes  out  and  does  the  buying^  our  different  buyers. 

Mr.  Dillon.  Now,  all  these  commission  merchants  in  Chicago 
belong  to  a  live-stock  exchange  ? 

Mr.  Armour.  Yesj  sir. 

Mr.  Dillon.  Have  you  a  representative  upon  that  exchange? 

Mr.  Armour.  I  think  so ;  we  nave  members  of  it ;  yes. 

Mr.  Dillon.  Is  there  any  commission  man  on  the  market  in  Chi- 
cago who  does  not  belong  to  that  exchange? 

Mr.  Armour.  I  do  not  think  there  is,  but  I  do  not  know. 

Mr.  Dillon.  What  is  the  price  for  a  seat  in  that  exchange,  or 
ownership  of  stock  entitling  a  man  to  admission  to  that  exchange? 

Mr.  Armour.  It  used  to  be  $100;  I  do  not  know  what  it  is  now. 
It  may  have  gone  up.    I  do  not  know. 

Mr.  Dillon.  How  many  men  of  your  company  are  in  that  stock 
exchange? 

Afr.  Armour.  Well,  I  do  not  know.  Our  buyers  are  members  of 
the  exchange;  maybe  5,  maybe  10,  maybe  15. 

Mr.  Dillon.  All  of  the  other  packers,  I  understand,  also  have 
membership  in  that  exchange? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dillon.  Under  the  rules  of  that  exchange  the  commission 
rates  are  fixed  ? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dillon.  No  member  of  that  exchange  can  make  a  reduction 
of  his  commission? 
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Mr.  Armour.  I  understand  not. 

Mr.  Dillon.  He  can  not  even  shade  it  to  the  extent  of  a  telegranu 
can  he,  under  the  rules  and  regulations  ? 

Mr.  Armour.  I  do  not  think  so,  but  I  am  not  sure. 

Mr.  Dillon.  That  is  the  way  I  understand;  that  is  the  same  in 
reference  to  chambers  of  commerce. 

Mr.  Armour.  I  think  that  is  right. 

Mr.  Dillon.  And  also  the  grain  exchanges.  Now,  under  those 
rules  and  regulations,  where  the  market  is  left  off  upon  the  day  it  is 
taken  up  again  at  the  same  price  the  next  day,  is  it  not? 

Mr.  Armour,  Well,  of  course,  yes;  broadly  speaking,  every  day  has 
its  own  price,  because  it  depends  entirely  upon  the  supply. 

Mr.  Dillon.  Under  those  rules  and  regulations  can  anybody  bid 
above  that  price  before  the  market  opens  on  the  following  day  ? 

Mr.  Armour.  Well 

Mr.  Dillon.  I  have  made  somewhat  of  a  study  of  these  grain  ex- 
changes, and  I  want  to  see  how  closely  these  live-stock  association^ 
are  similar  to  the  grain  exchanges. 

Mr.  Armour.  I  will  tell  you.  The  grain  exchanges  and  the  live- 
stock exchanges  are  two  dinerent  things.  There  are  all  kinds  of  live 
stock,  and  there  are  not  any  different  kinds  of  grain,  because  you 
buy  wheat  and  pay  $1.50  or  $1.75  for  it.  I  do  not  mean  that  there  are 
not  different  grades  of  wheat,  but  there  are  all  different  kinds  of 
grades  of  live  stock,  and  the  prices  paid  to-morrow  have  no  reference 
to  the  prices  paid  yesterday. 

Mr.  Dillon.  For  instance,  the  low  price  closes.  Now,  to-morrow 
morning,  before  the  market  opens,  can  a  commission  man  that  belongs 
to  the  live-stock  exchange  go  out  and  offer  an  increased  price  over 
yesterday's  price,  before  the  market  opens? 

Mr.  Armour.  Yes ;  there  is  no  time  for  the  market  to  be  opened  in 
the  morning,  but  there  is  a  time  for  the  market,  to  close  at  night.  I 
understand  they  try  to  close  at  3  o'clock.  A  man  can  go  out  at  day- 
light and  buy  cattle  at  any  price. 

Mr.  Dillon.  That  answers  my  question.  I  do  not  think  that  is 
true  on  the  grain  exchanges. 

Mr.  Armour.  I  do  not  know. 

Mr.  Dillon.  You  are  interested  in  numerous  markets? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dillon.  What  instructions  do  you  give  each  of  those  market*^ 
upon  early  morning? 

Mr.  Armour.  We  have  a  head  buyer  in  Chicago,  who  buys  all  our 
hogs.  We  have  one  man  who  is  our  head  hog  buyer,  and  we  have  a 
head  cattle  buyer  and  another  man  who  is  our  head  sheep  buver*  and 
at  all  the  different  markets  we  have  a  staff  of  buyers,  and  all  the  cattle 
buyers  are  under  the  direction  of  our  head  cattle  buyer  in  Chicago. 
and  I  know  he  does  not  give  any  instructions,  except  if  he  sees  the 
run  is  prettv  heavy  he  might  say,  "  I  think  you  ought  to  buy  catth' 
lowerj'^but  he  does  not  give  the  price  to  be  paid  for  cattle. 

Mr.  Dillon.  A^e  you  sure  of  that?  The  reason  I  want  to  impress 
that  on  your  mind  is  that  this  Federal  trade  report  controverts  ymir 
po.«^Hion  on  that. 

Mr.  Armour.  I  am  absolutely  sure.  I  am  absolutely  sure  the  man 
in  Chicago  does  not  tell  a  man  anywhere  else  what  price  to  pay  for 
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stock.  He  only  states  in  a  very  general  way,  "You  ought  to  buy 
cattJe  lower  or  hii^her/' 

Mr.  Dillon.  The  report,  then,  is  based  upon  thp  instruction  to 
pay  higher  or  lower.  Does  the  head  buyer  for  the  cattle  say  to  lower 
the  price? 

Mr.  Armour.  He  may  say  so  and  it  still  not  be  lowered. 

Mr.  Dillon.  Does  he  also  say  to  raise  the  price  ? 

Mr.  Armour.  He  does  not  say  that  in  those  exact  words. 

Mr.  Dillon.  What  I  am  getting  at  is  how  your  buyer  in  Sioux 
City  will  know  what  to  bid  unless  he  has  some  instructions  from 
your  central  office? 

Mr.  Armour.  He  does  not  get  any  instructions.  He  has  to  buy 
cattle  on  the  Sioux  City  market  at  about  what  they  are  worth.  If 
he  tries  to  bid  lower  than  they  are  worth,  somebody  else  comes  in, 
either  at  Sioux  City  or  from  -somewhere  else,  and  bujrs  them,  either 
on  the  Sioux  City  market  or  at  some  other  place  and  ships  them  alive. 
Those  orders  are  given  our  cattle  buyers — only  general  orders.  A 
man  buying  cattle  m  Sioux  City  or  in  Omaha  has  got  to  buy  them  on 
the  market.  He  does  not  get  any  orders  as  to  what  to  pay  for  them. 
If  the  man  who  is  buying  cattle  does  not  know  how  to  buy  them,  he 
does  not  hold  his  position  very  long;  we  will  have  to  get  somebody 
else. 

Mr.  DnjLON.  Your  packing  associates  have  similar  methods  to 
those  you  have  described  ? 

Mr.  Armoxtr.  I  would  naturally  think  so ;  that  would  be  the  natural 
way  of  doing  things. 

Mr.  DnxoN.  I  want  to  call  your  attention  now  to  a  statement  that 
you  have  made  on  page  50  of  your  printed  original  testimony.  Speak- 
ing about  the  Denver  transaction  you  say,  starting  at  the  bottom  of 
page  49 : 

In  .Tilly,  1912,  the  laws  regarding  corporations  and  such  were  so  Interpreted 
as  to  make  it  necessary  for  the  various  packers  to  discontinue  the  joint  owner- 
ship of  the  national,  and  so  the  concern  was  voluntarily  dissolved  and  its 
component  parts  were  distributed  among  the  owners  with  the  knowledge  and 
approval  of  the  Government.  The  holdings  in  Denver  were  dfvided  thus :  Bonds 
on  the  stockyards  to  Morris  &  Co.,  common  stock  of  the  yards  equally  between 
Armour  and  Swift  and  the  two  plants — one  to  Armour  and  the  other  to  Swift. 

That  is  correct,  is  it? 

Mr.  Armour.  Yes,  sir. 

Mr.  DiUiON.  Now,  there  is  a  letter  here  that  has  been  called  the 
"fifty-fifty  letter."     You  remember  that? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dillon.  In  that  letter,  purporting  to  come  to  you  from  P.  D.  A., 
which  I  take  it  to  be  Armour 

Mr.  Armour.  That  is  my  nephew. 

Mr.  DnxoN.  In  that  he  says : "  Swift's  plant,  from  what  I  hear  and 
from  the  little  I  saw  of  it,  is  far  ahead  of  ours,  both  as  to  the  size  and 
condition." 

He  means  by  that  that  Swift  &  Co.  got  a  better  plant  than  you  got  in 
the  dividing  up.    You  backed  that  up  and  you  confirm  that? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dillon.  Beading  further,  the  letter  says :  "  Of  course,  as  you 
know,  everything  here  is  done  on  a  fifty-fifty  basis,  and  with  the  facili- 
ties we  have  it  is  almost  impossible  to  keep  up  this  ratio."    You  did 
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not  make  it  plain  ]^esterday  as  to  what  you  mean,  or  what  is  meant  by 
that  fifty-fifty  basis.    I  wish  you  would  explain  further. 

Mr.  Armour.  When  the  National  Packing  Co.  was  in  operation  there 
were  two  packing  houses  at  Denver,  one  called  the  Colorado  Packing 
Co.  and  the  other  called  the  Western,  and  these  packing  houses  were 
run  by  the  National  Packing  Co.,  and  the  amount  of  business  done  by 
each  one,  although  one  was  a  little  larger  than  the  other,  was  prac- 
tically the  same,  if  not  the  same;  and  on  the  dissolution  of  the  Na- 
tional Packing  Co.  Morris  took  the  bonds  on  the  Denver  stockyards, 
and  we  took  the  Colorado  Packing  Co.,  and  Swift  took  the  Western 
Packing  Co.,  and  naturally  when  Swift  took  his  and  the  Armour  Co. 
took  theirs  we  naturally  wanted  to  do  the  business  that  was  done  by 
the  National  Packing  Co.  with  these  houses,  and  that  was  on  an  equal 
basis,  and  we  ran  along  and  did  it  that  way.  We,  of  course,  might 
naturally,  as  I  think  anyone  else  would  in  taking  a  house,  would  do 
the  same  kind  of  business  that  company  was  doing  when  they  wen* 
under  the  management  of  the  National  Packing  Co.,  and  that  is  what 
he  meant  by  fifty-fifty. 

Mr.  Dillon.  Did  he  not  mean  this,  to  put  it  in  my  language :  That 
your  institution  was  getting  one-half  of  the  cattle  purchased,  and  that 
Swift  &  Co.  was  getting  the  other  half  of  the  cattle  purchased. 

Mr.  Armour.  Buying  it,  yes ;  buying  it — ^not  getting  it. 

Mr.  Dillon.  I  mean,  buying  it? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dillon.  You  insisted;  and  they  always  insisted  that  in  certain 
markets  you  must  have  your  share  in  it? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dillon.  And  the  share  in  Denver  was  50  by  50? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dillon.  Now,  your  nephew  was  saying  to  you  in  this  letter 
that  in  order  to  hold  that  and  avoid  a  row,  you  must  increase  your 
facilities  there  or  improve  your  property  ? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dillon.  Is  not  that  the  correct  interpretation  of  his  letter  i 

Mr.  Armour.'  Yes,  sir. 

Mr.  Dillon.  Well,  that  is  my  interpretation  of  it. 

Mr.  Montague.  How  many  packing  houses  were  there? 

Mr.  Armour.  Two. 

Mr.  Dillon.  Now,  I  got  to  Fort  Worth,  Tex.,  and  there  is  a  plant 
which  you  own,  and  there  is  also  a  plant  owned  by  the  Swifts.  Yoa 
both  went  in  there  at  the  same  time? 

Mr.  Armour.  Yes,  sir. 

Mr.  DnxoN.  Your  plants  were  about  equal  in  size! 

Mr.  Armour.  They  were  equal  in  size. 

Mr.  Dillon.  And  the  arrangement  at  Fort  Worth,  Tex.,  was  that 
you  should  have  about  half  the  purchases,  and  Swift  half,  approxi- 
mately ?    You  insisted  upon  that,  did  you  ? 

Mr.  Armour.  Yes,  sir- 
Mr.  Dillon.  And  Swift  insisted  he  was  entitled  to  a  like  portion  t 

Mr.  Armour.  Yes,  sir. 

Mr.  Dillon.  There  were  no  other  packers  there  at  Forth  Worth 
except  vou  two  institutions? 

Mr.  Armour.  That  is  correct 
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Mr.  DhjLON.  I  see  you  answered  to  some  of  the  questioned  pro- 
pounded, or  statements  arrived  at,  by  the  Federal  Trade  Commission. 
The  first  is  in  reference  to  splitting  shipments. 

Mr.  Armour.  What  page  is  that  on,  Mr.  Dillon? 

Mr.  Dn-LON.  On  page  52.  You  mean  by  split  'shipments  that  a 
shipper  will  send  a  certain  portion  of  his  shipment,  say,  to  Sioux 
City,  and  a  certain  portion  to  Omaha  ?  That  is  the  meaning,  as  illus- 
trative of  what  is  meant  by  splitting  shipments,  is  it  hot? 

Mr.  Armour.  Yes,  sir. 

Mr.  DnxoN.  Now,  if  that  shipper  does  not  sell  his  stock  upon  the 
Sioux  City  market,  he  may  possibly  ship  to  Omaha? 

Mr.  Armour.  Yes,  sir. 

Mr.  DiiiLON.  Your  company  then  informs  the  Omaha  Stock  Ex- 
change, or  you  inform  your  institution  by  telegraph  of  that  shipment? 

Mr.  Armour.  I  think  so;  ves,'sir. 

Mr.  DnxoN.  Do  you  think  that  is  fair? 

Mr.  Armour.  W^y,  most  decidedly.  If  there  is  a  shipment,  we  do 
not  know  whether  it  is  a  split  shipment  or  not.  We  naturally  would 
tell  a  man  when  any  cattle  was  snipped  from  Omaha  or  Sioux  City 
to  Kansas  City  where  we  have  a  plant;  it  is  part  of  our  business  to 
tell  him  what  the  cattle  were  bringing  there. 

Mr.  Dillon.  And  if  the  cattle  leaves  you  for  a  better  market,  you 
give  the  information  as  to  where  you  think  they  are  to  go? 

Mr.  Armour.  It  must  be  a  better  market  or  the  'man  hopes  it  will 
be  a  better  market. 

Mr.  Dillon.  He  hopes  that,  naturally. 

Mr.  Armour.  Yes,  sir. 

Mr.  Dillon.  And  he  may  realize  his  hopes  or  may  not. 

Mr.  Armour.  Yes,  sir. 

Mr.  Dillon.  You  instantly,  by  telegram,  give  information  to  the 
city  to  which  he  has  shipped? 

Mr.  Armour.  I  think  so ;  yes. 

Mr.  Dillon.  Now,  I  want  to  divert  a  moment  and  put  a  concrete 
case  to  you  as  to  how  the  lumber  people  do  business  likewise.  For 
instance,  in  some  towns  in  South  Dakota  there  are  lumber  dealers,  and 
I  will  say  in  a  certain  town  there  are  three  lumber  houses.  A  man 
goes  to  one  plant  and  they  give  him  a  statement  as  to  what  they  will 
furnish  that  bill  of  lumber  for.  He  takes  that  statement  and  starts 
out  to  another  plant,  and  in  the  meantime  that  first  company  tele- 
phones to  the  other  company  that  the  man  is  on  the  road,  probably, 
and  that  a  certain  price  has  been  quoted  for  this  bill  of  lumber. 

Mr.  Armour.  Do  you  mean  this  same  company  or  to  somebody  else? 

Mr.  Dillon.  He  telephones  to  the  .other  company  and  there  are 
three  companies  in  the  same  town.  Do  you  think  that  that  is  bad 
business  dealing  ? 

Mr.  Armour.  That  is  entirely  different. 

Mr.  Dillon.  Well,  wherein  it  is  different? 

Mr.  Armour.  Well,  because  in  that  case  he  does  not  telegraph  his 
<iwn  company.  He  telegraphs,  or,  rather,  telephones  to  somebody 
else.  That  is  an  entirely  different  case  and  has  no  bearing  in  my 
opinion  on  this  matter  because  it  would  not  be  an  identical  case  at 
aU. 

Mr.  Dillon.  Wouldn't  it  have  a  tendency,  although  it  might  be 
remote,  to  show  that  there  was  cooperation  between  those  companies? 
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Mr.  Armour.  I  think  it  would  have  a  great  bearing  to  show  that 
there  was  cooperation  between  those  three  companies. 

Mr.  Dillon.  As  to  the  lumber  companies? 

Mr.  Armour.  Yes,  sir;  I  think  so.  But  we  do  not  telegraph  to 
other  companies.  We  telegraph  to  our  own  company,  to  Armour  & 
Co.  These  gentlemen  are  interested  to  know,  for  instance,  if  they 
had  bid  13  cents  on  cattle  at  Sioux  City  and  that  didn't  satisfy  the 
owner.  It  is  natural  that  he  would  want  to  know  if  he  made  his  bid 
too  low.    lie  would  say,  ''I  bid  13  cents  on  Bill  Smith's  cattle" 

Mr.  Dillon  (interposing).  Who  is  he  telegraphing? 

Mr.  Armour.  We  telegi-aph  our  own  house  only. 

Mr.  Dillon.  Taking  the  lumber  yard  proposition  which  I  have 
submitted*,  where  there  are  three  in  the  same  town  and  one  telephones 
to  the  other  as  to  the  bid  he  has  offered,  and  when  the  man  goes  to 
the  second  lumber  yard  the  price  quoted  is  substantially  the  same 
or  a  little  lower  or  a  little  higher,  would  you  think  that  was  rather 
prima  facie  evidence,  so  to  speak,  of  a  combination  among  the  lum- 
ber vards  in  that  town? 

Air.  Armour.  Well,  of  course,  I  can  not  answer  about  that,  be- 
cause I  do  not  know  anything  about  the  conditions  of  the  lumber 
business.  I  can  only  answer,  and  I  am  not  trying  to  evade  your 
<]uestion  at  all,  but  want  to  answer  it,  but  as  I  say  I  can  only  answer 
about  our  business,  and  that  if  there  is  a  bunch  of  cattle  that  was 
offered  to  our  man  at  13  cents,  and  he  thought  they  were  too  high, 
sav  in  Sioux  City,  and  they  were  shipped  to  Kansas  City  or  to  any 
other  market,  it  would  be  our  man's  duty  to  wire  our  heaa  buyer  and 
say,  '^  I  have  offered  13  cents  for  these  cattle  but  I  couldn't  buy  them 
and  they  have  gone  to  Kansas  City." 

Mr.  Dillon.  And  Swift  does  likewise? 

Mr.  Armour.  I  do  not  know  what  Swift  does. 

Mr.  Dillon.  Do  you  think  that  other  packers  probably  do  the  same 
kind  of  business  < 

Mr.  Armour.  I  think  it  is  quite  likely. 

Mr.  Dillon.  That  is  what  the  Federal  Trade  Commission  says. 

Mr.  Armour.  But,  listen,  there  are  some  things  that  are  legitimate 
and  some  thin^  that  are  not.  If  you  own  a  packing  house,  or  a 
store,  or  anything  else,  you  naturally  know  what  you  want  to  bid  for 
ffoods.  If  you  own  a  hat  store  you  know  what  you  want  to  bid  for 
hats.  That  would  be  quite  natural,  I  think.  Our  cattle  buyer  at 
Omaha,  or  at  Sioux  City,  might  have  bid  too  low,  and  when  the  cat- 
tle arrive  there  we  might  be  willing  to  bid  more,  and  we  might  say, 
'^  You  are  not  bidding  the  market  on  the  cattle.  You  ought  to  have 
bid  more  and  bought  those  cattle  and  not  let  them  get  away." 

Mr.  Dillon.  On  page  52  you  say : 

It  i**  true.  iKiwevcM'.  tliat  if  tin*  huytT  at  (>inaii:i  should  ^ot  the  cattle  for  $13 
a  liuiu]ri*4hvH^ht  uiiilo  tlio  mnii  at  St.  Joseph  paid  $13.10,  their  boas  would 
want  to  know  how  his  buyers  came  to  difTer  p(»  iiiu<'h  as  to  the  value  of  tbe 
animals. 

Now,  isn't  that  a  combination  on  your  part,  or  possibly  you  did 
not  mean  that  and  would  like  to  correct  it.    How  aoout  it? 
Mr.  Ahmour.  No;  I  think  I  mean  just  exactly  that. 
Mr.  Dillon.  Well,  let  us  analyize  tnat  a  little. 
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Mr.  Armour.  You  want  to  know  what  is  meant  by  the  statement : 

It  Is  true,  however,  that  if  the  buy.er  at  Omaha  should  get  the  cattle  for 
$13  a  hundredweight,  while  the  man  at  St.  Joseph  pays  $13.10,  their  boss  would 
want  to  know  how  his  buyers  came  to  differ  so  much  as  to  the  value  of  the 
animals. 

Is  that  what  you  want  to  know  .about? 

Mr.  Dillon.  Do  you  say  without  any  instructions  from  your  Chi- 
cago office  your  St.  Joe  office  and  your  Omaha  office  would  know 
identically  what  each  animal  is  worth  upon  each  of  those  markets? 

Mr.  Armour.  No;  but  he  would  know  in  a  very  general  way.  I 
do  not  know  how  much  you  know  about  buying  cattle  and  I  say 
this,  very  respectfully,  that  cattle  buying  is  not  done  by  any  order 
to  pay  13  cents  or  12^  cents  or  14  cents  a  pound  for  them.  There 
are  all  kinds  of  cattle.  You  might  buy  some  cattle  at  13  cents  a 
pound  and  it  would  be  very  high  for  them,  and  other  cattle  you 
might  pay  13J  cents  for  and  they  might  be  cheap.  I  do  not  know 
whether  I  explained  the  matter  to  you  properly  but  I  want  to  do 
it  if  I  can. 

Mr.  Dillon.  You  say,  "  their  boss."  What  do  you  mean  by  that, 
your  Chicago  man? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dillon.  If  there  is  a  difference  of  10  cents  between  th^  bid  of 
vour  St.  Joe  and  your  Omaha  yard  per  hundredweight  your  boss 
in  Chicago  would  want  to  know  how  his  buyers  came  to  differ  so 
much  as  to  the  value  of  the  animals  ? 

Mr.  Armour.  Yes;  and  the  boss  in  Chicago  might  be  wrong  at 
that.  The  cattle  bought  at  $13.10  per  hundredweight  might  be  the 
cheapest  cattle.  They  have  two  ways  of  judging  cattle.  They  judge 
them  alive  and  also  they  judge  them  when  they  are  killed."  They 
get  the  dead-weight  on  them  then.  Sometimes  their  judgment  made 
when  alvie  is  not  always  verified  by  the  result  shown  when  the  cat- 
tle are  killed. 

Mr.  Dillon.  Now,  you  say  further  along,  a  couple  of  lines  lower: 

If  the  man  at  Omaha  calls  them  "  good  "  and  the  man  at  St.  Joseph  regards 
them  as  "  prime  "  there  Is  something  wrong  with  the  judgment  of  one  of  them 
and  only  the  dressing  percentages  will  decide  the  true  grading. 

ft 

What  about  that? 

Mr.  Armour.  Well,  that  is  the  answer.  Those  last  lines  are  the 
answer  to  the  proposition. 

Mr.  Dillon.  Do  you  claim  that  your  buyers,  without  instructions 
from  your  head  man  or  boss,  bid  so  closely  as  that  upon  these  various 
markets  ? 

Mr.  Armour.  Yes,  sir ;  good  cattle  buyers  can. 

Mr.  Dillon.  And  then  you  say  further,  here,  at  the  top  of  page  53 : 

It  Is  to  the  benefit  of  the  growefs  that  a  good  steer  In  one  market  will  be 
rated  as  a  good  steer  in  another.    ♦    ♦    ♦ 

Now,  don't  that  mean  that  the  price  should  be  the  same? 

Mr.  Armour.  Why,  yes;  there  isn't  very  much  difference  in  the 
price  of  the  same  grade  of  cattle.  And  they  must  be  about  the  same 
m  one  market,  according  to  the  day  they  are  sold. 

Mr.  Dillon.  "And  split  shipments  furnish  one  of  the  best  ways  to 
keep  our  buyers  on  their  toes  and  their  judgment  keen."  What 
about  that? 


758  GOVEBNlliBNT  CONTROL  OF  BCBAT-PAGKIKQ  IHDPSIBY. 

Mr.  Armour.  You  see,  Mr.  Dillon,  that  if  a  man  starts  out  buying 
10,000  cattle  on  Monday,  or  if  Armour  &  Co.  want  10,000  cattle  on 
Monday,  we  can  not  afford  to  buy  4,000  of  those  cattle  in  Omaha, 
or  2,000  of  those  cattle  in  Omaha  at  a  very  much  different  price  or  on 
a  very  nmch  different  basis  than  we  buy  the  other  8,000  cattle  at  the 
other  markets.    Do  I  make  that  plafn  to  you  ? 

Mr.  DiixoN.  Yes;  I  think  I  understand  that. 

Mr.  Armour.  So  the  man  has,  naturally,  got  to  have  information. 
1  don't  know  whether  you  are  a  cattleman  or  not,  but  I  want  to 
explain  it,  and  it  will  be  difficult  to  explain  it  unless  the  man  is  a 
live-stock  man,  so  that  he  will  quite  clearly  understand  it. 

Mr.  Dillon.  I  think  you  cover  the  same  point  where  ymi  say, 
further  down : 

The  solflsli  InteiVNi  of  «»a<*li  iimrkiM,  therefon',  Is  to  krt»p  itiforiiMMl  ns  to 
prices  pall!  In  other  innrkotx.  so  thiit  !Im»  inrrt*re!it  markets  will  not  los4»  th«»1r 
patroiui. 

Mr.  Akmouk.  That  is  it,  sir. 

Mr.  DiMX)X.  That  is  the  object  of  your  hea<l  man  in  Chicago  f 

Mr.  ARMorii.  Fx)r  instance,  we  may  buy  10,000  cattle  or  *20,(XH> 
cattle  in  one  day.  We  may  iniy  them  at  foiir  or  five  different  places. 
It  is  thc»  business  of  the  head  man  in  (^hicago  to  see  that  the  cattle 
wc  buy  in  Kansas  City  and  in  Omaha  do  not  VRvy  very  much,  that 
they  are  bought  in  hne  with  the  general  market  that  we  go  by, 
because  if  the  Omaha  market  were  high  we  would  have  a  loss  on  the 
cattle  in  Omaha  if  we  bought  there,  or  if  the  Omaha  market  were 
high  we  would  buy  less  cattle  in  Omaha  and  fill  the  quantity  up  by 
buying  more  somewhere  else, 

Mr.  Dillon.  Further  on  you  give  the  form  of  a  telegram.  This 
form  is  as  follows : 

John  JoneB  8hlppiuK  a  airload  of  cattle  to  your  market.  We  bid  IS.  Would 
like  to  know  what  they  bring. 

Wliy  is  it  that  one  office  wants  to  know  what  the  other  office  is 
paying  when  you  have  a  central  office  to  cover  that  information  in 
Chicago  I 

Mr.  Armouk.  Well,  of  course,  the  man  who  buys  cattle  at  the  place* 
from  which  those  cattle  are  shipped  would  want  to  know  whether  he 
bid  too  little  or  whether  his  market  was  in  line,  or  whether  he  ought 
to  have  bid  more.  Of  course  a  man's  judgment  is  not  always  correct. 
In  other  words,  if  I  were  buying  cattle  in  Omaha,  and  if  those  cattle 
were  shipped  from  Omaha  to  Chicago,  and  I  bid  13  cents,  it  is  only 
natural  that  I  will  want  to  know  whether  I  paid  the  right  or  the 
wrong  price  as  to  the  market  to  which  they  go. 

Mr.  DnJX>N.  I  find  another  article  about  the  Federal  Trade  Com- 
nii-^sion  on  page  54,  about  the  middle  of  the  page,  where  you  saj': 

Some  dnyH  wi*  <ln  not  ::(i  (Hii  \er>  (*arly.  lHH*aiiHt*  the  run  of  HUx'k  uiu^'  be  late 
in  c<'ttint!  in:  f<»r  exmnpU*.  if  th«>  run  Ik  p«)Kt(Nl  fnr  2iMMN>  iin<l  it  [h  apiiarent 
ttiut  there  are  only  3.(MNi  unI<m(l<Hl  niid  ready  to  Im*  onVnHt  for  Hale,  and  we  do 
not  parti'iilarly  ii<*eil  oittU>  at  nn  early  Itour  that  day.  it  is  natiirnl  and  a  mat- 
ter of  connnnn  S4'I;*h*  tli:it  \m*  il«*iay  ^ointr  <»ut  ifito  th**  ]H'ns  until  Huch  time  as  n 
iM'tler  «H*l«H'tion  awaits  w*. 

I  take  it  that  a  situation  of  that  kind  would  apply  to  Fort  Worth 
and  Denver,  where  there  aie  onlr  two  ^tockvards. 
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Mr.  Armour.  Only  two  packing  houses,  you  mean.  There  are 
more  than  two  buyers  there,  however;  but  that  is  neither  here  nor 
there. 

Mr.  Diux)N.  Well,  I  have  these  percentages  that  I  will  read  a  little 
later.  Assuming  that  there  is  no  institution  there  that  buys  any 
substantial  amount  of  the  product.  Those  institutions  that  go  upon 
the  market  every  day  have  it  all  their  own  way,  haven't  they? 

Mr.  Armour.  Well,  if  you  take  it  for  some  one  day,  I  might 
answer  yes ;  but  you  know  the  packing  business  is  not  a  one-day  busi- 
ness. It  is  just  as  much  to  our  interest  to  have  the  cattle  market  at 
Fort  Worth  and  Denver  in  line  with  the  other  markets  as  to  the  in- 
terest of  anybody  else.  In  fact,  it  is  a  great  deal  more  to  our  in- 
terest to  have  them  in  line.  If  they  were  not,  and  there  were  not 
other  buyers  there,  the  owners  woula  ship  their  cattle  out  and  leave. 
So  that  is  a  theoretical  complaint  that  doesn't  really  amount  to  any- 
thing, even  if  it  is  a  complaint. 

Mr.  Dillon.  Well,  now,  the  Federal  Trade  Commission  says  that 
all  the  five  packers  come  in  it  the  same  time,  even  when  they  have 
selected  a  late  hour  in  the  day.    Why  is  that? 

Mr.  Armour.  Well,  I  will  tell  you  that  there  isn't  anything  to  that. 

Mr.  Dillon.  Isn't  there? 

Mr.  Armour.  No.    I  will  tell  you  why. 

Mr.  Dillon.  Well,  I  want  to  get  these  questions  answered. 

Mr.  Armour.  The  Federal  Trade  Commission  laid  great  stress  on 
our  going  out  late  in  the  morning.  Their  reason,  as  stated,  was  that 
there  might  be  a  very  heavy  run  for  that  day.  We  know,  and  every- 
body knows,  at  the  stockyard  at  7  o'clock  in  the  morning  how  many 
cattle  will  be  on  the  Chicago  Stock  Yards  market  that  day.  Now, 
our  buyers  and  your  buyers  and  anybody  else's  buyers — and  it 
doesn't  make  nmch  difference  whether  they  go  out  at  9  o'clock  in  the 
morning  or  10  o'clock  in  the  morning,  tKey  know  how  many  cattle 
are  going  to  be  on  the  market.  They  would  buy  them  on  the  same 
basis,  whether  they  would  go  out  at  9  o'clock  or  10  o'clock,  because 
they  know  there  are  so  many  cattle  coming  in  and  they  are  going  to 
have  a  chance  at  some  time  during  the  day  to  buy  those  cattle. 

Mr.  Dillon.  It  is  not  the  purpose  of  the  packers  going  together 
late  in  the  day  to  allow  the  local  bidders  to  have  an  opportunity  to 
first  get  their  share  upon  the  market,  is  it?    That  is  not  the  object? 

Mr.  Armour.  Oh,  no.  You  see,  suppose  there  are  26,000  cattle  at 
Chicago  on  Monday,  or  40,000,  which  is  a  good  run,  or  if  there  are 
only  20,000  cattle,  and  if  there  is  a  light  run  of  cattle,  if  you  go 
early  you  may  get  the  cattle,  but  if  you  go  late  it  does  not  prove 
anything. 

Mr.  Dillon.  I  want  to  call  attention  to  your  statement  on  page  66 : 

Our  own  men  pet  the  livo-stork  purchases  at  the  various  stockyards,  and  we 
know  at  the  close  of  the  day  whether  we  have  houRht  as  many  or  more  cattle 
than  eac!i  of  our  principal  competitors. 

Why  do  you  get  that  information  I 

Mr.  Armour.  Why,  just  the  same  as  we  want  to  do  our  share  of 
the  business  at  Denver  or  Fort  Worth. 

Mr.  Dillon.  Your  object  is  to  know  what  portion  of  the  business 
your  opponents  are  getting? 

Mr.  Armour.  Yes,  sir;  and  that  is  a  very  good  answer  to  it. 

09927— 19— FT  4 ^10 
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Mr.  Dillon.  And  you  have  to  do  that  in  order  to  hold  your  share 
of  the  business? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dillon.  I  can  see  that. 

Mr.  Armour.  And  I  will  say  further  that  in  every  evening  paper 
in  Chicago,  as  well  a.s  in  every  morning  paper  in  Chicago,  those 
same  purchases  of  live  stock  are*all  given  out.  They  are  public  prop- 
erty.   Anybody  can  get  them. 

Mr.  DiLiiON.  Then  on  the  same  page  I  find  this: 

If  our  pliire  and  rank  in  the  tniite  Ih  at  n  (*ertuin  point,  wliile  that  of  one 
of  our  <Hm)i)etitorH  is  at  a  (-ertain  i)oint  below  us.  we  watch  him  to  see  that 
he  doeH  nut  close  up  the  pip  and  ^ain  on  us;  and  no  doubt  he  watolies  U8  to 
see  that  we  do  not  pet  far  awny  from  him. 

Mr.  AR3fouR.  Yes,  sir. 

Mr.  DiLixjN.  Now,  that  watclifuhiess  ivhites,  does  it  not,  to  your 
insistence  that  you  are  going  to  have  your  share  of  that  trade? 

Mr.  Ar3iour.  Yes,  sir. 

Mr.  Dillon.  Now,  vou  come  to  the  other  side  of  it,  for  instance, 
where  the  shipments  are  immense,  and  you  are  overstocked,  you 
do  not  want  the  stoc*k  in  a  ease  of  that  kind. 

Mr.  Armour.  Yes,  sir. 

Mr.'  DiiJiON.  Xow,  you  require  these  same  people,  your  competi- 
tors, to  take  their  share  whether  they  want  to  or  not? 

Mr.  Armour.  We  do  what? 

Mr.  DiLi/)N.  You  require  them  and  compel  them  to  take  their 
shai*e  of  the  stock  upon  that  market  whether  they  want  it  or  not? 

Mr.  AR3IOUR.  You  mean  that  we  compel  our  competitors? 

Mr.  DiixoN.  Yes. 

Mr.  Armour.  Xo:  we  haven't  anytliing  to  do  with  them  and  we 
could  not  do  it. 

^Ir.  Diux)N.  Suppose  the  market  has  been  glutted  for  a  whole 
month  and  is  glutted  at  the  time,  and  ^vou  do  not  want  the  stock, 
we  will  say,  do  they  force  you  to  take  it  all,  or  do  you  force  them 
to  take  it  all,  or  do  you  divide  it  among  you  according  to  your  share? 

Mr.  Armour.  We  do  not  do  either.  That  is  not  what  happens.  If 
the  market  is  glutted,  the  commission  men  who  receive  tiie  stock 
wire  out  and  stop  shipments  into  the  market.  But  that  market 
<lot»s  not  stay  glutted  very  long;  and  furthermoi*e,  while  it  may 
theoretically  hap[>en  it  does  not  practically  happen. 

Mr.  Diujox.  Now,  Mr.  Hamilton  asked  you  a  very  pertinent  ques- 
tion on  yesterday,  that  here  in  the  city  of  Washington  you  had  a 
branch  house,  and  your  answer  was  that  you  shipped  a  certain  num- 
ber of  cars  of  meat  each  day  unless  there  was  to  be  a  big  convention 
or  a  big  crowd  in  the  city.     That  is  right,  isn't  it? 

Mr.  Armour.  Well,  that  is  not  wholly  right.  We  ship  a  certain 
(|uantity  of  beef  to  the  Washington  market  every  week  instead  of 
every  day. 

ilr.  DiLiiON.  Well,  now,  if  there  should  bt*  a  large  gathering  here 
in  the  city  of  Washington,  vou  would  be  permitted  to  ship  an  addi- 
tional amount,  or  vou  would  do  so,  wouldn't  you? 

Mr.  Armour.  Tliere  is  no  question  about  our  being  permitted  to 
do  it.  Our  man  who  runs  the  market  here  would  probably  think 
there  would  be  more  beef  to  be  sold,  and  his  judgment  might  oe  very 
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bad  or  verj^  good.  He  iiii^ht  order  more  beef  than  the  market  could 
take,  but  he  would  naturiuly  order  more  beef  in  such  an  event,  be- 
cause that  is  what  you  or  I  would  do. 

Mr.  Dillon.  Your  competitors  also  ship  in  their  allotment  to  cover 
the  extra  amount  needed. 

Mr.  Armour.  No;  there  is  no  allotment  at  all.  Our  competitor 
probably  does  the  same  thing. 

Mr.  Dillon.  Well,  that  is  what  I  mean. 

Mr.  Armour.  Well,  that  is  a  matter  of  ability. 

Mr.  Dillon.  I  iwant  to  call  your  attention  to  the  Federal  Trade 
Commission's  report,  part  second,  on  page  36.  They  say  here  that 
you  have  a  code  system,  or  did  have  a  code  system,  and  that  the 
name  of  your  institution  was  called  "  Sanf ord,"  and  that  the  letter 
'*  H "  stood  for  the  Swift  interests,  and  that  "  Klee  "  stood  for  the 
Morris  interests.    What  have  you  to  say  about  that  ?    . 

Mr.  Armour.  What  is  that  m  ? 

Mr.  Dillon.  On  page  36  of  the  Federal  Trade  Commission's  report. 

Mr.  Armour.  Oh,  I  do  not  know  anything  about  that. 

Mr.  Dillon.  You  don't  know  anything  about  that? 

Mr.  Armour.  No,  sir. 

Mr.  Dillon.  There  is  very  interesting  information  here  on  page 
44  of  the  Federal  Trade  Commission's  report.    The  commission  says : 

The  following  is  what  was  said  by  one  of  the  buyers  at  a  western  market  and 
is  typical: 

**  As  the  head  of  the  •  *  ♦  buying  department,  I  got  all  my  orders  direct 
from  Chicago.  I  then  divided  the  buying  orders  among  my  assistants.  These 
orders  came  early  each  morning." 

Now  what  do  you  say  as  to  that? 

Mr.  Armour.  Oh,  that  is  not  possible.     He  divided  the  orders 
among  his  own  assistants;  yes,  among  his  own  men. 
Mr.  DnxoN.  Continuing  the  quotation  I  will  say : 

All  other  packers  got  their  orders,  too,  from  C'hioago.  These  ordtM-s  related 
particularly  to  prices  at  which  we  could  buy    ♦     ♦     ♦ 

What  do  you  sav  as  to  that? 

Mr.  Armour.  That  refers  to  hogs  or  to  cattle  ? 

Mr.  Dillon.  It  refers  to  both,  I  guess. 

Mr.  Armour.  Well,  I  can  simplv  say  to  you  a^ain  that  we  do  not 
tell  and  nobody  in  the  business  tells  a  man  who  ouys  cattle  what  he 
is  to  give  for  them.  That  is  not  the  way  the  business  is  run.  It  is 
not  a  practical  way  of  handling  it.  Nobody  knows  enough  to*  tell  a 
man,  unless  he  would  say,  "  I  can  buy  a  prime  load  of  cattle  at  14 
cents,"  that  is  not  the  way  the  business  is  run  at  all.  You  can  not  do 
that.  '^        • 

Mr.  DiLLOX.  That  is  what  I  wanted  to  get.  This  man  is  reported 
further  to  have  said : 

We  were  not  usually  limited  us  to  the  nuuibtjr  of  *  *  *  we  could  buy 
until  later  In  the  day,  about  noon.  We  had  estimates  of  receipts,  but  those  esti- 
mates were  not  accurate.  All  through  the  morning  we  would  wire  Chicago 
what  we  had  bought  and  what  was  in  or  to  be  in  that  day.  About  noon  we 
would  get  final  orders  to  buy  so  many  more  at  a  certain  price. 

You  think  that  is  an  inaccurate  statement,  do  you  ? 
Mr.  Armour.  No  :  I  do  not  think  it  is  an  inaccurate  statement  in 
this- respect:  For  instance,  that  could  happen  in  this  way,  if  you  will 
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allow  me  to  explain.  Our  head  buyer  might  want  to  buy  15,000 
cattle  and  he  would  apportion  to  Omaha,  which  is  away  from  Chi- 
cago, 1,200  cattle  to  buy,  and  would  ^ay,  I  want  you  to  buy  1,200 
cattle  to-day.  That  is  the  proportion  that  Armour  &  Co.  would  give 
to  the  Omaha  house.  For  some  reason  or  other  he  might  have  got 
as  many  cattle  as  he  wanted,  or  he  might  not  have  got  as  many  as  he 
thought  he  would  get  in  Chicago,  and  it  happens  quite  often  that  our 
man  would  say  to  Omaha,  you  can  buy  a  thousand  cattle  more  to- 
day; we  are  buying  steady  or  lower.  They  never  say  the  price  in 
the  sense  of  saying  12  cents,  or  14  cents  a  pound,  because  that  is  not 
the  way  the  cattle  business  is  done.  They  always  say  you  can  in- 
crease your  order  by  a  thousand  cattle,  or  by  two  thousand  cattle 
more,  and  add  that  cattle  are  steady  or  lower  or  higher  as  the  ca.<?e 
may  l3e. 
Mr.  Dillon.  He  further  savs: 

I  was  never  allowed  to  go  over  my  onler — not  even  25  i*attle.  If  I  did  I  ipot 
the  dickens.  Rouietlnies  I  would  ^o  to  the  boss  and  ask  If  I  could  buy  a  certain 
load  cheap.    He  would  reply,  "No." 

You  don't  know  of  any  occurrence  of  that  kind? 

Mr.  Armour.  Do  you  want  a  reply  to  that  ? 

Mr.  Dillon.  Yes. 

Mr.  Armour.  I  don't  know  who  the  man  is. 

Mr.  Dillon.  And  they  do  not  disclose  his  name. 

Mr.  Armour.  I  think  it  a  good  thing,  for  the  man's  sake,  because 
it  is  so  foolish. 

Mr.  Dillon.  Now,  the  Trade  Commission  gave  several  statements* 
and  they  gave  a  map  show^ing  that  each  company  gets  a  certain  share 
of  the  cattle,  and  when  they  get  to  the  end  it  comes  out  on  the  same 
line  as  we  had  started  in  on,  showing  that  if  you  were  to  have  85 
per  cent  that  you  have  balanced  the  figures  to  the  extent  that  at  the 
end  you  would  even  up  the  amount  and  get  your  share.  Do  you  think 
that  statement  of  the  Federal  Trade  Commission  is  accurate? 

Mr.  Armot'R.  Well,  I  don't  know  what  the  figures  will  show,  but  1 
can  simply  say  this,  that  Armour  &  Co.  have  had  a  certain  amount 
of  busincvss  for  many,  many  years,  and  other  companies  have  had  a 
certain  amount  of  business  for  a  great  many  years.  It  is  our  inten- 
tion, just  the  same  as  it  is  in  Denver  and  Fort  Worth,  to  retain  that 
amount  of  business,  and  to  have  more  if  we  are  able  to  get  it  Last 
year,  as  I  said,  or  I  think  I  said  it,  we  fell  short  85,000  or  100,000 
cattle  in  the  amount  of  business  that  we  were  doing.  Xaturally,  if 
we  increased  our  business  the  rest  of  the  people  would  try  to  im^rease 
theirs,  and  the  difference  does  not  var>:  very  much.  It  is  not  possible 
for  it  to  vary  very  much. 

Mr.  Dillon.  Mr.  Armour,  one  other  question  aloni;  that  line: 
There  are  a  number  of  maps  here,  running  over  a  number  of  years* 
and  the  percentage  that  you  get  is  almost  to  the  penny  all  through 
the  line  for  the  numl^r  of  yeai-s — two  or  three  years — and  Morris's 
is  identical,  or  very  nearly  the  same,  and  Wilson's  and  Swift's  have 
their  figures  likewise.  On  page  50  is  a  great  long  list,  and  there  is 
substantially  no  variance  as  to  the  share  each  of  those  packers  got. 
Isn't  that  a  rather  strange  coincidence? 

Mr.  Armour.  No;  I  think  not,  because  in  a  hundred  thousand  cattle 
it  might  only  figure  out  1  per  cent.    I  mean  that  the  variance  for  a 
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hundred  thousand  cattle  either  the  one  way  or  the  other,  the  business 
is  so  enourmous  that  1  per  cent  might  be  100,000  cattle,  so  that  if  a 
man  keeps  the  proportion  of  his  business  that  he  has  it  will  not 
amount  to  anything  particularly,  and  that  will  not  apply  only  to  the 
big  packers,  but  it  will  also  apply  to  small  packers.  That  is,  they 
have  a  certain  amount  of  business  and  they  try  to  keep  it. 

Mr.  Dillon.  On  page  74,  referring  again  to  the  Fort  Worth  and 
Denver  markets,  where  Swift  &  Co.  and  Armour  &  Co.  operate,  the 
statement  is  made  here  that  in  1916,  out  of  a  total  of  364,276  cattle, 
these  two  packers  came  within  four  of  securing  the  same  number. 
What  about  that  ? 

Mr.  Armour.  Well,  that  is  pretty  close. 

Mr.  Dillon.  Is  that  a  mere  coincidence,  or  how  did  a  thing  of  that 
kind  happen? 

Mr.  Armour.  Well,  I  can  answer  the  question  simply  from  a 
broad  standpoint.  I  could  not  answer  how  they  came  within  four 
of  each  other,  but  I  can  simply  answer,  speaking  broadly,  that  we 
perhaps  have  half  of  the  business,  and  I  assume  that  Swift  has  about 
half,  and  we  acknowledge  that.  Whether  it  came  within  4  or  within 
400,  that  would  be  about  the  business  done,  and  that  may  have  been  a 
coincidence,  but  I  do  not  know  how  it  occurred. 

Mr.  Dillon.  How  could  it  be  possible  that  in  a  market  in  which 
two  packers  were  operating  that  they  would  so  operate  that  they 
would  only  have  a  difference  of  four  head  of  cattle  in  the  whole 
3'ear  without  having  some  understanding  between  them? 

Mr.  Armour.  Well,  as  I  have  said  before,  there  is  no  understand- 
ing. But  I  have  acknowledged,  and  I  still  acknowledge,  that  at  a 
place  like  Fort  Worth  and  at  a  place  like  Denver,  we  are  going  to 
have  half  of  the  business  if  we  can  get  it.  I  acknowledge  that.  I 
do  not  think  there  is  anything  wrong  with  it,  either. 

Ml'.  Dillon.  That  is  all  I  care  to  ask. 

The  Chairman.  You  may  proceed  now,  Mr.  Dew  alt. 

Mr.  Dew  Alt.  Mr.  Armour,  would  you  prefer  to  come  back  in  the 
morning? 

The  Chairman.  Well,  Mr.  Swift  is  to  be  heard  in  the  morning. 

Mr.  Dew  ALT.  All  right;  I  will  proceed,  then.    Mr.  Armour,  do 

^ou  think  you  can  absolve  yourself  from  the  personal  interest  you 
ave  in  this  large  enterprise  so  as  to  testifv  entirely  without  any 
prejudice  either  for  or  against  your  business? 

Mr.  Armour.  Well,  I  think  I  am  a  natural  man.  That  is  the  only 
way  I  can  answer  that  question;  I  would  try,  but  think  I  am  as 
natural  as  anybody  el;se. 

Mr.  Dbwai/t.  In  other,  words,  you  are  trying  to  give  your  testi- 
mony fairly  for  the  interests  of  all  concerned. 

Mr.  Armour.  I  had  hoped  to  do  so,  and  I  have  tried  to  do  so. 

Mr.  Dewalt.  I  suppose  you  will  admit  with  me  that  there  are 
four  large  interests  here  that  ought  to  be  served ;  first,  the  public  as 
a  consumer;  secondly,  the  producer  of  cattle;  thirdly,  the  packer, 
whom  you  represent ;  and  then,  fourth,  the  Government  itself,  repre- 
senting the  consumers.    Generally  speaking,  that  is  true,  is  it  not  ? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dewalt.  Then,  I  suppose  you  would  say  with  me  that  the 
best  legislation  would  be  such  legislation  as  not  to  harm  any  one  of 
those  four  great  interests,  and  yet  benefit  all  of  them  if  possible  ? 
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Mr.  Armour.  Most  decidedly. 

Mr.  Dewalt.  Now,  have  you  examined  this  bill  carefully? 

Mr.  Armour.  Well,  yes;  I  have  read  it. 

Mr.  Dewalt.  You  stated,  if  I  remember  correctly,  that  it  did  not 
make  much  difference  whether  this  bill  was  repoi*ted  favorably  and 
passt»d  or  Avhether  it  did  not  pass;  that  the  packers  would  go  on  in 
the  same  way ;  and  that  the  only  result,  so  far  as  you  saw  it,  would 
l>e  in  the  lessening  of  the  efficiency  and  the  increase  in  expense.  Am 
I  correct  in  quoting:  you  generally  that  way? 

Mr.  Armottr.  Yes. 

Mr.  Dewalt.  Now,  turning  to  this  bill — and  I  propose  to  ask  you 
strictly  along  the  lines  of  this  bill — do  you  appreciate  the  fact  that 
bv  the  teims  of  the  bill  the  (lovcrnnient  has  the  right  of  condemna- 
tion and  acquirement  of  all  this  propei-tv  now  used  by  the  packers? 

Mr.  Armour.  No;  I  don't  think  I  understood  that. 

Mr.  Dewalt.  Do  you  own  feeding  stations? 

Mr.  Armour.  I  beg  your  pardon? 

Mr.  Dewalt.  I  mean,  do  all  these  five  packers  together  own  anj' 
feeding  stations? 

Mr.  Armour.  I  do  not  know.    We  do  not  own  any. 

Mr.  Dewalt.  Do  you  own  any  car  shops? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dewalt.  They  can  acquire  those.  Do  you  own  any  refrigera- 
tor cars? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dewalt.  They  can  acquire  those.  Do  you  own  any  terminal 
and  belt  line  railroads? 

Mr.  Armour.  The  stockyards  do,  but  we  do  not  personally. 

Mr.  Dewalt.  They  can  acquire  them.  Do  you  own  any  exchange 
buildings? 

Mr.  Armoitr.  The  stockyards  do.  They  ccmie  in  under  the  stock- 
yards. 

Mr.  Dewalt.  Do  you  own  any  market  news'  service? 

Mr.  Armour.  Yes,  sir;  I  think  one  paper. 

Mr.  Dewalt.  They  can  acquire  that.  Do  you  own  any  freezing 
plants? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dewalt.  Do  you  own  any  cold-storage  plants? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dkwalt.  Do  you  own  any  rendering  plants?  I  am  speaking 
generally  of  the  packers  now,  and  not  of  you  alone. 

Mr.  Armour.  Yes.  sir. 

>fr.  Dkwalt.  TI)os<»  rendering  a})purtenanccs  and  facilities  con- 
nector! with  your  Inisiness.  as  well  as  the  general  appurtenances  and 
facilitii'^  of  vour  luisiness — that  is  what  thev  are,  are  thev  not? 

Mr.  Armot'R.  Yes.  sir. 

Mr.  Dewalt.  This  bill  provides  that  the  Government  can  acquire 
them. 

Mr.  ^NfATKR.  And  the  ^cruin  plants  also. 

Mr.  Dkwalt.  Yes  ^ir:  the  serum  plants.  Do  you  mean  to  ^ay  now. 
Mr.  Annonr,  tluit  it  wouUln't  make  any  difference  in  your  businesn 
if  the  (tovornment  acquired  them  under  the  pro\n8ions  of  this  bill? 

Mr.  .Vrmour.  1  tlo  say  it  would,  aiid  I  do  not  say  that  it  would 
not 
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Mr.  Dew  ALT.  You  say  you  have  $150,000,000  worth  of  property, 
roughly  speaking. 

Mr.  Armour.  Do  you  mean  our  inventory? 

Mr.  Dew  ALT.  Yoiir  inventory ;  yes. 

Mr.  Armour.  Well,  it  is  more  than  that. 

Mr.  Dew  ALT.  What  is  your  actual  stock? 

Mr.  Armour.  $100,000,000. 

Hr.  Dewalt.  How  many  stockholders  have  you? 

Mr.  Armour.  Well,  I  don't  know,  but  it  is  the  Armour  family,  six 
or  seven. 

Mr.  Dewalt.  Eveiy  bit  of  that  stock,  and  every  bit  of  that  prop- 
erty would  be  affected  by  this  legislation  if  the  Government  acquired 
under  the  provisions  of  this  bill  the  property  which  your  company 
now  owns,  wouldn't  it  ? 

Mr.  Armour.  Oh ;  yes,  sir. 

Mr.  Dewalt.  Now,  if  you  turn  to  page  4  of  the  bill,  you  will  find 
the  provision  is  clear  that  we  may  acquire  by  purchase,  lease  or  con- 
demnation all  the  cars,  stockyards,  real  estate  and  other  property 
which  he  (meaning  the  President)  is  authorized  by  this  act  to  ac- 
quire. Have  you  found  anywhere  in  this  bill  any  method  of  com- 
pensation for  such  equipment,  or  I  mean  for  such  acquirement  or 
condemnation  ? 

Mr.  Armour.  No,  sir;  I  think  not. 

Mr.  Dewalt.  Well,  doesn't  it  strike  you  then  that  it  might  very 
seriously  affect  this  capitalization  of  yours,  and  any  capitalization  of 
the  other  packers,  whether  the  packers  be  big  or  small? 

Mr.  Armour.  Most  decidedly. 

Mr.  Dewalt.  Now,  the  Government  has  attempted  to  regulate  this 
business  by  some  commissions;  hasn't  it? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dewalt.  And  the  antitrust  laws  are  in  force? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dewalt.  You  are  subject  to  those  law  ? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dewalt.  You  have  been  regulated  by  those  laws? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dewalt.  The  Food  Administration  has  taken  hold  of  your 
]>acking  industry  so  far  as  hogs  are  concerned,  hasn't  it? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dewalt.  That  regulation  is  still  in  force,  isn't  it? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dewalt.  Has  that  regulation  been  effective?  I  mean  the  anti- 
trust laws  as  against  you  people  or  for  your  people,  whichever  it 
may  be  ?  • 

Mr.  Armour.  Do  you  mean  the  antitrust  laws  have  interfered  with 
that  regulation  ? 

Mr.  Dewalt.  Has  the  antitrust  law  been  effective  so  far  as  these 
various  corporations  are  concerned  as  to  preventing  combination  or 
collusion,  if  there  was  any. 

Mr.  Armour.  Yes,  sir ;  but  I  claim  there  is  none. 

Mr.  Dewalt.  You  say  subsequent  to  a  certain  time  there  has  been 
none. 

Mr.  ARMorR.  Oh,  yes:  it  was  a  good  many  years  ago. 
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Mr.  Dewalt.  What  I  ask  you  now  is,  Has  the  antitrust  law  and 
have  the  regulations  of  the  Government  up  to  this  time  been  effective 
in  curing  the  abuses  that  it  was  alleged  obtained  previous  to  that 
time? 

Mr.  Armour.  Yes,  sir ;  T  tJiink  they  do. 

Mr.  Dewalt.  Is  there  anything  in  this  bill,  if  you  have  examined 
it,  which  in  your  judgment  as  a  witness  trying  to  tell  the  truth  and  to 
make  a  fair  statement  before  this  committee,  which  is  prodiictive  of 
good  to  the  consumer? 

Mr.  Armour.  I  can  not  see  anything. 

Mr.  Dewal'J'.  Is  there  anything  here  that  is  productive  of  good  to 
the  packing  industry? 

Mr.  Armour.  No,  sir;  I  can  not  see  anything. 

Mr.  Dewalt.  Is  there  anything  here  good  for  the  Government 
unless  you  say  the  taking  over  the  packing  industry  under  govern- 
mental ownership  ? 

Mr.  Armour.  I  do  not  think  it  good  for  the  Government,  because 
it  would  affect  the  consumer,  the  packer,  and  the  producer. 

Mr.  Dewalt.  There  is  also  in  tnis  bill  a  licensmg  system.  Have 
you  considered  that  feature  of  the  bill  ? 

Mr.  Armour.  Yes,  sir. 

Mr.  Dewalt.  The  bill  doesn't  say  what  the  license  shall  be. 

Mr.  Armour.  No,  sir. 

Mr.  Dewalt.  But  it  says  you  shall  pay  a  license. 

Mr.  Armour.  Yes,  sir. 

Mr.  Dewalt.  It  says  the  President  shall  have  the  power  to  revoke 
the  license  whenever  he  wants  to. 

Mr.  Armour.  Yes,  sir. 

Mr.  DE^VALT.  And  it  says  the  President  shall  make  the  terms  of  the 
license. 

Mr.  Armour.  Yes,  sir. 

Mr.  Dewalt.  It  seems  to  me  if  I  had  a  hundred  and  fifty  million 
dollars  worth  of  propertv  in  my  inventory,  and  if  I  had  a  capitaliza- 
tion  such  as  you  people  have,  I  would  be  very  much  concerned  aa  to 
what  this  licensing  feature  of  the  bill  means.  Have  you  looked  it 
over? 

Mr.  Armour.  We  are,  and  that  is  why  I  came  here. 

Mr.  Dewalt.  Did  the  Federal  Trade  Commission  ever  give  yoa  an 
opportunity  to  present  vour  views  upon  this  license  question  I 

Mr.  Armour.  I  haven't  had  any. 

Mn  Dewalt.  Have  you,  so  far  as  you  have  known^  heard  of  any- 
body who  has  had  an  opportunity  to  present  their  opimons  upon  the 
provisions  of  this  proposed  license? 

Mr.  Armour.  This  is  the  first  opportunity  I  have  had  to  talk  to 
anybody. 

Mr.  Dewalt.  Do  you  know  of  any  other  packer,  or  of  any  inde- 
pendent packer,  or  of  anv  large  packer,  who  nas  been  consulted  with 
reference  to  the  proposed  legislation  here? 

Mr.  Armour.  No  ;  I  do  not.  I  understand  some  independent  park* 
ers  came  down  here.  They  did  not  come  down  at  my  invitation.  I 
think  they  are  as  much  alarmed  about  the  bill  as  I  am. 

Mr.  Dewalt.  Somebodv  asked  you  a  question  in  reference  to  the 
operation  of  your  cars,  i  find  this  statement,  and  I  am  quoting  now 
from  the  Interstate  Commerce  Commission's  report : 
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"Jfo  class  of  cars  in  the  railroad  service  is  used  more  effectively 
than  cars  owned  by  the  large  shippers.  They  have  an  organization 
of  men  to  see  to  it  that  their  cars  move  as  promptly  as  possible,  both 
loaded  and  empty.  The  carriers  of  the  country  could  not  as  effec- 
tively handle  the  entire  refrigerator  and  tank  car  equipment  as  is  now 
done  by  the  interv^ention  of  private  owners." 

Do  you  agree  with  that? 

Mr.  Armour.  Very  much. 

Mr.  Dewalt.  You  are  not  the  only  people  who  own  private  cars. 

Mr.  AR3fouR.  No,  sir. 

Mr.  Dewalt.  The  Standard  Oil  Co.  owns  cars. 

Mr.  Armour.  Yes,  sir;  tank  cars. 

Mr.  Dewalt.  Do  other  independent  packers  in  your  line  of  busi- 
ness own  cars? 

Mr.  Armour.  Yes,  sir;  I  understand  so. 

Mr.  Dewalt.  This  bill  provides  that  the  cars  of  independent 
owners  may  be  taken. 

Mr.  Armour.  Yes.  And  I  guess  that  is  the  reason  they  do  not  like 
the  bill. 

Mr.  Dewalt.  Here  is  another  thing  on  page  6,  that  the  provisions 
of  such  license  may  include  the  relation,  direct  or  indirect,  of  the 
licensee  to  the  purchase,  manufacture,  storage,  or  sale  in  interstate 
commerce  of  commodities  other  than  live  stock  and  products  which 
are  in  whole  or  in  part  from  live  stock  or  the  slaughtering  of  live 
stock.    Have  you  looked  at  that  provision  ? 

Mr.  Armour.  Yes ;  that  is  a  very  bad  provision. 

Mr.  Dewalt.  Well,  what  do  you  think  it  affects? 

Mr.  Armour.  Well,  I  think  it  affects  the  packing  industry  and 
may  destroy  it. 

Mr.  Dewalt.  It  might  affect  every  other  industry  that  wants  to  go 
into  business  which  may  include  the  relations,  direct  or  indirect,  of 
the  licensee  to  the  purchase,  manufacture,  storage,  or  sale  in  inter- 
state commerce  of  commodities  other  than  live  stock  and  the  products 
derived,  in  whole  or  in  part,  from  live  stock. 

Mr.  Armour.  I  think  it  does. 

Mr.  Dewalt.  Isn't  that  going  to  affect,  in  your  judgment  as  a  busi- 
ness man,  these  large  department  operations  in  the  department  stores 
that  we  have? 

Mr.  Armour.  Well,  I  think  it  would,  yes.  I  think  it  would  be  very 
far  reaching. 

Mr.  Dewalt.  Have  you  any  means  of  knowing  whose  bill  this  is? 

Mr.  Armour.  No,  sir ;  I  do  not  know. 

Mr.  Dewalt.  I  am  asking  that  merely  as  a  matter  of  curiosity. 

Mr.  Armour.  It  reads  as  though  it  might  be  a  Federal  Trade  Com- 
mission bill. 

Mr.  Dewalt.  One  thing  more  I  want  you  to  explain  and  I  will 
finish.  On  pa^e  58  of  your  testimony,  will  you  be  kind  enough  to 
explain  to  me,  if  you  can  explain  it,  as  there  is  one  doubt  in  my  mind 
that  I  would  like  to  have  cleared  up?  You  will  notice  on  page  57 
that  there  is  a  letter  from  Armour  &  Co.  to  H.  G.  Sharnack.  Have 
you  that  there? 

Mr.  Armour.  Yes,  sir. 
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Mr.  Dewalt.  Now,  on  page  58  I  find  this,  and  just  paraphrasing 
there  it  seems  that  this  correspondence  referred  to  lard,  or  not  to 
lard  itself,  either,  but  something  else. 

Mr.  Armour.  Compound. 

Mr.  Dewalt.  Yes ;  compound.    And  here  is  this  letter : 

Please  give  tliis  compound  all  attention  i)ossible.     Everybody's  price  mu>t 
be.  the  same  as  yours.    If  you  find  any  deviation  make  doubly  sure  that  you  are 
right  by  seeing  the  bill,  noting  the  date  of  same,  quantity  sold,  and  the  i»rir»* 
and  let  me  have  it. 

Now,  you  go  on  to  say : 

This  so  pleased  Armour  &  ('o.  that  on  January  IM),  191S,  L.  L.  Whelan.  of 
Armour's  lard  ilepartment,  wrote  to  Sliarnack :  '*  Very  glad  to  note  your  <-ooper.i 
tion  on  White  ('loud  a><  i)er  yonr  circular  to  houses  date<l  the  28tli.  In  fhi^ 
connection,  however,  it  oc<*urs  to  us  that  we  shcmld  not  make  any  noise  hImiui 
competitors'  prices  being  identi<*al.  et*-.  Inder  i»res4»nt  conditions  this  is  nni 
advisable,  as  you  are  uudoubteilly  aware.  Also  you  might  destroy  this  letter  mh 
the  subject.*' 

Now,  on  page  59,  if  I  understand  your  statement  correctly^  you 
attempt  to  explain  this  correspondence,  and  you  say  it  was  occasioned 
by  the  fact  that  the  Food  Administration  wanted  to  stabilize  the 
cottonseed  industry,  and  that  this  order  or  this  direction  was  really 
in  consonance  with  the  suggestion  and  advice  of  the  Food  Admini.**- 
tration.    Am  I  correct  in  so  undei^standing  it? 

Mr.  Armouk.  Yes,  sir. 

Mr.  Dewalt.  Then  if  that  was  so,  what  was  the  necessity  of  saying. 
"  also  you  might  destroy  this  letter  on  the  subject." 

Mr.  Armour.  I  really  don't  know.  There  was  no  necessity  for  that 
at  all. 

Mr.  Dewalt.  Do  not  misundei-stand  me.     I  just  want  to  know. 

Mr.  Armour.  I  want  to  know,  too. 

Mr.  Dewalt.  If  this  was  an  open-lianded  transaction  and  if  there 
was  no  coUusion  here,  and  if  there  were  no  attempts  to  fix  prices  be- 
tween concerns,  and  if  your  excuse  is  that  the  Food  Administration 
was  trying  to  stabilize  the  cottonseed  industry,  and  if  what  occurred 
here  was  in  consonance  of  tlieir  advice  for  relief,  I  can  not  see  whv 
Armour  &  Co.  should  write  to  this  gentleman  and  say,  **  also  you 
might  destroy  this  letter  on  the  subject.'' 

Mr.  AR!kiouR.  I  do  not  know  why  that  was  done,  but  I  can  8impl\ 
say  those  are  the  facts  and  they  can  easily  be  checked  up.  Under- 
stand me.  if  it  is  a  fact,  and  I  understand  it  is.  and  I  know  that  Mr. 
Pyle — they  had  one  price  on  everything.  They  wanted  to  stabilize 
the  cottonseed  oil  industry,  and  tluit  is  our  explanation  of  tliat  letter. 
Why  he  put  that  last  paragraph  in  I  do  not  know. 

Mr.  Dewalt.  I  am  perfectly  frank  in  saying  that  the  quotation 
from  the  letter  is  correct  ? 

Mr.  Armour.  Oh\  yes. 

Mr.  Dewalt.  I  am' perfectly  frank  in  saying  that  yonr  explanation 
of  the  reason  was  as  I  have  stated  ? 

Mr.  Armour.  Absolutely. 

Mr.  Dewalt.  But  you  do  not  attempt  to  e.xcusi*  the  party  fur  nuik- 
ing  that  assertion? 

Mr.  Armour.  No:  1  do  not  know  why  it  was  clone.  He  must  have 
known  or  he  may  not  have  known  of  the  situation,  but  I  assume  that 
he  did. 
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Mr.  Dewalt.  One  other  question :  Do  you  know  that  this  bill  pro- 
vides for  the  incorporation  by  the  Federal  Government  of  companies 
to  take  over  this  entire  businSess? 

Mr.  Armour,  I  will  ask  Mr.  Mayer  about  that. 

Does  it  include  the  packing  business? 

Mr.  Drwalt.  Yes,  sir ;  including  everything.  Have  you  examined 
that  feature  of  it? 

Mr.  Armour.  Mr.  Mayer  has  for  me. 

Mr.  Dew  alt.  In  the  light  of  those  facts,  including  this  bill,  do 
you  sav  it  doesn't  make  very  much  difference  to  the  packing  industry 
or  to  the  public  at  large  whether  we  report  this  bill  favorably  or  not? 

Mr.  Armour.  No  ;  I  don't  think  I  said  that. 

Mr.  Montague.  Mr.  Dewalt,  I  did  not  understand  Mr.  Armour  to 
make  that  statement,  that  it  did  not  make  any  difference.  He  said 
that  the  packin£i^  business  would  go  on,  or  would  have  to  go  on,  and 
of  course  it  will,  but  he  did  not  sav  that  it  wouldn't  make  anv  dif- 
ference. 

Mr.  Armour.  Yes,  sir ;  I  think  that  was  my  answer. 

Mr.  Dewalt.  It  would  make  a  very  material  difference  all  along 
the  line,  wouldn't  it? 

Mr.  Armour.  Yes,  sir. 

Mr.  Mayer.  It  would  destroy  it. 

The  Chairman.  You  may  now  proceed,  Mr.  Sweet. 

Mr.  Sweet.  Mr.  Chairman,  I  have  only  a  few  questions  to  ask,  as 
the  field  has  been  gone  over  very  thoroughly.  IVow,  Mr.  Armour, 
you  have  repeatedlj'  testified  here  that  this  was  a  family  concern — 
Armour  &  Co. 

Mr.  Armour.  Yes,  sir. 

Mr.  Sweet.  You  have  also  testified  that  in  1867  or  in  1868  the  busi- 
ness was  started  with  about  $160,000  of  capital  ? 

Mr.  Armour.  Yes,  sir. 

Mr.  Sweet.  That  represented  at  that  time  the  net  capital  of  the 
concern? 

Mr.  Armour.  Yes,  sir. 

Mr.  Sweet.  Now,  then,  from  your  statement  here  I  find  that  your 
net  income  for  the  year  1918  was  $16,247,838.53? 

Mr.  Armour.  Yes,  sir. 

Mr.  Sweet.  And  that  was  arrived  at  by  figuring  9  per  cent  net  on 
the  capital  invested? 

Mr.  Armour.  Yes,  sir. 

Mr.  Sweet.  And  that  the  dividend,  or,  rather,  the  income,  as  stated 
in  your  statement,  is  what  was  left  after  deducting  all  dividends  on 
the  preferred  stock? 

Mr.  Armour.  Yes,  sir. 

Mr.  Sweet.  And  all  overhead  expenses? 

Mr.  Armour.  Yes,  sir. 

Mr.  Sweet.  And  all  taxes? 

Mr.  Armour.  Net. 

Mr.  Sweet.  And  that  is  the  way  you  arrived  at  the  amount  of  your 
income  ? 

Mr.  Armour.  Yes,  sir. 

Mr.  Sweet.  Now,  if  that  was  the  amount  of  your  income,  the 
amoimt  of  the  net  capital  invested  would  be  somewhere  in  the  neigh- 
borhood of  $169,000 
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Mr.  Parker  of  New  Jersey.  A  hundred  and  sixty-nine  million  dol- 
lars, you  mean,  don't  you? 

Mr.  Sweet.  Yes,  sir.    Wouldn't  that  be  it,  Mr.  Armour  t 

Mr.  Akmour.  What  is  that  question,  now  ? 

Mr.  Sweet.  The  net  capital  you  have  invested,  according  to  your 
statement,  would  be  $169,000,000. 

Mr.  Armour.  Yes,  sir ;  the  statement  shows  that. 

Mr.  S^\^EET.  Here  is  a  concern  that  started  with  $160,000  net  capital 
and  in  50  years  it  amounts  to  $169,000,000. 

Mr.  Armour.  Yes,  sir. 

Mr.  Sweet.  And  the  question  was  asked  by  Mr.  Winslow  as  to 
about  the  average  rate  of  the  income  that  you  made  per  annum.  If 
you  take  $160,000  at  15  per  cent  compound  interest  for  50  years,  it 
will  amount  to  about  $163,000,000.  In  other  words,  if  you  take  any 
sum  of  money  at  the  rate  of  15  per  cent  per  annum  and  compoimd  it 
for  about  five  years,  it  will  douole? 

Mr.  Armour.  Yes,  sir. 

Mr.  Sweet.  And  you  have  doubled  every  five  years  during  the  50 
years.    Or  you  have  doubled  ten  times;  that  is  true,  isn't  it? 

Mr.  Armour.  Yes,  sir. 

Mr.  Sweet.  Now,  then,  in  addition  to  that,  you  have  declared  divi- 
dends to  the  amount  of  some  12  or  13  per  cent  per  annum  on  an 
average  ? 

Mr.  Armour.  No,  sir ;  I  don't  think  that  is  right 

Mr.  Sweet.  I  saw  a  statement  that  was  in  the  paper  last  evening. 
and  I  don't  know  just  how  it  was  placed  there,  but  I  saw  this  state- 
ment: 

The  poHcy  of  reinvestment  has  been  carried  on  so  consistently  in  the  succeed- 
ing years  that  87.90  per  cent  of  the  total  earnings  have  been  invested  In  the 
business,  and  only  12.10  per  cent  has  been  drawn  out  for  the  personal  and  private 
use  of  the  owners. 

Mr.  Armour.  Yes,  sir.  The  12.10  per  cent  was  the  total  amount 
drawn  out  during  the  entire  period. 

Mr.  Sweet.  Is  that  correct  ? 

Mr.  Armour.  Yes. 

Mr.  Dewalt.  I  think  that  is  in  consonance  with  the  printed  state- 
ment 

Mr.  Ar3iour.  If  my  printed  statement  shows  that,  it  is  correct — 
yes :  it  is  correct. 

Mr.  Sweet.  The  15  per  cent  refers  to  the  surplus  and  profits  re- 
invested in  the  business? 

Mr.  Armour.  Yes,  sir. 

Mr.  Sweet.  And  in  addition  to  that  you  have  taken  out  of  the 
earnings  of  the  business  an  amount  equal  to  12.10  per  cent  thereof  for 
the  personal  and  private  use  of  the  owners? 

Mr.  Armour.  Yep,  sir.  During  all  of  these  many  years  the  total 
drawn  out  for  personal  and  private  use  of  the  owners  was  only  12.10 
per  cent  of  the  entire  net  profits. 

Mr.  Sweet.  If  you  take  into  consideration  the  total  amount  of  jrour 
invested  capital,  as  shown  by  your  statement,  and  the  total  amount 
that  has  been  paid  to  the  owners  for  their  personal  and  private  use. 
your  net  income  would  amount  to  about  17  per  cent  per  annum  on  an 
average  from  1868  to  the  present  time.    Isn't  that  true  ? 
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Mr.  Armour.  Well,  I  am  perfectly  willing  to  have  that  figured  out 
for  you.  I  do  not  think  that  I  could  figure  it  out  myself  from  the  data 
I  have  here. 

Mr.  Sweet.  I  have  gone  over  this,  and  maybe  I  am  wrong,  and  if  I 
am  wrong  I  would  like  to  be  corrected. 

Mr.  Armour.  I  have  an  accountant  here,  and  he  can  figure  it  out 
for  us ;  but  right  on  the  face  of  it  I  would  say  you  are  entirely  wrong.  . 
However,  I  am  perfectly  willing  to  have  the  accountant  figure  it  out 
and  give  it  to  us. 

Mr.  Sweet.  The  reason  I  figured  it  out  that  way  was  that  I  had  no' 
data  from  your  statement  whereby  I  could  arrive  at  the  amount  you 
made,  on  the  average,  per  year.  But  I  did  have  the  original  amount 
of  your  net  capital,  which  was  $160,000,  and  I  also  had  the  amount 
of  your  net  capital  at  the  end  of  practically  50  years. 

Mr.  Armour.  Well,  I  will  be  perfectly  willing  to  have  that  figured 
out  and  furnished  to  you. 

Mr.  Sweet.  Of  course,  it  is  a  mathematical  deduction;  but,  after 
all,  I  would  like  to  have  you  run  over  that  and  say  wherein  it  is  not 
fair. 

Mr.  Armour.  Your  conclusion  and  figures  are  not  correct.  I  do  not 
think  we  can  furnish  it  to  you  here  now,  but  I  will  be' very  glad  to 
have  it  figured  out,  if  you  wish. 

The  Chairman.  Mr.  Sweet,  as  a  matter  of  information,  I  under- 
stood you  to  mean  17  per  cent  per  annum  for  50  years  on  the  $160,000  ? 

Mr.  Sweet.  Yes,  sir;  taking  $160,000  right  on  down,  it  doubles 
every  five  years.    I  am  getting  at  the  amount  per  year. 

The  Chairman.  All  right. 

Mr.  S^^EET.  Did  you  ever  make  more  than  20  per  cent  in  any  one 
year  on  your  business,  on  your  invested  capital? 

Mr.  Armour.  I  do  not  know.  I  think  many  years  ago  we  did — a 
great  many  years  ago — ^but  we  haven't  in  many  years. 

Mr.  Sweet.  During  the  last  few  years  yoil  have  not  made  that  much, 
have  you  ? 

Mr.  Armour.  Oh,  no;  I  don't  think  anything  near  it.  I  haven't 
got  those  figures  here  now. 

Mr.  Mayer.  Here  is  the  supplemental  statement  in  this  printed 
statement  of  the  company  already  in  evidence. 

Mr.  Sweet.  I  have  figured  it  out. 

Mr.  Armour.  We  have  given  you  the  figures  from  1912  to  1918  in 
the  supplemental  statement  to  my  general  statement. 

Mr.  owEET.  In  looking  over  your  statement,  you  seem  to  put  for- 
ward the  thought  that  you  are  conducting  a  great  machine  here  for 
the  distribution  of  food  products. 

Mr.  Armour.  We  have  always  thought  we  were. 

Mr.  Sweet.  Now,  then,  you  gather  together  foods  from  various 
sources  in  the  way  of  live  stock  and  put  them  through  your  plant, 
and  you  use  your  facilities  and  equipment  for  their  distribution.  I 
do  not  intend  to  go  into  this  in  any  extended  way,  but  I  come  to  the 
proposition  in  regard  to  Coca  Cola.  In  that  connection,  if  I  remem- 
ber your  testimony  correctly,  you  said  you  used  your  great  distribut- 
ing agency  for  the  purpose  of  selling  this  product. 

Mr.  Armour.  Yes,  sir. 
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Mr.  Sweet.  Now,  just  tell  us  how  you  handle  the  product.  Do  y<Mi 
purchase  the  product  or  do  you  sell  tne  services  of  your  great  agency 
for  its  distribution  ? 

Mr.  Armour.  Well,  I  really  do  not  know  and  could  not  answer 
that  question. 

Mr.  Sweet.  Do  you  buy  the  Coca  Cola  outright? 

Mr.  Armour.  I  could  not  say.  I  would  say  veiy  likely  we  would 
buy  it  right  out,  but  I  do  not  know  as  to  whether  we  buy  it  or  get  a 
commission  for  selling  it.    I  just  do  not  know. 

Mr.  Sweet.  That  is  the  question  I  am  getting  at,  because  you  ai-e 
putting  forward  in  the  statement  the  idea,  and  that  very  clearly,  that 
you  were  using  this  great  distributing  machine  for  the  purpose  of  dis- 
tributing these  various  products. 

Mr.  Armour.  Yes,  sir;  we  are.  We  handle  Coca  Cola  as  a  jobber. 
We  get  exactly  the  same  terms  as  are  offered  by  the  Coca  Cola  Co.  to 
all  jobbers,  and  we  sell  to  the  retailers  at  the  same  price  as  the  other 
jobbers  charge. 

Mr.  Sweet.  In  that  connection,  take  canned  sweet  corn,  for  in- 
stance, and  you  are  handling  that  to  some  extent  ( 

Mr.  Armour.  Yes,  sir. 

Mr.  Sweet.  To  what  extent? 

Mr.  Armour.  Well,  I  do  not  know  in  dollars  and  cents,  but  it  is 

Mr.  Sweet  (interposing).  Give  it  to  us  in  general  terms. 

Mr.  Armour.  Oh,  it  might  be  a  million  dollars ;  it  might  be  two  or 
three  million  dollars. 

Mr.  Sweet.  How  are  you  handling  that,  on  commission  ? 

Mr.  Armour.  I  think  we  probably  buy  that. 

Mr.  Sweet.  You  buy  that  outright! 

Mr.  Armour.  I  think  we  probably  buy  that,  and  have  it  labeled  for 
us.    We  buy  it  from  the  concern  that  puts  it  up. 

Mr.  Sweet.  From  the  jobbers? 

Mr.  Armour.  Well,  from  the  packers  who  put  it  up. 

Mr.  Sweet.  In  that  respect  you  are  interested  in  the  marketing  of 
sweet  com,  are  you  not? 

Mr.  Armour.  Very  decidedly. 

Mr.  Sweet.  You  also  handle  canned  fish,  or  canned  salmon. 

Mr.  Armour.  Yes,  sir. 

Mr.  Sweet.  How  do  you  handle  it? 

Mr.  Armour.  We  handle  it  both  ways.  Sometimes  we  buy  it  and 
sometimes  we  handle  it  on  commission.  It  depends  entirely  on  the 
circumstances.  We  have  no  interest,  however,  as  I  have  stated^  in  any 
fish  or  salmon  concern. 

Mr.  Sweet.  No;  I  undei-stand  that.  I  am  following  along  this  line, 
whether  you  are  buying  products  outright,  or  simply  selling  the 
servicers  of  your  great  distributing  machine. 

Mr.  Armour.  Generally  we  are  selling  the  services  of  our  distribut- 
ing machine.  But  that  is  not  always  so.  I  say  that  is  true^  ffenerally 
speaking.  We  do  both,  as  I  say,  in  the  matter  of  canned  salmon* 
With  the  Booth  people,  I  think  they  pay  us  a  commission  for  hand- 
ling it,  and  then  we  may  go  out  soinewj^ei^  else  and  buy  some  from 
somebod}*  else  if  we  can  not  gH  enough  of  it  from  the  Booth  people. 

Mr.  S\\T5et.  You  are  handling  flour? 

Mr.  Armour.  Xo,  sir:  we  do  not  handle  flour. 
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Mr.  Sweet.  You  stated  in  your  testimony  you  were  negotiating  at 
the  present  time  with  certain  fruit  growers. 

Mr.  Armour.  Yes,  sir. 

Mr.  Sweet.  In  what  way  are  you  negotiating? 

Mr.  Armour.  They  have  associations  out  in  California — growers' 
associations — ^and  each  man  sends  in  his  fruit  and  has  it  packed  and 
gets  back  a  certain  percentage  of  profits  according  to  the  mount  of 
^oods  he  sends  in.  You  probably  Imow  about  that.  We  are  negotiat- 
ing to  handle  some  of  these  goods  for  those  people  on  a  commission 
basis.  If  so,  they  will  allow  us  a  commission  to  sell  it.  And  I  wish 
to  say  in  this  connection  I  think  we  would  be  of  very  great  use  to 
those  paople  out  there  in  furnishing  them  a  wider  distribution  for 
their  goods,  a  distributon  that  they  have  never  been  able  to  get  before. 
If  they  had  to  sell  their  goods  to  this  jobber  and  that  jobber,  or  any 
fellow  who  came  along  and  wanted  to  buy  their  goods,  you  can  im- 
agine what  it  would  mean  to  them. 

Mr.  Sweet.  What  percentage-  of  these  unrelated  products  do  you 
sell  on  commission? 

Mr.  Armour,  That  is  a  very  hard  question  to  answer,  and  I  could 
not  tell  you  that  without  looking  it  up,  but  I  do  not  think  a  very 
large  percentage. 

Mr.  Sweet.  It  seems  to  me  it  is  quite  important  that  we  have 
these  facts  in  this  connection,  because  the  Federal  Trade  Commission 
has  made  the  assertion,  or  at  least  it  has  left  the  inference  that  as 
time  went  on  and  you  keep  handling  these  unrelated  products,  the 
time  would  come  when  you  would  drive  thejgeneral  grocer  or  whole- 
sale grocer  out  of  business.  It  is  quite  a  dinerent  question  when  you 
buy  the  product  outright  and  .go  into  the  market  and  sell  it,  or 
whether  you  simply  handle  it  upon  a  commission  basis,  and  use,  as 
you  say,  your  great  distributing  machine  for  the  purpose  of  reaching 
the  consumer. 

Mr.  Armour.  We  do  both  now,  but  I  do  not  know  what  the  per- 
centage is. 

Mr.  Sweet.  What  is  your  policy  in  that  connection?  Do  you 
expect  to  continue  in  the  commission  business  in  that  way  or  do 
you  expect  to  purchase  the  goods? 

Mr.  Armour.  Well,  that  policy  would  change.  It  would  depend 
a  great  deal  on  what  the  conditions  were.  If  we  found  we  could  not 
handle  them  on  commission,  we'  might  want  to  buy  them  or  might 
want  to  do  both.  What  policy  we  might  have  in  one  section  of  the 
country  might  be  entirely  changed  in  another.  I  could  not  answer 
that  more  definitely,  and  still  I  want  to  answer  you. 

Mr.  Sweet.  In  your  statement  here  I  believe  you  say  that  only  4.6 
per  cent  of  your  business  is  related  to  the  grocerj^  business. 

Mr.  Armour.  I  think  that  is  correct.  I  have  it  right  here.  Here  is 
the  letter : 

With  reference  to  the  wholesale  grocers  going  out  of  business  on  account  of 
the  packers,  for  your  information  statistics  show  that  there  were  2,500  whole- 
sale groceries  in  1907  as  against  3,590  wholesale  grocers  in  1918,  showing  an 
increase  of  43  per  cent. 

No;  this  is  not  the  one  you  refer  to.  I  haven't  the  other  paper,  but 
I  think  it  was  4.6  per  cent. 

Mr.  Sweet.  How  long  have  you  had  that  percentage  of  grocery 
business? 
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Mr.  Armoxtr.  That  isn't  percentage  of  grocery  business.  That  is 
the  percentage  of  our  total  Dusiness — I  mean  of  Armour  &  Co.'s  busi- 
ness— ^that  is  done  in  business  of  that  kind. 

Mr.  Sweet.  Of  Armour  &  Co.'s  business  I  meant.  I  mean  of  all 
your  business  in  connection  with  the  grocery  trade. 

Mr.  Armour.  I  do  not  think  that  nas  been  very  long,  because  we 
haven't  been  handling  groceries  and  different  thingsfor  a  great  while. 
I  do  not  know  how  long,  and  I  would  say  it  was  within  10  years, 
less  than  10  vears. 

Mr.  Sweet.  There  are  many  other  questions  I  would  like  to  ask 
you,  but  I  fear  I  am  not  going  to  have  the  time.  Now,  as  I  under- 
stand, one  of  your  purposes  in  coming  down  here  was  to  drive  away 
any  mystery  that  might  be  connected  with  the  packing  business; 
isn't  that  true  ? 

Mr.  Ar3iour.  Well,  I  will  be  very  much  pleased,  indeed,  if  I  am  able 
to  do  that. 

Mr.  Sweet.  Without  going  into  a  discussion  of  the  Union  Stock 
Yards  &  Transit  Co.,  of  Illinois,  or  the  New  Jersey  Co.,  or  the  Maine 
Co.,  and  in  view  of  the  fact  that  Mr.  Doremus  has  asked  you  some 
questions  in  that  connection,  I  would  like  to  have  you  put  into  the 
record  here  everything  pertaining  to  the  organization  ox  these  three 
companies. 

Mr.  Armour.  I  will  be  glad  to  get  that  information  for  you  and 
put  it  in,  but  you  can  get  it  all  direct  from  Mr.  Prince,  who  is  in  con- 
trol and  is  the  majority  owner. 

Mr.  Sweet.  I  want  the  amount  of  stock,  who  owns  the  stock,  the 
purposes  of  the  corporations,  and  who. are  the  present  stockholders* 
and  why,  in  that  connection,  you  issued  warrants  in  some  instances 
instead  of  capital  stock.  In  other  words,  give  everything  in  connec- 
tion with  the  organization  of  those  three  companies  that  will  be  of 
interest  to  us  here  in  going  over  this  question.  In  a  sense,  I  do  not 
consider  it  very  important,  but  in  view  of  the  fact  that  you  have 
testified  meagerly  in  regard  to  it,  and  in  view  of  the  fact  that  a  state- 
ment apj^ears  here  in  the  report  of  the  Federal  Trade  Commission,  I 
would  like  to  have  you  explain  it  fully  and  in  detail. 

Mr.  Armour.  I  will  be  very  glad  to  g^ve  you  all  the  information  I 
can.  I  want  to  say  to  you  that  I  am  willing  to  give  you  anything  I 
can,  and  I  will  ask  Mr.  Mayer  to  get  that  and  give  it  to  you,  if  he  can. 
But  I  don't  know  whether  he  can.  Mr.  Prince,  of  Boston,  can  give  it 
all  acrurately  to  you. 

Mr.  Sweet.  In  that  connection,  I  simply  want  to  ask  you  to  get  the 
facts  about  it. 

Mr.  AniiouR.  Mr.  ^fayer  will  undertake  to  get  them,  if  he  can. 

Mr.  Mayer.  I  would  sav,  Mr.  Sweet,  that  Mr.  Armour  onlv  owns  « 
little  less  than  20  per  cent  in  that  company,  and  the  reason  why  they 
issued  bearer  warrants  is  as  much  unknown  to  us  as  to  you.  The  late 
Hon.  Richard  01nej\  Secretary  of  State  in  President  Cleveland's 
Cabinet,  was  the  legal  adviser,  and  he  represented  the  parties  in  that 
work,  and  we  had  nothing  whatever  to  do  with  the  organization  of 
the  company.  Mr.  Armour  simply  took  an  investment  which,  in  this 
case,  turned  out  profitably;  but,  on  the  other  hand,  I  think  he  can 
name  you  some  investments  which  turned  out  quite  unprofitably. 

Mr.* Sweet.  You  are  acquainted  with  Mr.  Prince? 
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Mr.  Armour.  Yes,  sir. 

Mr.  Sweet.  And  you  own  a  considerable  amount  of  stock? 

Mr.  Armour.  Twenty  per  cent. 

Mr.  Sweet.  You  have  access  to  the  papers  and  books? 

Mr.  Armour.  Only  through  Mr.  Prince  or  the  officers.  I  am  not  an 
officer  or  director. 

Mr.  Sweet.  And  it  is  upon  that  basis  that  I  ask  you  for  this  infor- 
mation ;  not  that  it  is  a  matter  of  public  importance,  but  following 
out  the  theory  upon  which  you  came  here,  to  dispel  all  these  insinu- 
ations against  your  company,  or  in  regard  to  your  company,  because 
of  its  ownership  of  stockyards,  and  so  forth,  I  think  we  better  have 
this  information. 

Mr.  Armour.  You  can  get  it  best  direct  from  the  Stock  Yards  Co. 
I  want  to  explain  to  do  tnat  we  have  nothing  to  cover  up.  I  have 
been  very  frank  with  you  people,  and  have  no  desire  to  do  anything 
else ;  I  only  have  the  one  desire,  to  give  you  anything  you  want,  and 
I  have  no  reason  to  think  I  can  not  give  you  anything  you  ask  in  re- 
gard to  the  stockyards. 

Mr.  Sweet.  That  is  the  spirit  that  has  induced  me  to  ask  you  this 
question,  so  as  to  clear  up  everything  that  has  been  inquired  about. 

Mr.  Armour.  If  I  can  not  ^ve  it  to  you,  I  will  try  to  ^ve  you  a 
satisfactory  reason  for  that  failure,  and  one  that  I  think  will  satisfy 
you.  But  I  think  I  can  give  yoii  the  information.  If  I  can  dispel 
some  of  these  bad  impressions  that  have  gotten  but  about  the  packers, 
I  shall  be  very  glad,  mdeed,  that  I  came  here.  At  any  rate,  I  want  to 
say  that  the  jpacking  business  is  no  mystery,  and  I  still  think  that 
instead  of  having  rocks  thrown  at  us  we  ought  to  have  a  few  bouquets 
sent  to  us. 

Mr.  WiNBLow.  Wouldn't  it  be  weU,  if  you  want  to  know  about  these 
warrants,  Mr.  Sweet,  to  have  Mr.  Prince  come  before  us? 

Mr.  Armour.  I  suggested  that  on  yesterday. 

Mr.  WiNSLOw.  It  would  be  a  very  interesting  meeting  while  it 
lasted. 

Mr.  Armour.  I  will  try  to  get  all  that  information  about  it.  But, 
if  you  ask  Mr.  Prince  to  come  down  here  he  will  give  you  everything 
and  anything  you'  want. 

Mr.  WiNsiow.  Pardon  nie,  Mr.  Sweet,  but  while  Mr.  Armour  can 
^et  the  information,  no  doubt,  yet  it  is  not  in  his  care,  and  it  is  in 
the  care  of  Mr.  Prince,  and  I  thought  we  might  get  it  from  him. 

Mr.  Sweet.  That  is  true,  but  Aft.  Armour  is  connected  with  Mr. 
Prince  and  acquainted  with  him,  and  is  a  stockholder  of  the  com- 
pany, and  will  get  the  data  for  us,  or  give  us  some  satisfactory  rea- 
son for  his  failure  so  to  do. 

Mr.  Armour.  I  will  try  to  get  it  for  you. 

Mr.  Sweet.  I  want  you  to  clear  up  the  mystery,  if  there  is  any 
mystery. 

Mr.  Armour.  I  will  get  the  information  for  you,  and  if  I  can  not 
get  it  for  you,  I  will  call  Mr.  Prince's  attention  to  the  fact  that  you 
want  it,  and  I  am  sure  you  can  get  it  from  him  himself. 

Mr.  Sweet.  I  am  leaving  entirely  to  you  the  matter  of  getting  this 
information,  so  that  you  may  let  us  know  about  it. 

Mr.  Armour.  All  right. 

S9027~19— FT  4 11 
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Mr.  Sweet.  In  this  connection  I  will  also  say,  Mr.  Armour,  I 
would,  personally,  before  this  hearing  is  over,  like  to  have  Mr.  Mayer 
give  us  his  judgment  and  opinion  upon  some  of  the  constitutional 
questions  that  may  be  involved  in  this  bill. 

Mr.  Armour.  I  will  be  very  glad  to  have  Mr.  Mayer  do  that. 

Mr.  Mater.  If  you  wish,  I  can  do  that  in  the  morning.  I  can  do 
it  in  10  or  15  minutes,  and  there  is  no  necessity  for  my  leaving  the 
city  to-night. 

Mr.  Snook.  The  chairman  is  not  here.  We  will  take  it  up  with 
him  to-morrow. 

Mr.  Sweet.  I  believe  that  is  all  I  care  to  ask. 

Mr.  Snook.  Mr.  Armour,  I  will  promise  not  to  keep  you  more  than 
five  minutes.  This  has  gone  on  so  long  that  I  do  not  want  to  delay 
it  further,  but  there  are  one  or  two  questions  I  would  like  to  ask  3^ou. 
I  suppose  you  have  given  pretty  careful  consideration  and  thought 
to  this  proposed  bill?  You  have  gone  over  it  pretty  carefully,  I 
take  it. 

Mr.  Armour.  Yes,  sir ;  I  suppose  so. 

Mr.  Snook.  As  I  understand  from  the  hearings  we  have  had,  ac- 
cording to  the  statements  from  the  Federal  Trade  Commission,  it  is 
prompted  by  the  theory  that  the  five  big  packers,  and  you  know  who 
they  are,  either  now  or  ultimately  will  have  a  monopoly  of  the  meat- 
packing industr}^  of  the  country.  As  I  understand  your  testimony, 
you  deny  that  there  is  any  such  monopoly  or  likelihood  of  there  be- 
inff  any  such  monopoly. 

Mr.  Armour.  Yes,  sir. 

Mr.  Snook.  That  is  your  answer? 

Mr.  Armour.  Yes,  sir. 

Mr.  Snook.  In  that  connection,  I  would  like  to  have  you  supplv 
the  committee  with  the  information,  if  you  can,  of  what  the  Krowtb 
of  these  great  packing  industries  has  resulted  in — ^in  its  effect  auring 
the  last  10  vears,  or  12  or  1»>  ycurr.  upon  t!ie  starting  up  or  institution 
of  independent  packing  industries  in  the  country. 

Mr.  Armour.  I  would  say  that  there  are  more  independent  pack- 
ing houses  in  the  country  to-day  than  there  ever  have  been  in  the 
past. 

Mr.  Snook.  Haven't  they  been  steadily  going  into  that  business 
in  the  last  10  years? 

Mr.  Armour.  Yes,  sir.  I  think  more  have  gone  into  the  business 
in  that  time  than  ever  before. 

Mr.  Snook.  How  do  they  thrive  in  competition  with  your  packing 
industry  ? 

Mr.  Armour.  Why,  that  is  pretty  near  like  any  other  business.  It 
depends  on  the  management.  It  depends  on  the  man.  That  is  all : 
the  way  it  is  run.  There  isn't  any  reason  why  a  man  can't  go  into  tho 
packing  business. 

Mr.  SxooK.  It  is  a  personal  question. 

Mr.  Armour.  Why,  yes;  it  depends  entirely  on  how  the  business  i? 
run.  If  the  big  packing  businasses  of  Swift  &  Co.  and  Armour  *  Co, 
hadn't  been  run  properly,  we  wouldn't  have  been  big  business;  that 

is  all. 

Mr.  Snook.  Are  there  independent  packing  industries  at  all  the^» 
centers  where  you  and  Swift  operate  ? 
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Mr.  Armour.  Yos,  sir.  Well,  not  at  all  of  them.  There  is  none 
other  at  Fort  Worth  that  I  know  of,  but  broadly  speaking,  yes. 

Mr.  Snook.  Have  any  of  them  grown  to  any  size  worth  speak- 
ing of? 

Mr.  Armour.  Yes,  sir;  they  have  grown  a  lot. 

Mr.  Snook.  Can  you  name  some  of  the  larger  of  them  ? 

Mr.  Armour.  Well,  there  is  one  in  Chicago,  the  Agar  Packing  Co., 
that  I  think  has  grown  a  lot,  and  there  are  a  lot  of  other  independents 
that  have  grown  very  much.  Jacob  Dold  &  Co.  has  grown  to  a  large 
concern,  and  there  are  many  other  similar  concerns. 

Mr.  Snook.  We  had  one  man  who  testified  here  from  Indianapolis. 

Mr.  Armour.  Yes;  I  was  just  going  to  get  to  him.  That  is  Sin- 
clair, is  the  man's  name. 

Mr.  Snook.  It  was  Kingan  &  Co.'s  man  ? 

Mr.  Armour.  Yes,  sir.  They  are  a  very  large  and  successful 
concern. 

Mr.  Snook.  Do  you  operate  in  competition  with  them  at  Indian- 
apolis? 

Mr.  Armour.  We  are  not  in  competition,  because  I  don't  think 
they  know  we  are  there. 

Mr.  Snook.  What  is  that? 
'  Mr.  Armour.  I  am  sorry  to  say  I  don't  think  they  know  we  are 
there,  but  we  have  a  place  in  Indianapolis. 

Mr.  Snook.  Do  they  handle  meats  in  the  markets ;  that  is,  do  they 
undersell  you  in  the  markets? 

Mr.  Armour.  No.  They  make  wonderfully  good  goods  and  they 
get  wonderfullv  good  prices.  I  believe  Kingan  gets  as  good  prices 
as  anybody  in  tne  packing  business. 

Mr.  Snook.  You  say  that  they  have  gotten  and  still  get  as  good 
if  not  better  prices  for  their  proaucts? 

Mr.  Armour.  They  get  as  good  and  in  many  instances  I  would 
say  they  get  better  prices,  and  are  still  growing. 

Mr.  Snook.  Do  you  and  your  counsel  consider  the  first  sections 
of  this  bill  to  mean  that  ultimately  this  business  will  be  taken  over 
and  also  operated  by  the  Government?  That  is,  that  it  means  Grov- 
emment  ownership  of  this  industry  ?  Is  that  the  way  you  consider 
it ;  or  do  you  consider  it  to  mean  Government  operation  ? 

Mr.  Armour.  I  do  not  know,  but  I  think  if  they  take  the  cars  and 
the  stockyards  and  the  branch  houses  and  the  freezing  houses,  that 
they  would  either  want  to  do — and  I  am  saying  it  now  not  from  the 
standpoint  of  a  packer,  for  if  you  want  to  take  the  whole  industry 
over,  all  right — but  I  would  say  that  you  will  want  to  do  one  of  two 
things,  vou  will  either  want  to  take  the  whole  industry  or  leave  it 
alone.  If  it  is  a  good  thing  for  the  country  to  have  the  Govern- 
ment take  the  whole  industry  over,  then  I  have  no  objection  what- 
ever to  that. 

Mr.  Snook.  I  understand  your  position.  Do  you  look  upon  it  as 
a  bill  which  is  intended  ultimately  to  mean  to  the  country  and  to 
the  people  of  the  country  the  matter  of  Government  ownership,  of 
these  things? 

Mr.  Armour.  I  think  it  would  result  in  that;  yes. 

Mr.  Snook.  Now,  going  to  the  other  feature  of  it,  you  have  ex- 
amined this  feature  whidi  provides  for  operating  under  a  license 
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system,  have  you,  which  is  provided  in  this  bill?    You  have  looked 
into  that^ 

Mr.  Armour.  Yes,  sir. 

Mr.  Snook.  You  have  looked  that  f eatui-e  over  ? 

Mr.  Armour.  Yes,  sir. 

Mr.  Snook.  Do  you  consider  the  provisions  of  that  bill  to  mean  in 
that  regard  that  it  the  law  is  put  into  effect  it  can  be  so  operated 
as  to  prevent  you  from  engaging  in  these  allied  industries  that  you 
speak  about  ? 

Mr.  Armour.  Yes;  as  I  understand  that  is  the  object  of  the  bill. 

Mr.  Snook.  I  asked  that  question  for  the  reason  that  I  asked  Mr. 
Colver  when  he  was  on  the  stand  that  same  question,  and  he  did  not 
seem  to  be  certain  about  it. 

Mr.  Armour.  Well,  he  is  certain  about  it;  and  just  as  certain  as  I 
am,  I  guess. 

Mr.  Snook.  You  think  that  is  the  intendment  of  the  bill? 

Mr.  Armour.  Why,  naturally.  If  that  object  were  not  in  view,  I 
do  not  see  any  reason  for  the  other  at  all. 

Mr.  Snook.  How  is  that  ? 

Mr.  Armour.  I  do  not  see  any  reason  for  licensing  packers  if  it 
does  not  contemplate  a  final  Government  ownership. 

Mr.  Snook.  Mi^ht  it  not  be  control  along  the  line  of  the  food  oon^ 
tix)l  over  the  packmg  industry,  as  to  limiting  jprofits  in  business  t 

Mr.  Armour.  Well,  of  course,  my  thought  is  naturally  based  upon 
the  recommendations  and  the  report  of  tne  Federal  Trade  Commis- 
sion.  Now,  I  say,  and  this  committee  can  agree  with  me  or  not,  a«t 
they  please,  but  1  say  it  is  absurd  and  entirenr  unworkable  from  the 
country's  standpoint^  and  from  the  consumer^  standpoint,  and  from 
the  producers'  standpoint.  It  may  sound  terribly  nice  and  all  that, 
but  I  will  tell  you,  gentlemen,  it  won't  work  out.  The  whole  theory 
of  the  bill  is  very  bad  from  every  standpoint.  It  spells  ruin  to  our 
whole  industrial  system. 

Mr.  Snook.  Well,  Mr.  Armour^  I  asked  you  that  c^uestion  for  the 
reason  that  I  do  not  think  that  this  provision  in  the  bill  is  altogether 
clear,  and  I  am  not  certain  whether  or  not  if  the  license  system  is 
adopted  they  oould  prevent  you  packers  from  going  on  under  this 
law. 

Mr.  Armoxtb.  Well,  that  is  under  the  discretion  of  the  man  who 
gives  us  the  license. 

Mr.  Snook.  I  do  not  know  whether  it  gives  him  the  discretion 
or  not 

Mr.  Armour.  Well,  I  think  it  would. 

Mr.  Snook.  Just  one  more  question.  There  has  l)ecn  a  good  deal 
of  talk  here  about  turning  over  refrigerator  cars,  and  there  has  been 
some  talk  about  railroads  operating  these  cars,  and  some  talk  about 
the  Government  operating  tnem.  But  in  either  event,  if  operated  Ivy 
the  railroads  or  operated  by  the  Government,  if  you  still  continued  in 
the  packing  busine«<s,  would  it  be  necessary  for  you  to  keep  up  a 
force  of  men  to  look  after  securing  the  oars,  and*  to  look  after  the 
service,  in  order  to  carrv  on  vour  business? 

Mr.  Armour.  It  would,  and  that  would  lie  an  additional  expensi* 
chat  would  ha^e  to  come  out  of  soineliody.  Bc^cause  HonielMnlv  wonM 
have  to  look  after  thes<'  rai-s.  in  addition  to  the  railroads.     It  d<M»8n't 
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Diake  much  difference  who  owns  the  cars;  if  we  don't  get  them,  you 
and  the  whole  public  will  suffer  a  great  deal. 

Mr.  Snook.  From  your  experience  in  the  business,  and  you  have 
had  a  lon^  experience,  would  you  say  that  if  the  cars  were  taken  over 
by  the  railroads  or  by  the  Government,  either  one,  it  will  be  neces- 
sary to  keep  a  force  of  men  to  look  after  th^n  ? 

Mr.  Arhouk.  I  certainly  think  so.  The  Government  evidently 
hasn't  very  much  confidence  jn  its  ability  to  take  over  the  cars,  be- 
cause they  have  the  right  to  take  them  over  now,  and,  figuratively 
speaking,  thev  did  take  them  over  and  turned  them  back  to  us  the 
next  day.  Tnat  is,  I  mean  to  say  thev  had  the  right  to  take  them 
ovw,  and  we  came  down  to  find  out  if  they  wanted  them,  and  they 
said  no.  We  think  the  proper  place  for  refrigerotor  cars  is  where 
they  are.  The  Interstate  Commerce  Commission,  after  an  exhaustive 
examination  over  a  period  of  six  years,  decided  that  it  would  not  be 
a  good  thing  for  the  railroads  to  talce  over  the  refrigerator-  cars. 

Mr.  Snook.  If  the  cars  were  taken  over  by  the  Government  or  were 
operated  by  the  railroads,  there  would  still  have  to  be  some  man  or 
some  committee  who  would  make  an  allotment  of  these  cars  to  the 
different  shippers  in  the  country,  notwithstanding  we  have  laws  to 
prevent  discrmiination,  because  there  would  be  the  chance  of  dis- 
crimination? 

Mr.  Akmour.  I  think  they  would  placard  the  cars  by  putting  up  a 
board  with  a  placard  on  them  saving,  "  Beturu  this  car  to  Armour  & 
Co.^'  They  would  allot  us  3,000  or  4,000  cars,  and  Swift  &  Co.  would 
be  allotted  so  many  cars. 

Mr.  Snook.  Would  there  be  a  chance  for  the  body  or  committee 
who  made  the  allotment  to  make  a  discrimination  ? 

Mr.  AioioxjR.  There  is  always  that  chance. 

Mr.  Snook.  I  have  often  heard  that  many  people  in  the  coal  busi- 
ness had  complained  of  discrimination. 

Mr.  Armoitb.  Of  course,  there  is  always  that  chance. . 

Mr.  Snook.  So  far  as  cars  are  concerned,  you  think  the  quality  of 
the  service  received  by  the  packers  would  deteriorate  ? 

Mr.  Akmour.  Yes,  sir;  and  there  is  no  doubt  about  that  either,  in 
my  opinion.    I  think  I  know  about  that. 

Mr.  Snook.  One  more  question.  Relating  to  your  business  that 
you  had  in  Argentina,  where  did  you  sell  that  product  ? 

Mr.  Armour.  Since  the  war  it  has  all  been  sold  in  the  allied  coun- 
tries. 

Mr.  Snook.  What  percentage  before  the  war  of  that  product 
packed  in  Argentina  came  here? 

Mr.  Armour.  It  was  very  little,  comparatively  speaking.  That 
wouldn't  really  answer  your  question,  because  the  war  came  along 
so  Quickly  after  they  took  off  the  duty  that  it  wouldn't  show  rela- 
tivwy  how  much — or  I  mean  enough  to  show  what  the  effect  would 
be.    Very  little  was  brought  here. 

Mr.  Snook.  Could  you  give  me  a  comparative  estimate  of  the 
amount  shipped  to  Europe  and  the  amount  that  came  here? 

Mr.  Armour.  As  I  say,  when  they  took  the  duty  off  of  beef  coming 
from  South  America,  very  shortly  after  that  the  war  came  along  and 
they  didn't  fairly  get  started.    There  was  some  stuff  that  came  in 
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from  South  America,  quite  a  considerable  little  amount  of  stuff,  but 
they  really  just  had  only  gotten  under  way  when  the  war  came  along, 
and,  of  course,  they  had  to  stop  that. 

Mr.  Snook.  Is  it  your  intention  to  sell  that  meat  product  in  this 
country  or  in  Europe  or  where? 

Mr.  Armouh.  We  will  sell  it  wherever  it  is  to  our  best  advantage. 

Mr.  Snook.  Do  you  think  it  would  be  to  better  advantage  to  sellit 
here  or  not! 

Mr.  Armoub.  Well,  I  think  we  would  sell  it  at  both  places.  I 
think  there  will  be  a  trade  for  us  here  and  also  in  Europe. 

Mr.  Snook.  That  is  all. 

Mr.  Cooper.  Mr.  Armour,  if  it  will  be  a  matter  of  any  consolation 
to  you,  I  will  say  that  I  am  the  last  member  of  this  committee,  and 
I  am  sure  that  I  along  with  the  rest  of  the  committee  appreciate 
your  kindness  in  answering  readily  and  frankly  the  questions  which 
nave  been  propounded  to  you,  for  we  have  be^  operating  here  two 
days  with  you,  and  you  have  render^  a  service  that  should  be  val- 
uable to  all  of  us.  Now,  just  one  or  two  questions  and  I  will  promise 
to  keep  you  but  a  very  few  minutes.  Bef rigerator  cars  have  been 
very  essential  to  the  successful  operation  of  your  business! 

Mr.  Armour.  Oh,  yes;  they  are  indispensable. 

Mr.  C\)OPKR.  Without  those  cars  your  business  would  not  have 
l)een  as  successfuri! 

Mr.  Armour.  Without  them  our  business  would  not  have  been 
successful  at  all,  or  in  any  event,  to  only  a  limited  extent. 

Mr.  Cooper.  The  ivirigerator  car  bears  the  same  relation  to  you 
that  the  delivery  truck  does  to  the  department  store? 

Mr.  Armour.  Yes,  sir. 

Mr.  C<x)PER.  You  built  those  cai-s  be.-ause  you  did  not  think  it 
would  l)e  to  the  best  interests  for  your  company  to  depend  upon 
somebody  else  to  furnish  delivery  wagons  for  you? 

Mr.  Armour.  No;  we  built  them  l)e('ause  we  could  not  get  anybody 
else  to  furnish  them. 

Mr.  Cooper.  Do  you  believe  it  is  to  the  best  interests  of  your 
company  to  have  them  instead  of  depending  upon  someone  else  for 
them? 

ilr.  Armour.  Yes,  sir.  Our  original  reason  for  building  and  fur- 
iiishin^r  them  was  that  at  that  time  nolK)dy  else  would  furnish  them 
for  us. 

Mr.  Cooper.  At  the  same  time  they  have  been  a  great  help  to  you 
in  delivering  the  products  in  an  expeditious  manner  to  the  ron- 
sumei's  of  the  country  ( 

Mr.  Armour.  Undoubtedly;  yes,  sir. 

Mr.  C\k)per.  I  believe  that  is  the  line  that  a  great  many  of  our  in- 
diistrial  plants  nw  followinjer  to-day.  I  know  that  some  of  the  steel 
industries  in  the  district  that  I  represent  are  building  their  own  coke 
<j»rs  an<l  coal  cai-s  to-day,  which  are  l)eing  used  in  interstate  com- 
Hier.  e,  in  order  to  pet  their  products  to  and  from  the  mines  and 
markets.  Thev  are  building  their  own  cars  because  they  think  it 
ess4»ntial  to  their  business,  and  it  helps  them  along  that  line.  As  to 
your  stcM-kyards.  do  you  lielieve  you  get  better  and  more  efficient 
servi<»e  by  having  your  own  terminal  facilities  and  your  own  switch- 
ing of  carat 
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Mr.  Armour.  Yes,  sir. 

Mr.  Cooper.  Than  to  depend  upon  some  outside  institution  to 
do  it? 

Mr.  Armour.  Oh,  yes.  We  have  now  our  own  boss  switchmen  at 
the  yards  to  see  that  we  get  our  cars  in.  If  we  had  to  depend  upon 
iiomebody  else  they  would  never  come  in. 

Mr.  Cooper.  If  this  bill  were  to  become  a  law,  the  Government 
will  have  the  right  to  take  over  those  switching  facilities  and  cars. 

Mr.  Armour.  Yes,  sir. 

Mr.  Cooper.  In  other  words,  your  industry  would  have  to  depend 
upon  an  outside  institution  to  carry  it  on? 

Mr.  Armour.  It  would,  without  any  personal  interest  in  seeing  that 
the  work  was  done- right. 

Mr.  Cooper.  You  have  been  a  very  successful  business  man,  and 
although  this  question  has  been  asked  I  want  to  ask  it  again :  If  this 
bill  were  to  become  a  law,  how  far  will  it  reach  out?  The  sponsors 
for  this  bill  say  it  only  applies  to  the  packers.  If  it  only  applies 
to  the  packers,  it  seems  to  me  it  is  class  legislation,  and  there  would 
be  some  ground  for  attacking  the  constitutionality  of  it.  If  it  is 
constitutional,  it  seems  to  me  that  it  is  going  to  reach  out  and  take 
in  other  fields  of  endeavor  as  well  as  the  packers.  For  instance, 
here  is  Sears,  Roebuck  &  Co.,  of  Chicago,  and  they  deal  in  every- 
thing, almost,  from  a  pound  of  sugar  to  a  thrashing  machine,  it 
seems  to  me,  if  this  bill  is  constitutional,  that  it  might  reach  out 
and  go  into  every  other  line  of  legitimate  endeavor  in  the  United 
States. 

Mr.  Armour.  I  think  it  is  quite  likely  it  would. 

Mr.  Cooper.  I  just  wanted  your  opinion  on  it. 

Mr.  Armour.  I  think  it  quite  likely  it  would. 

Mr.  Cooper.  Especially  at  this  time,  when  there  seems  to  be  a 
tendency  on  the  part  of  a  great  many  people  for  Government  control 
of  almost  every  institution  we  have  in  our  country.  That  seems  to 
be  a  fad  with  some  people — Government  ownership. 

Mr.  Armour.  Yes,  sir. 

Mr.  Cooper.  That  is  all. 

Mr.  Parker  of  New  Jersey.  When  Mr.  Philip  D.  Armour,  in  his 
Denver  letter  of  October  15,  1915,  said,  *'0f  course  as.  you  know 
everything  here  is  done  on  a  50-50  basis,"  was  there,  at  that  time,  or 
at  any  other  time,  any  agreement  or  understanding  with  the  Swifts, 
either  directly  or  indirectly,  expressed  or  implied,  for  the  establish- 
ment or  maintenance  of  that  proportion  ? 

Mr.  Abmour.  No,  sir ;  there  was  not. 

Mr.  Snook.  Mr.  Armour,  now,  in  the  absence  of  the  chairman  of 
the  committee,  I  want  to  thank  you  on  behalf  of  the  committee  for 
yonr  attendance,  and  your  very  free  and  frank  answers  to  the  ques- 
tions propounded  to  you  by  the  several  members  of  the  committee. 

Mr.  Armour.  I  am  very  much  obliged  to  you,  and  appreciate  this 
opportunity  which  has  been  given  to  me  to  express  my  views  before 
the  committee  and  to  answer  the  questions  which  have  been  asked 
here. 

(And,  at  5  o'clock  and  80  minutes  p.  m.,  an  adjournment  was  had 
until  tomorrow  morning  at  10.80  o'clock.) 
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CoMMrrTEE  ON  Interstate  and  Foreign  Commerce, 

House  of  Representatives, 
Thursday^  JafMiary  SSj  1019. 

The  committee  met  at  10.80  o'clods  a.  m.,  Hon.  Thetus  W.  Sims 
(chairman),  presiding. 

STATEHEBT  OP  MB.  L£VY  MATER,  ATTOBNET  FOB  ABMOUB  4 

CO.,  CHICAGO,  ILL. 

The  Chairman.  Mr.  Mayer,  you  may  proceed. 
Mr.  Mater.  If  it  pleases  the  gentlemen  of  the  committee  and  yon, 
Mr.  Chairman,  before  I  get  to  a  very  brief  discussion,  at  the  reonest 
of  your  committee,  of  the  legal  questions  involved,  I  am  askea  by 
Mr.  Armour  to  bring  to  your  attention  what  came  in  while  he  was 
on  the  stand  but  escaped  his  attention.  It  is  illustrative  of  that  part 
of  his  testimony  which  has  reference  to  branch  houses. 

The  Chairman.  And  you  want  to  publish  it  as  a  part  of  this 
hearing? 

Mr.  Mayer.  Yes,  gentlemen.  I  have  here  a  letter  from  the  city  of 
Laurel,  Miss.,  addr^sed  to  certain  of  liie  branch  managers  of  Ar- 
mour &  Co,  as  follows : 

Laurel,  Miss.,  JaiMiafy  11^  1919. 
Messrs.  P.  W.  Scott, 

Manager  Armour  d  Co,,  Meridian,  Mis8., 
and 
J.  B.  Hebron, 

Divition  Manager  Armmar  d  Co.,  Memphis^  Tenn, 

Gentlemen  :  Inclosed  find  petition  from  the  city  offldals,  bankers,  and  busi- 
ness men  of  Laurel,  Miss.,  requesting  Armour  &  Co.,  to  establish  a  capital 
branch  house  of  its  business  in  Laurel. 

We  would  appreciate  your  attention  to  this  matter  and  favorable  actSoo 
thereon. 

Yours,  very  truly, 

GtoODB  MOZVTOOIOBT,  MoyoT. 

That  was  accompanied,  gentlemen,  by  a  petition  which  I  shall 
not  stop  to  read,  but  which,  apparently,  and  according  to  the  body 
of  the  instrument,  is  signed  by  the  officials  and  principal  merchants 
and  citizens  of  that  town. 

The  Ch^irbcan.  Do  you  want  that  published  with  the  letter! 

Mr.  Mater.  We  would  like  to  have  it,  gentlemen,  because  it  showis. 
as  Mr.  Annour  stated  yesterday,  how  it  is  the  communities  that  re- 
quire these  branch  houses,  and  here  is  about  as  urgent  an  appeal  as 
could  possibly  have  been  made. 

Tlie  Chairman.  It  will  be  made  a  part  of  the  hearing  and  jrou 
mav  now  proceed. 

(The  paper  referred  to  is  as  follows:) 

Laitbbl,  Miss.,  Jammarff  4,  I9t9. 
Mr.  P.  W.  SooTT, 

Manager  Armour  d  Co.,  Merid4a%  Misi, 
lir.  J.  B.  HcBBON, 

Divi9ion  Manager  Armour  d  Co,,  MempMt,  Tenn. 

We,  the  undersigned  merchants,  bankers,  and  business  men  of  the  dty  of 
Laurel,  Miss.,  respectfully  show  unto  you  that  for  the  past  15  years  Araoar 
it  Go.  have  been  doing  bustnees  hen  under  the  Meridian  Drandi  and  on  aoBoont 
of  the  shortage  of  help  due  to  war  condltkni  the  branch  bera  was  cloasd  «p 
September  1,  1918,  and  since  that  time  they  have  had  no  brandi  hooae  off 
any  description  here. 
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We  have  no  complaint  against  Armour  &  Oo.  or  their  method  of  doing  busi- 
ness. We  are  well  pleased  with  the  firm  and  want  them  to  come  back  to  our 
city,  but  since  Armour  &  Ck>.  have  been  here  Laurel  has  grown  from  a  mere 
way  station  to  one  of  the  leading  cities  of  the  State,  and,  as  we  think  and 
confidently  hope,  has  one  of  the  brightest  futures  of  any  city  in  the  State* 
and  what  we  desire  in  this  petition  is  that  Armour  &  Co.  come  back  into  our 
city  and  reestablish  themselves  here,  not  as  a  branch  of  Meridian  or  any  other 
city  but  as  an  indei)endent  institution,  recognizing  the  business  of  Laurel  and 
aligning  itself  with  the  icitizens  of  this  city  in  the  progressive  development  of 
this  section  of  the  country  by  establishing  an  independent  branch  here  the  same 
as  Meridian,  Hattiesburg,  and  all  other  cities  of  any  consequence  in  the 
State  have. 

We  believe  that  the  amount  of  business  done  justifies  this  recognition  on  our 
part  and  therefore  we  request  Armour  &  Co.  to  grant  us  this  consideration, 
but  if  we  can  not  get  such  recognition  from  Armour  &  Co.  we  propose  to  do 
business  with  some  packing  company  who  will  give  us  this  recognition  and 
who  will  show  by  their  attitude  toward  us  that  they  believe  in  the  city  and 
are  willing  to  do  their  part  in  the  development  of  the  country,  expecting,  of 
course,  to  share  in  the  fruits  of  our  united  endeavors. 

T.  6.  M.  Calhoun,  mayor;  Goode  Montgomery,  mayor  elect;  D.  P. 
Gardinier,  city  clerk;  W.  F.  Sicaggs,  commissioner;  W.  £iddes; 
Commercial  Bank  &  Trust  Co. ;  R.  W.  Yates,  acting  president 
and  cashier;  J.  F.  Calhoun,  secretary  Laurel  Commercial  Club; 
.  Crescent  News  &  Hotel  Co. ;  The  Serkln  Palace  Market ;  Mrs. 
H.  J.  Bush ;  R.  H.  Graves,  merchant ;  Maddox  &  Hughes ;  W.  R. 
Maddox,  Pryor  Anderson,  merchant;  Eid  Bryant,  merchant; 
Ginsberg  &  Kaplan ;  W.  B.  Grocery  Co. ;  G.  W.  Martin ;  W.  B. 
Reddocs;  H.  G.  Bruce,  merchant;  P.  M.  McDonald;  M.  Crux; 
Fertitta  Bros.,  merchants;  Joe  Galbo,  market;  P.  Pltarro; 
Marshall  Ram,  merchant ;  W.  H.  Brick ;  J.  F.  Craven ;  William- 
son Grole;  E.  Rahann;  J.  C.  Kelly;  Ferris  Ashmir;  W.  C. 
Singleys,  market;  W.  B.  Howard;  Ed  Byrant,  merchant;  J.  C. 
and  A.  K.  Gwinn;  John  Smith;  Solomon  Ram;  T.  M.  Burrage; 
.T.  H.  Walker ;  R.  E.  Carter ;  Y.  J.  Knight ;  Laurel  Bakery :  Star 
Caf6 ;  H.  .L  Darllsle,  merchant ;  Mnrahton  Lumber  Co. ;  E.  L. 
Barlow :  Getchioflf  Fordney  Co. ;  C.  S.  Williams ;  O.  A.  Wilcox ; 
J.  D.  Wright;  J.  R.  McCraw.  merchant;  Wanson  Southern  Lum- 
ber Co.,  treasurer,  by  S.  D.  Bissell;  M.  L.  Wiliamson;  The 
Whitaker  Co.;  Whitaker  &  Sraallwood;  Thlj?pen  &  Foley, 
stringer;  J.  M.  Ford,  stringer;  Birdie  Welforn,  stringer;  W.  A. 
Rufiin,  stringer;  J.  A.  Fokes;  The  Tate  Co.,  by  J.  C.  Coats, 
secretary  and  treasurer;  Mrs.  W.  A.  Skaggs;  Zepermick  Gro- 
cery, A.  L.  Yeager.  manager ;  J.  F.  Smith ;  H.  J.  Peace  Market ; 
S.  W.  Carton ;  D.  W.  Hoofer,  merchant ;  Pinehurst  Hotel ;  Sing- 
ley  Market;  Gen  Caf^,  by  Ada  Howe,  proprietor;  W.  Leferto; 
W.  D.  Dennis;  Century  Drug  Store;  Wallace  Drug  Co.;  Ram 
&  Co. 

The  Chairman.  Mr.  Mayer,  you  may  now  proceed  with  your  argu- 
ment on  the  constitutional  question. 

Mr.  Mayer.  Gentlemen,  in  as  dispassionate  and  conversational  way 
as  I  possibly  can,  I  want  to  discuss  just  a  few  of  the  pivotal  points 
with  reference  to  the  illegality  of  the  pending  bill. 

I  feel  justified  in  saying  that  a  good  deal  of  the  acute  tendency 
of  the  present  day  toward  the  enactment  of  legislation,  such  as  is 
embraced  in  the  present  bill,  is  undoubtedly  due  to  the  stringent  and 
unparalleled  war  legislation  that  your  body  has  enacted. 

I  am  apprehensive  that  some  of  the  departments  of  the  Govern- 
ment are,  unmindful  of  the  fact  that  the  power  of  Congress  in  time 
of  peace  is  utterly  different  than  what  it  possesses  under  the  war 
dause  of  the  Constitution,  and  legidation  to  an  end  never  before 
attempted  in  the  history  of  this  i^publiC)  has  been  enacted  almost 
miaiuinousiy  by  the  two  bodies  of  Congress,  so  as  to  give  to  the  ex- 
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eciitive  departments  of  the  Government  every  possible  war  power 
to  bring  that  horrible  catastrophe  to  a  successful!  and  speedy  end ; 
I  am  fearful  that  that  situation  which  no  longer  exists  is  the  in- 
spiring motive  for  legiislation  such  as  that  embodied  in  this  bill 
now  under  hearing. 

I  was  bom  in  Kichftiond,  Va.,  and  possibly  it  may  be  I  have  in- 
herited some  of  those  State  rights.  Democratic  fundamental  views 
of  our  Government  which  have  been  so  clearly,  and  I  think  success- 
fully, enunciated  by  the  great  statesmen  in  the  early  days  from  that 
Sart  of  the  country ;  but  I  have  not  been  blind  to  the  fact  tlmt  the 
evelopment  of  our  country,  the  necessities  of  our  institutions  and 
of  our  people  have  required  an  enlargement  of  power  so  far  as  we 
kept  within  the  four  corners  of  the  Constitution. 

I  have  observed,  as  you  all  have,  that  power  grows  with  what  it 
feeds  on,  and  no  stronger,  no  more  forcible  demonstration  of  that 
statement  can  present  itself  than  what  is  embodied  in  this  bill. 

I  have  nothing  to  do,  and  I  shall  not  concern  myself  at  all^  with 
the  economic  pnnciples  of  this  proposed  legislation.  That  is  not 
in  my  domain.  But  there  are  a  few  underlying,  controlling,  legal 
factors  which  I  believe  will  not  be  hurtful  for  you  gentlemen  to  take 
into  consideration  when  you  have  heard  all  the  evidence. 

I  am  not  going  to  tire  you  with  references  to  decided  cases.  I 
shall  refer  to  a  few  well-established,  well-enunciated  principles  that 
control  the  power  of  Congress  and  the  Federal  Government.  Ono 
is  that  Congress  can  not  engage  in  a  private  industry ;  that  Congress 
can  no  more  legislate  and  give  power  to  the  President  to  run,  op- 
erate, and  control,  either  by  himself  or  through  designated  agencies, 
private  industries  than  it  can  go  into  the  busmess  of  manufacturing 
cotton  cloth,  or  growing  cotton^  or  growing  wheat  or  com.  The 
line  of  demarkation,  gentlemen,  is  plainly  established  when  we  ccm- 
sider  that  the  power  of  Congress  to  legislate  upon  these  questions 
is  derived  entirely  from  the  <uause  giving  you  the  power  to  regulate 
commerce;  and  when  the  subject  matter  of  the  legislation  does 
not  fall  within  the  regulation  of  commerce  your  power  ceases,  and  I 
submit  to  you  gentlemen  of  the  committee  that,  with  the  exception 
of  two  things  in  this  bill,  the  rest  of  it  is  the  regulation  and  control 
by  the  Government  of  a  private  industry ;  and  if  you  can  do  this  with 
a  packing  house;  if  you  can  do  it  with  the  operation  of  a  serum 
plant;  if  you  can  do  it  with  the  operation  and  management  of  a  ren- 
aering  plant,  you  can  manufacture  buttons,  or  pins,  or  hairpins,  boots, 
shoes,  and  tlie  whole  domain  of  business  will  fall  within  the  power  and 
control  of  Congress,  and  it  will  not  be  long  before  you  will  find 
knocking  at  the  doors  of  this  committee,  and  of  the  other  committees 
of  Congress,  every  dissatisfied  element  in  the  community,  and  there 
are  always  such  elements.  A  community  is  never  entirely  at  peace 
with  itself.  Some  are  always  finding  fault  with  others,  justly  or 
unjustly,  and  the  great  panacea  for  all  these  ills  is  an  appeal  to  the 
legislative  power  of  Congress. 

I  am  not  carried  away  by  the  fact  that  in  the  presentation  of  theBe 
views  I  am  speaking  as  the  comisel  of  Mr.  Armour,  because  thase  are 
my  views  and  these  would  be  my  views  if  I  were  not  his  counsel. 

I  sliall  not  stop  to  read  the  bill  nor  to  analvze  iU^  language,  but  I 
am  going  to  give  you  my  synopsis  of  what  it  seeks  to ,  aooomplish. 
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and  if  I  overstep  the  line  of  accuracy,  I  hope  the  gentlemen  of  the 
committee  will  cneck  me. 

The  purpose  of  this  bill  is  to  give  to  the  Government  the  right  to 
acquire  by  purchase  or  condemnation  various  properties,  stockyards, 
rerrigerator  cars,  cattle  cars,  rendering  plants,  serum  plants,  office 
buildings  in  which  members  of  the  live-stock  exchange  have  their 
offices,  terminal  facilities,  newspapers;  and,  gentlemen,  1  will  demon- 
strate, 1  think,  to  you  the  acquisition  and  ownership  of  slaughter- 
houses and  packing  houses,  etc. 

Now,  I  do  not  agree  with  the  chairman  of  the  Federal  Trade  Com- 
mission, who  admits  that  the  pqwers  given  by  this  bill  are  very 
drastic;  that  the  powers  in  the  first  few  sections,  which  give  to  the 
Government  the  right  to  acquire  and  to  own,  will  not  be  exercised 
until  the  lesser  power  is  enforced.  I  mean  and  he  meant  the  section 
which  gives  the  right  to  the  Government  to  license — and  his  position 
is  that  the  Government  will  exercise  the  least  of  the  powers,  the 
licensing — ^before  it  undertakes  to  enforce  those  which  are  more  com- 
pulsorv  and  more  drastic. 

I  submit  to  you  that  the  licensing  provision  is  the  most  drastic  in 
this  bill.  So  that  I  will  take  the  chairman  of  the  commission  at  his 
word,  when  he  says  that  the  licensing  provision  will  be  the  first  one 
to  which  resort  will  be  had. 

Do  you  know,  have  you  caref  uUv  and  critically  studied  what  that 
licensing  section  does?  It  gives  the  President  of  the  United  States 
the  power,  the  right,  to  issue  a  license  not  merely  to  the  operator  of 
refrigerator  cars  and  live-stock  cars  and  to  the  owners  and  managers 
of  serum  plants  and  rendering  plants,  and  to  the  owners  of  a  news- 
paper or  newspapers,  but  it  contains  the  provision  that  the  license 
shall  contain  such  terms  and  conditions  as  the  President,  in  his  sole 
discretion,  may  insert  in  that  license. 

No  man  can  be  more  respectful  than  I  am  to  the  eminent  head  of 
this  Government,  but  the  President  of  the  United  States  would  be 
more  than  human,  he  would  be  superhuman^  if  he,  in  his  own  per- 
son, could  exercise  these  numerous,  these  manifold,  these  far-reaching 
powers  and  authorities. 

That  section  further  provides  that  if  the  President  is  not  satisfied 
with  the  exercise  by  the  licensee  of  the  terms  and  conditions,  that  that 
license  is  revocable,  and  that  ends  the  business  of  the  packers. 

You  will  also  notice  that  in  this  bill  the  President  is  given  the 

Eower  to  acquire  real  estate  for  the  erection  thereon  ot  packing 
ouses. 

Now,  let  us  take  a  concrete  illustration,  and  I  shall  not  draw  either 
upon  ingenuity  or  imagination.  It  is  charged  that  the  five  so-called 
big  packers  are  guilty  of  a  combination ;  that  they  have  violated  the 
law,  in  this  and  in  that ;  and  the  Federal  Trade  Commission,  which 
is  a  branch  of  this  Government  and  which  exercises  powers  of  far- 
reaching  influence  and  importance  is,  as  you  gentlemen  know,  acting 
under  the  direction  and  control  of  the  President.  This  investigation 
which  led  to  this  bill  was  undertaken  at  the  instance  of  the  President. 
I  speak  from  the  record. 

Now,  suppose  the  Federal  Trade  Commission,  as  it  has  found,  has 
found  Armour,  Morris,  Swift,  Cudahy,  and  Wilson  guiltjr  of  violat- 
ing the  antitrust  laws  of  this  country,  and  therefore  guilty  of  the 
commission  of  a  felony  or  felonies.    What  is  the  result?    The  com- 


786        GOVERNMENT  CONTBOL  OF  MEAT-PACKINQ  INDU8XBT. 

mission  have  so  found.  The^  have  so  reported  to  the  world.  True^ 
in  an  ex  parte  hearing  which  words  fail  me  to  characterize  the 
methods,  but  it  has  f oimd  the  packers  guilty.  It  makes  its  report  to 
the  President,  as  it  has  already  made  this  report  to  the  President, 
which  is  contained  in  Part  Two,  so-called^  of  its  printed  proceedings, 
and  the  President,  under  the  pending  bill,  revokes  the  licenses  of 
these  five  bi^  packers.    What  tnen  becomes  of  this  industry  t 

Now,  the  chairman  of  the  commission  has  said  that  this  is  the  least 
drastic  and  the  least  important  provision.  What  becomes^  gentlemen 
of  this  committee  and  Mr.  Chairman,  of  this  greatest  industry  in 
America,  if  not  in  the  world  ?  It  is  destroyed  by  the  revocation  oi  the 
license  without  which  the  slaughterer  and  the  packer  can  not  con- 
tinue his  or  its  business.  Do  I  stretch  the  language  of  the  biU? 
Read  it. 

I  hol4  in  my  hand  the  license  under  which  Armour  &  Co.  now 
operates  under  the  so-called  Lever  Act  or  the  food-control  act ;  and, 
gentlemen  of  the  conmuttee,  the  food-control  act  is  far  from  bein^ 
as  comprehensive,  and  as  powerful,  as  controlling,  and  as  tyranniciu 
as  is  the  bill  which  you  are  now  considering.  It  is  a  short  Ucense 
under  which  Armour  &  Co.  are  acting. 

Mr.  EscH.  Will  ^ou  insert  it  in  the  hearings! 

Mr.  Mater.  I  will. 

Mr.  EscH.  I  would  like  to  have  you  read  it  and  then  insert  it. 

Mr.  Mayer.  I  will  read  it,  Mr.  Esch.    Here  is  the  license: 

I  Not  tnntfeiable.     No.  O  22980.      United  Stateii  of  Americm,  office  of  United  Statra 

Food  Admlnlttimtor.     lioeiue.] 

LU*enHe  Ik  hereby  Kranted  to  Arnnmr  &  Ck>.  (Illinois),  of  Chicago,  111.,  to 
engaf^  In  and  carry  on  business  in  foods  and  feeds  In  accordance  with  the 
prociaroatlonB  of  the  President  and  the  regulations  prescribed  by  htm  relattns 
to  such  business,  under  an  act  of  Congress  entitled  'An  act  to  provide  fnrtiber 
for  the  national  security  and  defense  by  encouraging  the  production,  eonsanring 
the  supply,  and  controlling  the  distribution  of  food  products  and  fuel,'*  approved 
Augnst  10,  1917,  or  any  amendment  thereof. 

This  Iicen.<«e  is  subject  to  revocation,  for  a  limited  or  unlimited  period,  at  any 
time  for  violation  by  the  licensee,  or  by  any  officer,  agent,  or  employee  of  the 
licensee — 

And  we  have  68,000  employees,  gentlemen.    [(Continuing  reading:] 

of  any  of  the  provisions  of  said  act  or  any  amendment  thereof,  or  of  said  rego- 
la t Ions  now  or  hereafter  in  force. 

The  licensee  is  required,  whenever  called  upon  by  the  United  States  Food 
Administrator,  or  his  representative,  to  furnish  Information  and  to  make  reports 
concerning  his  business  In  such  detjill  as  shall  be  prescribed,  and  shall  keep 
such  records  of  his  buMlncss  as  shall  facilitate  the  verification  of  Information 
contained  in  said  reports ;  and  all  profierty,  boolcs,  records,  and  acconnts  of  the 
licensee  are  at  all  tiroes  subject  to  the  Inspection  of  the  United  States  Food 
Administrator  or  his  duly  accre<lited  agent  or  representative. 

This  license  is  based  uix)n  the  Htatoments  in  llcensee*8  application,  on  file  wltli 
the  TnlttMl  States  Food  Administration,  WashIn;rtor,  D.  C.  All  changes,  such  as 
change  In  firm  or  corporate  name,  new  place  of  business,  or  changes  in  or  addl- 
tions  to  activities,  must  be  reporte<l  immediately. 

Dated  July  17,  1918. 

Hkrbcbt  Hoo\'ca, 
United  States  Food  Adminittrator, 

Mr.  Montague.  Mr.  Mayer,  if  it  d<K»s  not  interrupt  you 

Mr.  Mater.  Not  a  bit,  Mr.  MonUigne. 
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Mr.  MoNTAGUX.  That  is  clone  under  the  war  power  of  the  Food 
Arnninistrator  ? 

Mr.  Mayer.  Under  the  war  power. 

Mr.  Montague.  Is  it  your  opinion  that  revocation  of  the  license 
prescribed  can  extend  beyond  the  duration  of  the  war? 

Mr.  Maver.  It  can  not,  in  my  opinion. 

Mr.  Montague.  So  that  that  indefinite  recall  could  not  extend  be- 
yond the  existence  of  the  legislation  itself. 

Mr.  Mai-er.  Not  beyond,  out  I  read  it,  Mr.  Montague,  as  illustra- 
tive. 

Now,  this  refers  to  the  rules  and  regulations,  and  gentlemen,  the 
rules  and  regulations  promulgated  by  the  President  of  the  United 
States,  I  have  here.  The  rules  ancf  regulations  provide  that  the 
license  shall  be  subject  to  revocation  whenever  the  licensor  finds  or 
believes  that  the  licensee  has  violated  the  conditions,  and  the  condi- 
tions required  in  this  license,  and  upon  which  it  is  based  are  of  so 
startling  a  character,  gentlemen,  they  are  of  such  an  unparalled  na- 
ture, that  nothing  but  the  overwhelming  necessity  of  a  gi*eat  war 
which  threatened  to  inundate  this  country  and  its  people,  and  destroy 
all  of  its  liberties  and  all  of  its  rights,  could  justify  them,  but  they 
had  to  be  accepted. 

I  will  sav  to  such  membere  of  this  conmiittee  as  are  lawyers,  that 
you  never  have  read  any  such  incomparable  and  unparalleled  docu- 
ment in  the  history  of  private  or  public  affairs  in  this  country.  I 
am  not  complaining,  but  that  is  the  license  under  which  we  are  doing 
business. 

Mr.  Mantague,  Now? 

Mr.  Mayer.  Now.  And  under  this  license  if  the  licensor  found 
that  we  made,  or  that  any  one  of  our  68,000  employees  made,  an  in- 
accurate report  or  statement  of  the  price  or  prices  of  live  stock  or  the 
products  of  live  stock,  or  if  we  did  what  the  Federal  Trade  Com- 
mission has  already  found  us  guilty  of  doing,  instantly  the  license 
could  be  revoked. 

Mr.  Barkley.  Would  it  interrupt  you  if  I  asked  a  question  ? 

Mr.  Mayer.  Not  at  all,  Mr.  Barkley. 

Mr.  Barkley.  Have  Armour  &  Co.  experienced  any  great  difficulty 
in  complying  with  these  regulations? 

Mr.  Mayer.  We  did  not  ask  a  question.  We  simplj-  went  on  to 
<!o  what  was  asked,  and  as  an  illustration  of  it,  you  were  told  yester- 
day that  the  price  of  hogs  is  $17.50  a  hundred  live  weight.  Now,  if 
we  went  into  the  market  at  the  yards  in  Chicago  or  Omaha  or  Fort 
Worth  or  Sioux  City  and  paid  $17.49  for  hogs  we  would  violate  our 
license  and  the  license  would  be  revoked. 

Mr.  Barkley.  Has  there  been  any  proceeding  against  Armour  & 
Co.  or  any  of  its  employees  since  that  license  was  issued? 

Mr.  Mayer.  None. 

Mr.  Barkley.  Or  any  complaint  by  the  Food  Administration? 

Mr.  Mayer.  None  so  far  as  I  am  aware,  Mr.  Barkley. 

Mr.  Barkley.  So  that  Armour  &  Co.  have  been  abl^  to  comply 
»vith  these  regulations  during  the  past  year? 

Mr.  Ma^t.r.  Yes:  we  have  had  to,  and  we  have  complied  with 
them. 

Mr.  MoNTAOi'E.  T  did  not  ci\U:h  that  reply. 
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Mr.  Mayer.  I  say  we  have  had  to  and  we  have  complied  with  them ; 
but,  gentlemen,  if  we  had  a  free  scope  in  business — 1  do  not  want  to 
enter  into  the  economic  part — I  do  not  know  that  they  would  be 
paving  17.5  cents  per  pound  for  live  stock,  live  weight,  and  bacon 
selling  at  70  cents  a  pound  in  consequence. 

Mr.  Barclay.  It  is  safe  to  say  that  they  would  not  do*  so  unless 
they  had  to. 

ilr.  Mayer.  They  would  not. 

Now,  gentlemen  of  the  committee,  I  want  to  read  one  paragraph 
of  a  decision  of  the  United  States  Supreme  Court  and  then  refer  to 
but  two  other  cases.  I  want  to  read  a  sentence  from  a  decision  of 
the  Supreme  Court  in  Cotting  v,  Kansas  City  Stock  Yards  Co., 
reported  in  One  hundred  and  eighty-third  United  States,  page  79* 
The  decision  is  by  Mr.  Justice  Brewer,  and  the  sentence  I  want  to 
read  is  this : 

Tlie  (]  nest  ion  thim  prt*sente(l  Is  of  profoumlent  si^illlraiuH*.  Is  It  true  In  this 
oounti-y  thnt  one  who  by  his  attention  to  business,  by  his  effortn  to  satisfy 
custoniors,  by  his  snprncity.in  discerning  the  probal»le  courses  of  trade,  and  by 
contriluitin^  of  his  means  to  brinj?  trade  Into  those  lines,  succeeds  in  buUdUiK  up 
u  Inrpe  and  profitable  business,  bcH'omes  then»by  a  lefcltininte  object  of  the  legis- 
lative scalping  knife?  Having  created  the  facilities  which  the  many  enjoy,  can 
th<*  many  turn  around  and  sjiy,  "  You  are  making  too  much  out  of  those  faclU- 
ti(»**.  and  you  must  divide  with  us  your  profits  "  ? 

Now,  I  use  that  as  apostolate  and  call  your  attention  to  just  two 
decisions,  one  by  the  Supreme  Court  recently  rendered  in  the  Terjr 
much-discussed  child-labor  case.  You,  gentlemen,  are  familiar  with 
it,  but  I  may  be  pardoned  for  a  minute's  reference  to  it.  That  was 
a  case  where  an  act  of  Congre-ss  provided  that  if  the  labor  of  children 
between  the  ages  of  14  and  16  entered  into  the  production  or  manu- 
facture of  any  article  within  30  days  prior  to  its  shipment,  it  would 
be  a  crime  to  ship  it  across  the  State  line.  Now,  that  is  the  case,  and 
for  the  benefit  of  the  record  I  would  like  to  give  its  full  title,  Harmer 
against  Degenhart,  decided  in  1918  (247  U.  S.,  251). 

The  Chairman.  By  a  divided  court. 

Mr.  Mateb.  By  a  divided  court,  and  the  greatest  decisions  in  this 
country  have  been  decided  by  a  divided  court. 

Mr.  CoADT.  Nevertheless,  it  is  the  law  of  the  land. 

Mr.  Mater.  That  is  the  law.  The  first  case  I  ever  argued  in  the 
Supreme  Court,  Swan  Land  &  Cattle  Co.  against  Frank,  was  decided 
by  a  divided  court,  and  reported,  I  think,  in  148  U.  S.,  but  it  is  the 
law  of  this  country,  though  only  a  majority  of  the  court  concurred. 

Now,  the  Harmer  case,  in  247  United  States,  holds  that  Congress 
has  no  power  to  regulate  or  to  limit  or  to  interfere  with  private  in- 
dustry, whether  it  be  manufacturing  cotton  cloth  or  whether  it  be 
packing  beans  or  killing  and  packing  live  stock. 

Af  r.  MoNTAouE.  When  you  say  "  that  case "  you  mean  the  child- 
Inbor  cn^o'i 

Mr.  Matkr.  The  child-labor  case,  yes;  and  it  states  distinctly  and 
it  holds  conclusively  tliat  the  power  of  Congress  begins  only  with 
reference  to  the  carriage  in  transportation,  and  that  when  Congress 
undertook  to  ••ay  that  because  the  articles  had  been  manufactured 
in  a  place  where  children  between  the  ages  of  14  and  16  were  em- 
ployofl.  and  that  therefore  those  articles  could  not  be  transported 
in  int(^r-tate  coinuierce«  the  act  was  illegal  and  unconstitutional. 
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Mr.  BARKI4BY.  Would  you  mind  distinguishing  between  that  case 
and  the  power  that  Congress  does  exercise  in  regulating  shipments  of 
beef  and  the  character  of  beef  that  may  be  shipped  from  one  State 
to  another? 

Mr.  Mayer.  That  is  when  it  enters  into  interstate  commerce  for 
transportation,  and  the  distinction  is  drawn  clearly  in  this  case. 

The  Chairman.  I  understand  that  so  far  as  this  bill  is  concerned 
its  constitutionality  rests  upon  the  power  of  Congress  to  regulate 
interstate  commerce. 

Mr.  Mayes.  And  I  am  undertaking,  Mr.  Chairman,  to  show  that 
with  the  exception  of  taking  possession  or  ownership  of  the  facili- 
ties of  interstate  commerce,  no  part  of  this  bill  is  legal. 

Mr.  Dewalt.  Mr.  Mayer,  will  you  permit  me  to  ask  you  a  ques- 
tion? 

Mr.  Mayer.  Surely. 

Mr.  Dew  ALT.  Is  there  not  a  clear  distinction  in  all  decisions  so 
far  as  you  have  read  them,  or  at  least  so  far  as  I  have  read  them, 
between  manufacture  and  transportation  of  the  manufactured  article 
in  regard  to  the  commerce  clause  of  the  Constitution? 

Mr.  Mayer.  That  is  the  underlying  and  fimdamental  distinction 

f^oing  back  to  the  old  Knight  case  down  to  the  last  case — ^the  child- 
abor  case. 

Now,  this  is  a  fundamental  proposition  of  law,  how  can  you  by  the 
exercise  of  the  licensing  power  by  the  President  give  him  the  right 
if  we  violate  the  terms  of  the  license  to  take  our  slaughterhouses 
and  our  packing  houses  and  operate  them.  Of  course,  you  gentle- 
men who  are  lawyers  recall  the  first  employers'  liability  cases  where 
the  Supreme  Court  held  your  statute  unconstitutional,  because  you 
imdertook  to  give  certain  rights  to  employees  of  carriers  engaged  in 
interstate  commerce  when  those  particular  employees  were  engaged 
in  what  is  known  as  local  commerce,  and  the  Supreme  Court  held 
the  whole  law  unconstitutional,  and  the  draftsmen  of  this  present 
bill  must  have  anticipated  that  parts  of  the  bill  may  be  unconstitu- 
tional because  in  the  very  last  section  of  this  bill  it  is  provided  that 
if  any  section  or  provision  of  this  act  shall  be  invalid  for  any  reason 
then  the  invalidity  of  such  section  or  provision  shall  not  be  con- 
strued to  affect  the  validity  of  any  other  section  or  provision  thereof. 

Mr.  EscH.  That  is  inserted  in  quite  a  number  of  acts  and  its  use 
has  become  quite  common. 

Mr.  Mayer.  Recently,  it  seems  to  have  come  in  since  the  em- 
ployers' liability  decision. 

•The  Chairman.  Oh,  and  before  that,  in  any  number  of  cases.  It 
is  getting  to  be  almost  a  common  practice,  although  some  of  the 
members  of  the  committee  object  to  it. 

Mr.  Montague.  I  object  to  it  because  you  can  not  tie  the  Supreme 
Court  by  any  such  nonsense  as  that.  That  is  a  canon  of  construe* 
tion  which  tne  Supreme  Court  itself  has  adopted  in  declaring  a  law 
constitutional  or  unconstitutional ;  the  court  is  the  judge  of  what  is 
separable,  and  not  the  Congress. 

Mr.  Mayer.  Yes;  if  it  is  capable  of  being  separated. 

The  Chairman.  There  is  another  distinction,  as  I  understand  it, 
although  I  may  not  understand  it  correctly.  We  have  the  same 
trouble  in  Tennessee,  and  that  is,  wherever  the  court  concludes  that 
if  it  is  unconstitutional  in  part  the  legislature  probably  would  not 
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have  passed  the  rest  of  it  and  in  that  case  the  act  is  declared  un- 
constitutional. 

Mr.  Mater.  That  is  the  doctrine  of  separability.  That  is,  the 
court  mav  say,  if  I  may  give  a  homely  expression,  suppose  Congress, 
which  of  course  it  will  not  do,  was  to  vote  an  appropriation  ox 
$10,000  to  build  a  monument  to  Mr.  J.  Oeden  Armour  and  $10,000 
to  build  a  monument  to  his  lawyer,  Mr.  Levy  Mayer,  and  one  part 
should  be  found  unconstitutional,  the  Supreme  CJourt  would  prob- 
ably say  that  if  you  had  not  passed  the  appropriation  for  both  of 
those  gentlemen,  vou  probably  would  not  have  passed  either,  and 
therefore  the  whole  law  would  fail. 

The  Chairbcak.  The  object  of  putting  this  provision  in  the  bill  is 
to  let  the  court  know  that  the  other  features  of  the  legislation  would 
have  been  passed  by  the  legislative  body  regardless  of  the  particular 
feature  that  mny  hie  unconstitutional. 

Mr.  Montague.  But,  Mr.  Maver,  that  is  what  the  Supreme  Court 
knows  much  better  than  what  the  Congress  knows. 

Mr.  Mater.  Yes. 

Mr.  MoMTAGtTE  (continuing).  It  is  a  rule  of  interpretation  which 
it  has  adopted  from  its  foundation  in  passing  upon  the  constitu- 
tionality of  legislation.    It  is  a  rule  of  tne  court  put  into  a  statute. 

Mr.  Mater.  Yes ;  and  I  am  in  complete  accord  with  yon. 

Mr.  Montague.  It  is  by  inuendo  an  offense  to  the  judiciary. 

Mr.  Mater.  Congress  can  not,  by  act  of  legislation,  lay  down  for 
the  Federal  Supreme  Court  a  rule  for  constitutional  interpretation. 

The  Chairman.  I  only  refer  to  that  to  relieve  the  Federal  Trade 
Commission  of  having  any  special  conviction  in  this  case  that  some 
of  the  bill  would  be  held  unconstitutional,  because  it  is  getting  to  be 
a  rather  common  practice,  whether  it  ought  to  be  ceased  or  not. 

Mr.  Mater.  I  want  to  say,  Mr.  Chairman,  that  enjoying,  as  I  do, 
some  acouaintance  with  the  members  of  the  Federal  Trade  Com- 
mission, I  do  not  mean  to  be  disrespectful  when  T  say  that  Mr.  Mur- 
dock  is  not  a  lawyer,  Mr.  Colver  is  not  a  lawyer,  at  least  by  occupa- 
tion, and  the  distinpiished  ex-Gk>vemor  Fort,  of  New  Jersey,  nas 
been  some  years  off  the  bench,  and  I  think  is  quite  advanced  in 
years,  and  js  a  very  nice  gentleman:  but  I  do  not  believe  that  any 
member  of  this  committee,  and  certainly  not  the  man  who  is  address- 
ing them,  wouhl  feel  foreclosed  from  indicating  thnt  the  law  is 
unconstitutional  by  the  opinion  of  the  Federal  Trade  Commission. 

The  Chairman.  Not  nt  nil,  but  I  am  referring  to  the  motive  which 
you  suggested  that  led  you  to  believe  that  the  commission  itself  felt 
that  that  part  of  its  recommendations  were  unconstitutional. 

Mr.  Mater.  Mr.  Chairman,  I  shall  not  undertake  to  delve  into  an 
attempt  to  asc-ertain  what  I  believe  was  the  motive  of  the  Federal 
Trade  Commission  in  submitting  this  law  to  your  committee,  and  I 
may  also  lx»  pardoned  the  comment  that  I  am  pleased  to  he  told  that 
this  bill  is  not  an  act  of  legislation  which  has  found  its  initiative  in 
Congre««  but  has  come  to  it  from  the  Federal  Trade  Commission, 
just  as  it  is  here  now  for  discussion,  as  I  understand. 

The  Chairman.  Ver>'  nearly  so. 

Mr.  Mater.  Now.  just  one  more  point.  I  do  not  know  whether  in 
the  te.stimony  which  has  been  heard  hei-e.  the  name  of  the  Jacol» 
Dold  Packing  Co.  has  appeared.  It  has  been  impossible  for  me  to 
read  all  the  testimony  taicen  heiT  and  the  testimony  taken  before  the 
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Senate  committee,  and  to  sit  with  Mr.  Armour,  and  hear  what  he 
was  testif yinff  to ;  but  in  the  Jacob  Dold  Packing  Co.  case  some  years 
ago  this  precise  question  was  presented,  the  very  identical  question, 
and  the  case  is  known  as  United  States  v.  Bover,  and  it  is  reported 
in  86  Fed.,  425. 

In  that  case,  under  the  then  regulations  of  the  Department  of 
Agi'iculture,  certain  representatives  were  inspecting  the  slaughter- 
houses and  pa<*king  houses  of  the  Jacob  Dold  Packinjg  Co.  to  regtilate 
and  control. their  business,  and  some  employee  of  the  Jacob  Dold 
Packing  Co.  tendered  a  bribe  to  a  Government  agent;  his  name  was 
Boyer,  and  he  was  indicted.  A  motion  was  made  to  quash  the  iii- 
(lictment  on  the  ground  that  the  statute  which  gave  the  Secretary 
of  Agriculture  the  power  was  unconstitutional,  because  it  interfered 
with  local  industrv  and  was  not  interstate  commerce.  That  case  is 
unreversed,  gentlemen,  and  is  the  decision  of  the  courts.  I  mean  the 
derision  of  the  Federal  court. 

Now,  apply  this  proposed  statute  if  it  becomes  such.  I  am  very 
glad  that  the  name  of  the  eniplo5^ce  was  Boyer  and  that  he  was  not 
employed  by  any  one  of  the  big  five  packers,  otherwise  it  may  have 
been  contained  in  the  report  of  the  Federftl  Ttade  Commission  as 
proof  that  we  were  also  mdulging  in  bribery ;  but  this  time  it  hap- 
pened to  be  the  Jacob  Dold  Packing  Co. 

Xow,  to  summarize,  and  I  shall  be  glad,  gentlemen  of  the  com- 
mittee, if  it  be  desired,  to  submit  a  memorandum  of  the  points  with 
the  authorities,  because  I  have  only  alluded  to  three  and  there  are 
*nany  of  them 

The  Chairman  (interposing^.  You  have  the  privilege  to  extend 
your  remarks  in  the  record  ana  to  put  in  anything  you  want  which 
you  think  will  be  of  interest  to  the  committee. 

Mr.  Mayer.  Now,  in  conclusion,  Mr.  Chairman  and  gentlemen  of 
the  committee,  the  pending  bill  expressly  gives  the  Government  the 
power  to  acquire  and  own  and  to  get  by  purchase  or  by  condemna- 
tion, and  it  provides  for  an  appropriation  of  $500,000,000  as  a.  re- 
volving fund  with  which  to  acquire  these  properties.  It  gives  the 
Government  the  right  to  run  a  newspaper;  that  is,  to  own  and  pub- 
lish a  newspaper.  I  do  not  know  whether  any  of  the  members  of 
this  conmuttee  are  connected  with  the  publishing  business. 

Gentlemen,  it  almost  staggers  one  to  realize  to  what  political — ^I 
nse  the  term  in  its  fairest  sense — to  what  governmental  extent  the 
powers  given  in  this  proposed  law  will  carry  the  Government.  I  say 
it  staggers  one. 

I  am  not  saying  anything  about  the  United  States  being  in  the 
business  of  manufacturing  serums  or  sending  its  red-cap  agents 
around  the^  stockyards  to  buy  dead  stock  and  running  a  rendering 
plant.  This  great  country  engaged  in  the  business  of  rendering 
tallow  and  lard  and  starine ;  but  just  as  soon  as  you  make  this  a  law 
and  the  Supreme  Court  declares  it  constitutional,  if  it  does,  and  I  do 
not  think  it  ever  will,  but  if  it  ever  does  you  have  entered  upon  a 
sea  of  trouble,  gentlemen,  the  end  of  which  is  sightless,  because  if 
those  consuming  the  products  of  the  packing  houses  are  dissatisfied 
with  the  price — and,  by  the  way,  there  are  100,000,000  consumers 
against  a  mere  fraction  of  producers — ^then  the  gentlemen  who  grow 
cotton  or  jgrow  rice  or  grow  potatoes,  or  grow  com,  or  manufacture 
clothing,  hats,  caps,  boots,  shoe,  underwear,  ladies^  garters,  or  men's 
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shirts  will  come  to  Ciongress  and  say,  ^^  Take  charge  of  this  industry. 
The  men  en^ged  in  it  are  running  a  monopoly  or  are  engaged  in  a 
combination  in  violation  of  law  or  violating  the  rules  of  competitioiL.'^ 

Oentlemen,  the  proposition  is  so  astounding  that  one  used  to  the 
American  principles  of  equality  and  right  and  liberty  can  hardly 
conceive  that  such  a  thing  is  possible  even  of  discussion  and  con- 
sideration, much  less  of  passage. 

I  am  indebted  to  you,  gentlemen. 

Mr.  EscH.  Mr.  Mayer,  I  would  like  to  ask  just  a  question  or  two. 
Part  2  of  the  commission's  findings  is  to  the  effect  that  a  conspiracy 
does  exist  Has  the  testimony  secured  by  the  Federal  Trade  Com- 
mission been  presented  to  the  Department  of  Justice  as  foundation 
for  criminal  proceedings  under  the  Sherman  Act? 

Mr.  Mateb.  I  understand,  Mr.  Esch,  that  it  has  been  turned  over. 

Mr.  Esch.  If  that  is  true,  and  a  conspiracy  is  found,  then  there 
would  be  a  remedy  against  such  evils  as  they  are  tiying  to  strike  at 
in  this  proposed  legiSation. 

Mr.  Mayer.  Yes;  I  think  it  is  three  years  in  the  penitentiary  for 
every  single  offense. 

Mr.  Esch.  The  objection  to  that  procedure,  as  presented  so  far  in 
the  testimony,  is  the  delay  of  the  courts;  that  they  want  a  more  sun- 
ma^  remedy. 

w.  Mater.  To  which  I  reply,  Mr.  Each—you  are  asking  me  to 
reply? 

w.  Esch.  Yes. 

Mr.  Mater.  That  was  the  cry  of  the  French  in  the  days  of  the 
French  Revolution ;  that  has  been  the  cry  of  all  revolutionists  and 
revolutionary  movements,  that  the  wheels  of  justice  move  slowly* 
although  they  may  grind  exceeding  fine.  That  has  been  the  in- 
spiration of  revolutions  and  has  been  the  capstone  of  all  of  those 
movements,  to  strike  at  the  courts,  and  fortunately,  as  yet,  that  has 
not  taken  final  hold  in  this  country. 

Mr.  Esch.  The  act  creating  the  Federal  Trade  Commission  gives 
it  jurisdiction  over  matters  of  unfair  methods  of  competition;  am  I 
riffht  about  that? 

Mr.  Mater.  You  are  entirely  richt,  Mr.  Esch. 

Mr.  Esch.  In  this  Part  2  of  the  Federal  Trade  Commission^  find* 
ings  they  find  in  effect  that  these  methods  are  unfair ;  or,  at  leasts  that 
is  the  inference  to  be  drawn  from  the  testimony,  namely^  wiring  on. 
split  shipments,  part  purchases,  part  or  total  owneranip  of  trade 
journals,  and  percentage  purchases  of  the  live  stock.  Would*  the 
Federal  Trade  Commission  under  the  act  creating  it  to  sappreo 
unfair  methods  of  competition  have  power  to  reiMch  these  aUeged 
evils  which  I  have  recited? 

Mr.  Mater.  Beyond  all  question,  Mr.  Congressman. 

Mr.  Esch.  Under  the  law  creating  the  Federal  Trade  Commission  f 

Mr.  Mater.  May  I  interrupt  you  there? 

Mr.  Esch.  Yes;  go  ahead. 

Mr.  Mater,  And  there  they  can  not  complain  of  the  delays  of  the 
courts  because  they  have  charge  of  all  the  machinery.  They  make 
the  complaint,  they  file  the  complaint  with  their  own  oody,  and  they 
hear  the  case. 

Mr.  Esch.  They  also  hear  other  complaints.  They  can  do  it  on 
their  own  initiative  or  they  can  hear  complaints? 
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Mr.  Mater.  Yes ;  if  there  is  delay  there  it  is  their  own  fault. 

Mr.  EscH.  When  doing  that  on  their  own  initiative,  or  upon  the 
complaint  of  any  party  offended,  they  bring  the  matter  to  issue  and 
have  a  hearing,  and  as  a  result  of  that  hearing  they  file  an  order  to 
cease  or  desist? 

Mr.  Mayer.  They  do. 

Mr.  EscH.  If  that  order  is  violated,  what  is  the  next  step  ? 

Mr.  Mater.  They  appljr  to  the  United  States  circuit  court  of  ap- 
peals for  a  mandatory  injunction. 

Mr.  EscH.  That  gives  a  trial  in  court. 

Mr.  Mater.  On  the  record  that  is  made  before  them,  and  it  is  given 
expedition  imder  the  statute  so  it  must  be  heard  immediately.  When  . 
I  say  the  record  made  before  them,  so  that  I  may  be  completely  ac- 
curate, the  defeated  party  has  the  right  under  certain  circumstances 
to  ask  that  additional  testimony  should  be  heard  by  the  commission 
in  order  to  show  that  the  findings  of  the  commission  are  inaccurate 
or  erroneous. 

Mr.  EscH.  Is  complete  relief  afforded  and  complete  protection 
afforded  to  both  parties  to  that  proceeding? 

Mr.  Mater.  Absolut^ly. 

Mr.  EsoH.  Then  can  it  be  deduced  from  what  you  state  that  there 
is  sufficient  law  to-day  to  meet  any  existing  evils  in  the  meat-packing 
industry  ? 

Mr.  Mater.  There  is  not  only  sufficient  law,  Mr.  Esch,  but  you  are 
asking  me  apparently  for  my  opinion  ? 

Mr.  Esch.  1  am. 

Mr.  Mater.  The  trouble  in  these  days  is  that  there  is  too  much 
law ;  for  every  conceivable,  pretended,  real,  or  imaginary  ailment  in 
the  commercial,  industrial,  manufacturing,  or  financial  divisions  of 
human  life  you  will  find  a  body  of  men,  or  you  will  find  one  man 
circularizing  Congress,  and  being,  or  pretending  to  be,  the  president 
of  some  fancied  great  organization,  asking  for  legislation  and  threat- 
ening the  Congressmen  that  imless  the  legislation  is  enacted  dire  con- 
sequences will  follow.  That  is  the  difficulty  with  the  present  condi- 
tions in  this  country. 

In  no  other  successful  country  on  earth  is  there  such  a  volume  of 
legislation.  Federal  and  State,  turned  out  every  day  in  the  year. 

Mr.  Snook.  Mr.  Mayer,  I  would  like  to  ask  you  a  question  about 
this  Federal  decision  which  you  referred  to.  Do  I  understand  you  to 
say  that  the  court  in  this  decision  held  the  act  granting  power  to  the 
Agricultural  Department,  to  cause  inspection  of  the  meat,  to  be  un- 
constitutional ? 

Mr.  Mater.  I  can  not  give  you  the  provisions  of  the  act. 

Mr.  Snook.  Was  it  the  act  which  provides  for  an  inspection  of 
meat  ? 

Mr.  Mater.  I  am  unable  to  tell  you  the  provisions  of  the  act,  but 
if  you  will  send  to  your  committee  room  and  get  85  Federal — 1  do 
not  want  to  trust  to  memory,  Mr.  Congressman^  as  to  what  the  pro- 
visions of  that  act  were.  It  is  the  case  of  United  States  v,  Boyer, 
85  Federal,  425,  and  was  decided  as  I  have  indicated. 

Mr.  Snook.  You  do  not  remember  the  duty  which  the  Government 
officer  was  performing? 

Mr.  Mater.  My  recollection  is  it  was  the  inspection  by  agents  of 
the  Department  of  Agriculture — ^I  make  this  statement  with  the 
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proviso  that  it  is  my  best  recollection — ^it  was  the  act  which  permitted 
the  Secretary  of  Agriculture  to  make  inspection  and  examination 
through  agents  of  the  packing  houses. 

Mr.  Snook.  Notwithstanding  that  provision, they  are  still  having 
Government  inspection  of  meat! 

Mr.  Mayer.  No,  Mr.  Congressman ;  I  think  only  that  which  is  actu- 
ally sent  in  interstate  commerce.  TTiey  have  an  inspection  only  of 
meat  that  is  shipped  in  interstate  commerce;  no  inspection  of  local 
meat. 

Mr.  Snook.  No  inspection  of  the  meat  sold  within  the  State  where 
it  is  slaughtered  ? 

Mr.  Mayer.  No  legal  power  to  inspect  such  meat,  unless  there  be 
local  inspection  under  the  local  police  laws.     My  recollection    is 

Srobably  entirely  accurate,  that  it  was  the  act  under  which  the 
ecretary  of  Agriculture  made  inspection  and  examination  of  the 
];)acking  house  and  the  packing-house  products.  The  court  held 
that  interstate  commerce  is  not  determined  by  the  character  of  the 
commodities. 

Mr.  Parker  of  New  Jersey.  You  have  those  regulations  to  which 
you  referred  a  moment  ago? 

Mr.  Mayer.  I  have. 

Mr.  Parker  of  New  Jersey.  I  think  Mr.  Fisher,  or  one  of  the 
witnesses,  had  them  put  in  the  record,  but  I  would  like  to  have  them 
left  here,  if  you  can,  so  that  they  can  be  put  in  the  record  if  they  have 
not  already  gone  in. 

The  Chairman.  It  was  announced  that  he  could  do  that. 

Mr.  Mayer.  I  will  leave  them  with  the  stenographer. 

(The  regulations  referred  to  follow:) 

General  Regulations  Gtoveening  Licenheer  OpEHATiNb  Stocky abda  oa  Hah- 
DLiNO  OR  Dealing  in  Live  Stock  in  or  in  Connection  wfth  Stocktavs. 

Ui-xiLTLATioN  1 . — Dcfin  itioiiM. 

Section  1.  Words  used  in  these  regiilnttons  in  tlie  singular  form  Mhall  he 
deemed  to  import  tlie  plural,  and  vice  versa,  as  tlie  rase  may  demandL 

Sfx:.  2.  For  the  puriH>se  of  these  refnilations,  unless  the  context  otherwiav 
require,  the  following  terms  shall  be  construe<l,  resi)e<'tively,  to  mean: 

rarnjfraph  1.  Act. — Act  of  Con^iVHs  ai>prove<l  Aujnist  10,  1917,  entitled  "An 
act  to  provide  further  for  tlie  national  security  and  defense  by  encoumRiniK  the 
pro<luction,  conserving;  the  supply,  Hud  controlling  the  distribution  of  food 
products  and  fuel." 

Paragrai)h  2.  Proc/ri mii No «.— The  President's  pnwhnmition  relating  to  stock- 
yards, issued  on  .Tune  18,  1018,  under  the  act. 

Paragraph  3.  SltockyardM, — Kvery  place,  establishment,  or  facility,  couunonly 
known  as  stockyards,  conducte<l  or  operated  for  compenaadoa  or  profit,  con- 
sisting of  pens  or  other  inclosures,  and  their  appurtenances,  in  which  lire  cattle, 
sheep,  swine,  or  goats  are  received,  held,  or  kept  for  sale,  feeding,  watering,  or 

shipment. 

I^aragraph  4.   Lire  ttfork. — Live  cattle,  shet»p,  swine,  or  goats. 

I'aragraph  r».  y*cr«OH. — Individual,  partnership,  association,  or  coriHinitioii. 

Paragraph  0.  IJmiMcc. — A  iK»rson  licensed  under  the  prm'lamation. 

Paragraph  7.  fttockyards  Hcnisec. — A  person  llcenswl  under  the  proclamatloo 
to  conduct  or  oi)erate  stocky  arils. 

Paragraph  8.  ro9nmi9Mion  »jc».— A  li<*ensee  engagerl  In  the  buslnew  tif  re- 
ceiving  on  consign uient.  buying,  or  selling  live  stock  in  or  In  connectiou  with 
8t<x*kyards  for  a  commission  or  fee. 

I  Paragraph  0.  Order  buyer. — A  licensee  engaged  in  the  bnslnem  of  purcfaaalnic 
for  another  person  live  stock  in  or  In  connection  with  stocky arda. 
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Paragraph  10.  I'rader, — ^A  licensee,  other  than  a  commission  man  or  an  order 
buyer,  engaged  in  the  business  of  handling  or  dealing  in  live  stock  in  or  in 
connection  with  stockyards,  including  any  person  commonly  known  as  a  specu- 
lator or  a  scalper. 

Paragraph  11.  Secretary. — Secretary  of  Agriculture  of  the  United  States. 

Paragraph  12.  Bureau  of  Markets, — Bureau  of  Markets  of  the  United  States 
Department  of  Agriculture. 

Parapraph  13.  Regulations, — Rules  and  regulations  prescribed  pursuant  to 
the  proclamations. 

Regulation  2. — Administration. 

Section  t.  The  (-hief  of  the  Bureau  of  Markets  shall  perform  for  and  under 
the  supervision  of  the  Secretary  such  duties  as  may  be  required  in  enforcing 
these  regulations. 

Regulation  3. — Oeneral  requirements. 

Section  1.  Licenses  required  pursuant  to  the  proclamation  shall  be  prepared 
by  the  license  division,  United  States  Food  Administration,  shall  have  the  sig- 
nature of  the  Secretary  affixed,  and  shall  not  be  transferable. 

Sec.  2.  Each  licensee  shall  give  to  the  Chief  of  the  Bureau  of  Markets,  or 
any  other  duly  authorized  agent  of  the  Secretary  at  such  time,  in  writing  or 
otherwise,  and  with  or  without  oath  or  affirmation,  as  such  agent  may  require, 
any  information  concerning  the  business  of  the  licensee.  Each  licensee  shall 
from  time  to  time  make  general  or  special  written  reports  concerning  his  busi- 
ness when  requestted  by  the  Chief  of  the  Bureau  of  Markets,  on  blanks  fur- 
nished by  him  for  the  purpose. 

Sec.  3.  Each  licensee  sliall  during  ordinary  business  hours  permit  any  rep- 
resentative of  the  Secretary  of  Agriculture  designated  by  him  for  the  purpose 
to  enter  the  place  of  business  of  such  licensee  and  inspect  any  and  all  property 
stored  or  held  in  possession  or  under  the  control  of  the  licensee,  and  all  records 
pertaining  to  the  business  of  such  licensee.  All  necessary  facilities  for  such 
inspection  shall  be  extended  to  such  representative  by  the  licensee,  his  agents, 
and  servants.  Such  representative  shall  be  the  President's  duly  authorized 
agent  for  the  purpose  of  this  regulation. 

Sec.  4.  Each  licensee  shall  keep  such  records  as  will  readily  disclose  his 
transactions  as  a  licensee  and  as  will  make  practicable  the  vertification  of  all 
itUTormation  given  by  him  under  these  regulations.  Each  licensee  shall  adopt 
and  use  such  forms  of  records  as  may  be  prescribed  for  his  business  from  time 
to  time  by  the  Secretary. 

Sec.  5.  Licensees  shall  report  in  writing  to  the  Chief  of  the  Bureau  of  Mar- 
kets, within  10  days  thereafter,  any  change  of  address  or  In  the  management, 
control,  ownership,  or  character  of  the  business  of  such  licensee. 

Sec.  6.  No  agent  or  employee  of  the  United  States  shall,  without  the  consent 
of  the  licensee  concerned,  divulge  or  make  known  in  any  manner  while  he 
is  such  agent  or  employee  or  thereafter,  except  to  such  other  agents  or  em- 
ployees of  the  United  States  as  may  be  required  to  have  such  knowledge  in  the 
regular  course  of  their  official  duties,  or  except  in  so  far  as  he  may  be  directed 
by  the  Secretary  or  by  a  court  of  competent  Jurisdiction,  any  facts  or  in- 
formation regarding  the  business  of  any  licensee  which  may  come  to  the 
knowledge  of  such  agent  or  employee  through  any  examination  or  Inspection 
of  the  business  or  accounts  of  the  licensee  or  through  any  information  given 
by  the  licensee  pursuant  to  these  regulations. 

Sec.  7.  A  licensee  shall  not  make  or  exact  any  unjust,  exorbitant,  unreason- 
able, or  discriminatory,  and  unfair  commission,  profit,  or  charge  for  buying, 
selling,  receiving,  holding,  feeding,  watering,  shipping,  or  otherwise  handling, 
or  dealing  in  live  stock  or  in  connection  with  stock  yards. 

Sec.  8.  A  licensee  shall  not  buy,  contract  for,  hold,  sell,  or  otherwise  handle 
or  deal  In  any  live  stock  in  or  in  connection  with  stock  yards,  or  conspire,  com- 
bine, agree,  or  arrange  with  any  other  person,  for  the  purpose  of  unreasonably 
depressing  or  enhancing  the  market  price  of,  or  restricting  the  supply  of, 
or  monopolizing  or  attempting  to  monopolize,  either  locally  or  generally,  any 
such  live  stock. 

Sec.  9.  Each  licensee  shall  exercise  special  care  In  yarding,  feeding,  weii^- 
ing  or  otherwise  handling  live  stock  in  or  in  connection  with  stockyards,  to 
prevent  avoidable  shrinkage,  injury,  or  death  of  live  stock  or  waste  of  feetl. 
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Sec.  10.  A  licensee  shall  not  engage  In  any  discriminatory  and  unfUr,  or 
deceptive  practice  or  device  in  handling  or  dealing  in  live  stock  in  or  in  connec- 
tion with  stoclcyards. 

Sec.  11.  A  licensee  shall  not  make,  issue,  or  circulate  any  false  or  mislead- 
ing representation  tending  to  depress  or  enhance  the  price  of  any  live  stock. 
Tile  issuance  or  making  i>ublic  of  market  quotations,  or  any  st4itenients  to  any 
Iierson  regarding  the  price  at  which  any  live  stock  is  being  sold,  which  quotii- 
tions  or  statements  can  not  be  verified  from  the  records  of  such  licensee  or  of 
other  licensees  or  frou)  an  anthorizecl  governmental  or  other  reliable  sounv 
shall  be  construed  as  making  such  a  false  or  misleading  representation. 

Sec.  12.  A  licensee  shall  n<»t  knowingly  transact  any  business  involving  live 
stock  in  or  in  connection  with  stockyards  with  any  person  whose  'license  tor 
the  transaction  of  such  business  is  susi>ended  or  has  been  revoked  under  the  iic*t. 

Sec.  13.  Each  licensee  shall  observe  such  requirements  governing  the  cIhshI- 
lication  and  dockage  of  live  stock  as  may  l)e  prescribe<I  from  time  to  time  l>y 
the  secretary. 

liEGrLATioN  4.-^-iitovkyard6. 

Section  1.  In  addition  to  other  necessary  records,  complete  an<l  accamte 
records  of  daily  receipts,  shipments,  ami  local  disposition  of  live  stock  shall  be 
kept  by  all  stockyards'  licensees. 

Sec.  2.  Each  stockyards*  licensee  shall  provide  and  maintain  adequate  facili- 
ties and  labor  for  handling,  feeding,  and  watering  promptly  and  efficiently  the 
live  stock  usually  offered  to  him  in  the  course  of  his  business. 

Sec.  3.  All  feed  supplieil  by  a  lic^msee  to  live  stock  in  stockyards  shall  be  fit 
for  feed,  and  shall  be  sold  and  accoimtinl  for  by  actual  or  carefully  estimatcNl 
weight  at  a  reasonable  price. 

Sec.  4.  Sufficient  weighing  facilities  must  l)e  provided  in  all  stwkyards  to 
prevent  unreasonable  delays  in  weighing  live  stock  when  sold,  and  all  scalen 
so  used  must  be  maintained  in  such  condition  and  so  ofierated  as  to  Insure  accu- 
rate weis^ts. 

Sbc.  5.  Each  stockyards*  licensee  shall  sul)mit  to  the  chief  of  the  Hureau  of 
Markets  as  soon  as  practicable  true  copies  of  all  existing  and  proposed  contracts 
and  changes  therein  between  such  licensee  and  packing,  rendering,  semm,  fer- 
tilizer, and  other  establishments  relating  to  the  handling  of  live  to<*k  In  or  In 
connection  with  the  stockyards  of  such  licensee. 

Sec.  6.  A  stockyards*  licensee  shall  not  discriminate  unfairly  In  the  allot- 
ment of  pens,  alleys,  or  buildings  for  the  yarding  or  handling  of  live  stock,  or 
in  the  assignment  of  sites  for  the  erection  of  packing,  rendering,  and  other 
establishments  or  otherwise  in  the  services  and  facilities  of  his  stockyanla. 

Rbquiation  5. — Ctnnmission  men,  order  bui/erM,  ufid  traderu. 

Section  1.  Each  commission  man,  order  buyer,  and  trader  shall  so  regulate 
his  orders  for  feed  and  arrangements  for  the  feeding,  watering,  and  yanUoa 
at  stock  yards  of  live  stock  handled  by  him  that  there  shall  be  no  avoidable 
loss  to  the  owner  or  other  person  for  who  such  live  stock  is  handled  through 
carelessness,  wastefulness,  or  delay  on  the  part  of  such  licvnsee. 

Sec.  2.  E^ch  commission  man  shall  disclose,  in  accounting  to  the  owner  or 
consignor  of  the  Uve  stock  consigned  to  such  comniissitm  man,  the  true  identity 
of  the  purchaser  of  such  Uve  stock. 

Sec.  3.  A  commission  man  shall  not  sell  or  dispos4>  of  live  stc»ck  consigned  to 
him  to  any  person  in  whose  business  he  has  a  iKHumiary  Inteivst  without 
promptly  disclosing  such  fact  to  the  owner  or  consignor  of  such  live  stock. 

Sec.  4.  Each  commission  man  shall  use  his  best  eftortM  to  see  that  the  re- 
quirements of  section  3  of  regulation  4  are  fully  (H>m]>1ie<l  with  as  reganls  feeil 
for  live  stock  consigned  to  him. 

Sec.  5.  Each  licensee  who  shall  purchase  for  another  any  live  Ht<N*k  in  or  In 
connection  with  stockyards  shall,  upon  request  by  any  interested  party  or  h> 
any  duly  authorized  agent  of  the  secretary,  at  the  time  of  sale  or  thereafter, 
disclose  the  name  and  business  address  of  his  princifMil  to  such  iHirty  or  agent. 

llEot'LATiov  6. — hifcrprviation. 

Sbction  1.  Any  licensee  being  in  doubt  as  to  the  meaning  of  any  of  tliesn* 
regulations  as  applied  to  his  business  may  refer  the  question  in  writing  tn  tb«* 
Chief  of  the  Bureau  of  Markets,  Washington,  D.  C.  stating  all  the  fsi-t^ 
Involved. 
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Regulation  7. — Pu bJica  tions. 

Section  1.  The  publication  of  information  relative  to  tiie  enforcement  of 
regulations  sliall  be  made  in  Service  and  Regulatory  Announcements  of  the 
Bureau  of  Marlcets  and  such  other  media  as  the  secretary  may  from  time  to 
time  designate  for  the  purpose. 

♦  *  *  *  *  *  * 

III  accordance  witli  my  proclnmation  of  June  18,  1918,  and  pursuant  to  the 
iiuthority  conferretl  on  me  by  the  act  of  ('ongress  approved  August  10,  1917, 
entitled  "An  act  to  provide  further  for  the  national  security  and  defense  by 
encouraging  the  production,  conserving:  the  supply,  and  controlling  the  distri- 
bution of  food  products  and  fuel."  the  foregoing  regulations  are  hereby  pre- 
scribed and  promulgate<l  to  govern  persons  licensed  to  engage  in  the  business 
of  conducting  or  operating  stockyards,  or  of  handling  or  dealing  in.  live  stock 
in  or  in  connection  with  stockyards. 

none  in  the  District  of  (Columbia  this  26th  day  of  .July,  1918. 

WooDRow  Wn.soN,  President. 
By  thk  Pkesidknt  of  tfik  Uxitkd  States  of  AM*aiicA. 

A  proclamation. 

Whereas  under  and  by  virtue  of  an  act  of  Congress  entitled  "An  act  to 
provide  further  for  the  national  security  and  defense  by  encouraging  the 
pro<luction,  conserving  the  supply,  and  controlling  the  distribution  of  food 
products  and  fuel,'*  approved  by  the  President  on  the  10th  day  of  August,  1917, 
It  is  provided,  among  other  things,  as  follows : 

"That  by  reason  of  the  existence  of  a  state  of  war  it  is  essential  to  the 
national  security  nnd  defense,  for  tlie  successful  prosecution  of  the  war,  and 
for  the  support  and  maintenance  of  the  Army  and  Navy  to  assure  an  adequate 
supply  and  equitable  distribution,  and  to  facilitate  the  movement  of  foods, 
feeds,  fuel,  including  fuel  oil  and  natural  gas,  and  fertilizer  and  fertilizer 
ingredients,  tools,  utensils,  implements,  machinery,  and  equipment  required  for 
the  actual  production  of  foods,  feeds,  and  fuel,  hereafter  In  this  act  called 
necessaries,  to  prevent,  locally  or  generally,  scarcity,  monopolization,  hoarding, 
injurious  speculation,  manipulations,  and  private  controls  affecting  such  sup- 
ply, distribution,  and  movement,  and  to  establish  and  maintain  governmental 
control  of  such  necessaries  during  the  war.  For  such  purposes  the  instru- 
mentalities, means,  methods,  powers,  authorities,  duties,  obligations,  and  pro- 
hibitions hereinafter  set  forth  are  created,  established,  conferred,  and  pre- 
scribed. The  President  Is  authorized  to  make  such  regulations  and  to  issue 
such  orders  as  are  essential  effectively  to  carry  out  the  provisions  of  this  act." 

And  whereas  it  is  further  provided  in  said  act  as  follows: 

'*That  from  time  to  time,  whenever  tlie  President  shall  find  It  es?ential  to 
license  the  Imiiortation,  manufacture,  storage,  mining,  or  distribution  of  any 
necessaries,  in  order  to  carry  into  effect  any  of  the  pui-poses  of  this  act,  and 
shall  publicly  so  announce,  no  person  shall,  after  a  date  flxed  in  the  announce- 
ment, engage  in  or  carry  on  any  such  business  specified  in  the  announcement 
(if  importation,  manufacture,  storage,  mining,  or  distribution  of  any  necessaries 
as  set  forth  in  ^uch  announcement  unless  he  shall  secure  and  hold  a  li<'ense 
issued  pursuant  to  this  section.  The  President  is  authorized  t(»  issue  such 
licenses  and  to  prescribe  regulations  for  the  issuance  of  licenses  and  require- 
ments for  systems  of  accounts  nnd  auditing  of  accounts  to  be  kept  by  licenses, 
submission  of  reports  by  them,  with  or  without  oath  or  affirmation,  and  the 
entry  and  inspection  by  the  President's  duly  authorized  agents  of  the  places 
of  business  licensees.** 

And  whereas  it  is  essential  in  order  to  carry  into  effect  the  purposes  of  said 
act,  and  in  order  to  secure  an  adequate  supply  and  equitable  distribution,  and 
to  facilitate  the  movement  of  certain  necessaries  hereafter  in  this  proclama- 
tion specified,  that  the  license  powers,  ctmf erred  upon  the  President  by  said 
act  be  at  this  time  exerciseil  to  the  extent  hereinafter  set  forth. 

Now,  therefore.  I,  Woodrow  Wilst)n.  President  of  the  United  States  of 
America,  by  virtue  of  the  powers  conferred  on  me  by  said  act  of  Congress, 
hereby  find  and  determine,  and  by  this  proclamation  do  announce,  that  it  is 
essential,  in  order  to  carry  into  effect  the  purposes  of  said  act,  to  license  the 
importation,  storage,  and  distribution  of  certain  necessaries,  to  the  extent 
hereinafter  specif!e<l. 
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All  individuals,  partnerships,  associations,  and  corporations  engaged  in  tlie 
business  of  conducting  or  operating,  for  compensation  or  profit,  places,  estab- 
lishments, or  facilities,  commonly  known  as  stockyards,  consisting  of  pens  or 
other  inclosures,  and  their  appurtenances,  in  which  live  cattle,  sheep,  swine, 
or  goats  are  received,  held,  or  kept  for  sale,  feeiling,  watering,  or  shipment: 
and  all  individuals,  partner^hips,  associations,  and  corporations  commonly 
known  as  commission  men,  order  buyers,  traders,  speculators,  and  scaliM^rfs 
engaged  in  the  business  of  handling  or  dealing  in  live  cattle,  sheep,  swUun  or 
goats  in  or  in  connection  with  such  stockyards  (except  as  exemptetl  by  Raid 
act  of  Congress),  are  hereby  required  to  secure  licenses  on  or  before  July  Ito. 
1918,  which  will  be  issued  under  such  rules  and  regulations  governing  the 
conduct  of  the  business  as  may  be  prescribed  under  ^  aid  act 

The  Secretary  of  Agriculture  shall  carry  into  effect  the  provisions  of  Kafil 
act  and  shall  sui)ervise  and  direct  the  exercise  of  the  powers  and  authority 
thereby  given  to  the  President,  as  far  as  the  same  apply  to  the  said  businetss, 
and  to  any  and  all  practices,  procedure,  and  regulations  applicable  thereto 
authorized  or  required  under  the  provisions  of  said  act,  and  in  this  behalf  he 
shall  do  and  perform  such  acts  and  things  as  may  be  authorized  or  requln*il 
of  him  from  time  to  time  by  direction  of  the  Presjdent,  and  under  such  rule^ 
and  regulations  as  may  be  prescribed  by  the  President  from  time  to  time.  All 
departments  and  agencies  of  the  Government  are  hereby  directed  to  cooper:  t»* 
with  the  Secretary  of  Agriculture  in  the  performance  of  the  duties  herein- 
before set  forth. 

Applications  for  licenses  must  be  made  to  the  law  department,  licen  e 
division.  United  States  Food  Administration,  Washington,  D.  C,  upon  fonun 
prepared  for  that  purpose. 

Any  individual,  partnership,  association,  or  corporation,  other  than  as  herp- 
inbefore  exceptecl,  who  shall  engage  in  or  carry  on  any  business  de^crlbeil 
herein,  without  first  securing  the  license  required  thereof,  will  be  liable  to  the 
penalties  prescribed  by  said  act  of  Congress. 

In  witness  whereof,  I  have  hereunto  set  my  hand  and  caused  the  seal  of  the 
United  States  to  be  affixed. 

Done  in  the  District  of  Columbia  this  18th  day  of  Jime,  In  the  year  of  oar 
Ijord  1918,  and  of  the  independence  of  the  United  States  of  America,  the  one 
hundred  and  forty-second. 

[SEAL.]  WOOOBOW  WtLBON. 

By  the  President: 

RoBEBT  Lansing, 

Secretary  of  State, 

Mr.  Sanders.  Mr.  Mayer,  I  want  to  ask  you  something  in  regard 
to  this  Federal  trade  investigation,  because  I  am  interested  in  it. 
You  are  the  attorney  for  Armour  &  Co.  ? 

Mr.  Mayer.  I  am  the  advisory  attorney.  The  office  attorney  is 
Mr.  Charles  J.  Faulkner,  jr.,  who,  I  think,  is  a  son  of  ex-United 
States  Senator  Faulkner,  of  West  Virginia.  I  am  the  advisory  coun- 
sel, by  which  I  mean,  if  I  may  explain  it,  that  I  have  other  clients. 
I  do  not  devote  all  of  my  time  to  the  business  of  that  company. 

Mr.  Sanders.  Are  you  attorney  for  any  other  packer? 

Mr.  Mater.  I  am  not. 

Mr.  Sanders.  The  Federal  Trade  Commission  investigated  the 
packers  and  have  reported  their  findings  to  the  President,  which  re- 
port is  before  Congress  to-day.  You  have  read  that  report  or  parts 
of  it,  T  take  it  ? 

Mr.  Mater.  I  have  not  read  it  in  its  entirety.  I  have  read  some 
little  of  it. 

Mr.  Sanders.  Are  you  familiar  with  the  procedure  bad  by  the 
Federal  Trade  Commission  in  taking  testimony  and  submitting  its 
findings? 

Mr.  Matbr.  I  am  in  the  matter  of  the  taking  of  the  testimony,  but 
not  in  the  matter  of  submitting  its  findings. 
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Mr.  Sanders.  I  want  to  ask  this  question,  before  I  forget  it,  as 
I  think  it  very  important:  I  have  heard  their  action  referred  to^ 
both  in  your  argument  and  quite  a  number  of  times  in  the  testimony 
here,  as  an  ex  parte  proceeding.  Do  I  gather  from  that,  and  am  I 
right  in  the  conclusion,  that  when  these  gentlemen  took  their  evidence 
and  found  a  verdict  of  guUty  against  the  packing  industry,  that 
there  was  no  opportunity  given  to  the  defendants  before  the  bar,  if 
I  may  use  sucn  an  expression,  to  introduce  any  evidence  or  to  be 
heard  by  counsel  or  to  explain  any  of  the  circumstances  at  all? 

Mr.  Mater.  None ;  not  in  the  slightest  or  the  most  remote  degree. 
Not  only  were  we  denied  the  right  to  introduce  testimony,  to  call 
witnesses  and  present  the  facts,  but  we  could  not  even  cross-examine 
their  witnesses,  and  we  could  not  examine  or  explain  their  documents^ 
We  could  not  answer  how  this  letter  was  written,  or  how  that  letter 
was  written,  or  show  what  the  answer  was  to  any  particular  letter. 
We  never  had  our  day  in  court. 

Mr.  Sanders.  You  do  not  mean  to  say  that,  if  a  witness  took  the 
stand  to  testify  before  the  Federal  Trade  C!ommission,  and  if  dam- 
aging testimony  were  given  against,  we  will  say,  your  client,  Mr- 
Armour,  you  were  denied  the  privilege  of  cross-examining  him  and 
testing  his  reliability  or  credibility? 

Mr.  Mater.  I  say  absolutely  that  was  exactly  the  situation. 

Mr.  Sanders.  You  were  not  even  allowed  to  introduce  evidence  to 
prove  whether  he  was  a  trustworthy  individual? 

Mr.  Mater.  We  were  not  allowed  to  introduce  evidence  of  any 
kind,  character,  or  thing  at  anv  time,  anywhere. 

Mr.  Sanders.  Well,  then,  what  credence  can  we,  sitting  here  and 
considering  this  case,  give  to  that  finding? 

Mr.  Mater.  None  wnatever,  if  I  may  be  permitted  to  say  it.  And 
may  I  use  an  illustration,  with  your  permission  ? 

Mr.  Sanders.  No.  I  want  to  get  this  first.  It  is  so  incomprehen- 
sible to  me  that  I  want  to  get  it  without  any  misunderstanding  at  all. 

Mr.  Mater.  Let  me  put  it  to  you. 

Mr.  Sanders.  Do  you  mean  to  say,  Mr.  Mayer,  that  the  Federal 
Trade  Commission  undertook  to  investigate  a  OTeat  industry  of  this 
country,  such  as  the  packing  industry  is,  preadmitting  the  question 
whether  their  actions  were  right  or  wrong,  whether  guilW  or  inno- 
cent, whether  they  have  robbSi  or  benefited  the  people;  I  say,  pre- 
admitting all  that,  do  you  mean  to  say  that  this  commission  under- 
took to  investigate  this  great  industry  and  then  gave  that  industry 
no  opportunity  to  be  heard  at  all? 

Mr.  Mater.  Most  decidedly.  They  gave  us  no  opportunity,  either 
direct  or  indirect,  at  any  time,  at  any  place,  under  any  circumstances 
or  conditions,  to  be  heard. 

Mr.  Veeder  (of  Swift  &  Co.).  Just  at  that  point,  may  I  be  per- 
mitted to  say  a  word  upon  this  subject? 

Mr.  Sanders.  I  would  like  to  finish  this  first. 

Mr.  Hamilton.  Who  is  this  gentleman? 

Mr.  Veeder.  I  am  counsel  for  Swift  &  Co.,  and  I  have  corre- 
spondence of  Swift  &  Co.  in  which  we  demanded  of  the  Federal 
Trade  Commission 

Mr.  Sanders  (interposing).  I  do  not  want  to  be  interrupted  here. 
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Mr.  Veeder.  I  beg  your  pardon.  I  thought  this  would  be  in  fur- 
therance of  an  explanation  of  the  very  matter  about  which  you  are 
requesting  information. 

Mr.  Sanders.  Mr.  Mayer,  your  answer  to  me  is  that  the  industry 
was  not  permitted  or  allowed  to  offer  any  evidence,  nor  to  cross* 
examine  witnesses,  even,  as  to  their  credibility. 

Mr.  Mateb.  Absolutelv  we  were  not  given  that  opportunity,  or 
any  opportunity,  notwithstanding  I  came  here  and  made,  I  tnink, 
three  trips  to  Washington.  On  one  occasion  Mr.  Ogden  Armour  was 
with  me  to  plead  for  the  opportunity  of  having  a  day  when  we  could 
be  heard,  cross-examine,  introduce  evidence,  or  explain  matters. 

Mr.  Sanders.  I  was  leading  up  to  that.  Did  you  demand  an  op- 
portuni^  to  be  heard  ?  • 

Mr.  ALkYER.  I  did,  sir. 

Mr.  Sanders.  And  the  next  question  is,  that  there  must  be  some 
explanation  of  the  attitude  of  the  Federal  Trade  Commission,  ai^  I 
will  be  pleased  to  have  you  ffive  me  that  explanation  if  you  can. 

Mr.  Mayer.  It  is  impossible  for  me,  Mr.  Congressman,  to  give  you 
what  explanation  the  Federal  Trade  Commission  may  have  for  its 
action  in  the  matter. 

Mr.  Sanders.  No  ;  but  when  they  denied  you  the  opportunity  to  be 
heard  they  must  have  given  you  some  reason  therefor. 

Mr.  Mayer.  They  gave  us  no  reason. 

Mr.  Sanders.  Wnat? 

Mr.  Mayer.  They  gave  no  reason.  May  I  explain  what  the  Fed- 
eral Trade  Commission  did? 

Mr.  Sanders.  Certainly. 

Mr.  Mayer.  They  sent  scores  and  scores  of  examines  to  00 
through  the  files  and  the  records  of  Armour  &  Co.  I  speak  now  omy 
of  Armour  &  Co. 

Mr.  Sanders.  To  do  what? 

Mr.  Mayer.  To  go  through  our  files,  our  letters,  our  books^  our 
records,  and  our  accounts. 

Mr.  Sanders.  Under  what  specific  authority  did  they  do  that! 

Mr.  Mayer.  The  law  gives  the  Federal  Trade  Commission  the 
right  to  examine  any  industry  engaged  in  interstate  commerce.  Now, 
as  these  gentlemen  came,  and  I  want  to  be  charitable  and  I  will  not 
characterize  any  lack  of  intellectual  qualities  in  these  gentlemen  who 
went  through  the  Armour  &  Co.  ofiices  and  files,  but  my  recollection 
is  that  Armour  &  Co.  employ  nearly  a  thousand  stenographers. 
You  may  imagine  the  scope  of  the  business.  That  figure  may  be  a 
little  large,  but  a  very  large  number  of  stenographers  were  employed 
by  Armour  &  Co.  As  they  would  find  some  letter  that  they  thought 
tended  to  show  a  crime,  that  letter  would  be  taken.  There  was  no 
opportunity  for  us  to  show  what  the  letter  meant,  why  it  was  writ- 
ten, or  what  the  answer  to  the  letter  was. 

Mr.  Sanders.  Wait  one  minute,  right  there.  When  they  took  a 
letter  they,  of  course,  took  all  of  the  correspondence  so  that  we,  the 
Government,  luight  be  informed  as  to  the  entire  contents. 

Mr.  Mayer.  Tliey  did  not.  And  we  have  given  you  an  instance  in 
Mr.  Armour's  testimony  in  which  there  appeared  in  a  letter  a  request 
to  destroy  that  letter  after  it  had  been  ivad.  They  put  up  the  file 
of  correspondence  which  showed  that  the  packei-s  had  agreed  on  a 
price  for  lard  compound,  a  substitute.     And  they  did  agree,  but  if 
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these  examiners  had,'  allowed  us  to  show  the  other  correspondence, 
they  would  have  seen  that  we  were  required  to  do  it  by  the  Food 
Commission,  and  that  it  had  been  done  under  the  Food  Commission's 
orders. . 

Mr.  Sanders.  It  is  a  fundamental  principle  of  evidence  that  you 
can  not  take  a  separate  sentence  in  a  letter  and  make  a  case  on  it, 
and  that  you  may  not  take  separate  parts  of  correspondence  without 
presenting  all  that  is  relevant  and  has  a  proper  bearing  thereon. 

Mr.  Mater.  Mr.  Congressman,  as  lawyer  who  has  spent  a  number 
of  years  at  the  bar,  I  want  to  say  that  I  have  found  new  rules  of 
evidence  since  I  have  come  in  contact  with  the  Federal  Trade  Com- 
mission and  its  examiners. 

Mr.  Sanders.  Then,  this  report  of  the  Federal  Trade  Commission 
which  has  been  submitted  to  the  Government  is  absolutely  an  ex 
parte  showing  without  any  opportunity  having  been  afforded  you, 
no  matter  how  guilty  you  might  be,  to  have  had  your  day  in  court, 
seeking  at  any  rate  if  not  to  prove  yoiir  innocence  to  show  exten- 
uating circumstances. 

Mr.  Mater.  You  have  stated  it  with  exact  cerrectness,  sir. 

Mr.  Dillon.  Mr. 'Mayer,  following  that  line  a  little  further,  vour 
explanation  is  that  all  these  exhibits  in  part  2  of  the  report  of  the 
Federal  Trade  Commission  were  thus  obtained,  through  these  ex- 
aminers coming  into  the  offices  and  looking  over  the  files. 

Ml'.  Mater.  I  can  only  speak  for  Armour  &  Co.  The  papers  that 
they  had  were  obtained  by  examining  our  files  and  recordsT 

Mr.  Diux>N.  Did  Armour  &  Co.  voluntarily  surrender  up  its  files? 
Thei-e  was  no  objection  to  it,  was  there? 

Mr.  Mater.  No;  we  could  not  object.  Naturally,  they  were  en- 
titled to  the  letters  or  copies  of  them.  If  we  had  obstructed  them,  or 
if  the  Federal  Trade  Commission  could  prove  secretion  or  destruction 
or  removal  of  a  document  it  is  punishable  up  to  three  years  in  the 
penitentiary. 

Mr.  Dillon.  After  the  report  of  the  Federal  Trade  Commission, 
wherein  do  you  get  a  hearing,  at  what  stage  of  the  proceedings? 

Mr.  Mater.  We  dp  not  get  any,  Mr.  Congressman.  Do  you  mean 
this  proceeding  that  is  now  going  on  ? 

Mr.  Dillon.  Yes. 

Mr.  Mater.  We  got  none.  I  asked  for  one  with  all  of  the  posi- 
tiveness  I  could  use.  Of  course,  I  was  not  offensive  and  not  insulting, 
but  I  asked  the  Federal  Trade  Commission  about  it,  and  as  I  said 
on  yesterday,  I  wrote  a  personal  letter  to  the  President. 

Mi^.  Dillon.  Suppose  an  injunction  was  brought  against  you  as 
operating  in  restraint  of  trade,  that  would,  be  your  fii'st  opportunity 
to  get  a  hearing,  would  it  not? 

Mr.  Mater.  Yes,  sir. 

Mr.  DiLiiON.  Is  there  any  way  open  to  you,  as  you  find  this  law, 
by  which  you  can  get  a  hearing  by  moving  afiirmatively  ? 

Mr.  Mater.  Not  unless  the  Federal  Trade  Commission  allows  it. 

Mr.  Dillon.  It  can  only  originate  in  the  form  of  an  injunction  to 
restrain  you  people  from  your  activities  by  reason  of  proceedings  in 
restraint  of  trade. 

Mr.  Mater.  May  I  enlarge  a  little  in  answer  to  that,  Judge 
DiUion  ? 

Mr.  Dillon.  Certainly. 
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Mr.  Mayer,  They  have  the  right,  and  the  law  prescribes  that  if 
they  find  us  guilty  to  direct  that  we  quit,  and  if  we  do  not  quit,  then 
they  apply  to  the  United!  States  Circuit  Court  of  Appeals  for  an  in- 
junction. The  burden  is  then  on  us  to  resist  their  findings,  though 
we  may  have  never  had  any  day  in  court  and  never  had  the  slightest 
opportunity  to  explain,  answer,  correct,  clarify,  or  give  our  theory  of 
the  situation. 

Mr.  Dillon.  Leaving  that  phase  of  the  case,  let  me  ask :  In  your 
legal  argument  do  you  not  contend,  as  I  understand  it,  that  the  Gov- 
ernment could  not  purchase  property  and  go  into  the  beef -packing 
industry  ? 

Mr.  Mayer.  I  do  contend  it  most  seriously. 

Mr.  Dillon.  You  think  the  Government  could  not  do  that? 

Mr.  Mayer.  They  would  do  it  illegally,  in  my  opinion,  if  they  diii 
attempt  to  do  it. 

Mr.  Dillon.  Under  what  phase  of  the  law  do  you  say  that  thi< 
Government  could  not  buy  a  packing  plant  and  operate  it  itself  for 
the  welfare  of  the  people? 

Mr."  Mater.  I  will  answer  you  in  this  way :  The  onlv  power  that 
the  Federal  Government  has,  and  I  am  speaking  of  the  United 
States  Government,  you  understand,  is  the  power  given  to  it  by  the 
Constitution.  Nowhere  within  the  four  comers  of  the  Confititution, 
either  express  or  implied,  or  in  the  interpretations  given  to  the  Con- 
stitution by  any  court.  State  or  Federal,  has  the  Government  been 
authorized,  or  may  there  be  found  authority,  to  engage  in  the  packing 
business  or  in  the  manufacture  of  boots  and  shoes,  or  any  otner  pri- 
vate industry.  I  have  on  my  memorandum  here  a  number  of  such 
decisions  that  it  can  not  be  done. 

Mr.  Dillon.  That  raises  a  very  interesting  proposition.  Accord- 
ing to  your  claim  that  under  the  law  the  Government  can  not  go  into 
any  activity  in  the  production  and  distribution  of  anything,  is 
that  it? 

Mr.  Mayer.  No;  it  can  not. 

Mr.  Dillon.  That  must  be  left  to  personal  initiative  of  its  citizens. 

Mr.  Mater.  Private  initiative.  The  Government,  of  course,  could 
build  a  railroad,  because  it  is  interstate  commerce  and  to  carry  the 
mails — post  roads  and  post  office. 

Mr.  Dillon.  Under  your  construction  of  the  Constitation  joa 
claim  that  the  Government  could  take  over  the  banking  industries 
and  furnish  money  to  the  people  at  central  points  in  order  to  de- 
velop the  commerce  of  the  country? 

Mr.  Mayer.  The  United  States  Supreme  Court  has  held  that  the 
banking  business  falls  within  the  power  of  Congress — comes  within 
the  provision  of  the  coinage  and  other  clauses.  This  is  fully  ^ne 
into  in  McCulloch  v.  Maryland,  4  Wheaton,  page  16,  the  decision 
being  by  Chief  Justice  Marshall. 

Mr.  Dillon.  If  that  be  true  of  the  banking  industry,  why  ian't  it 
true  of  the  commerce  of  the  coimtry  in  the  way  of  grating  relief  in 
the  food  supply? 

Mr.  Mayer.  You  fail  to  distinguish  between  the  commerce  of  the 
country  and  the  manufacture  of  articles  that  enter  into  commerce. 
If  I  may  be  permitted,  I  will  say  that  the  carrying  on  of  the  banking 
business — and  you  will  recall  from  your  reading  that  the  first  Ignited 
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States  Bank  and  the  second  United  States  Bank,  the  second  one 
being  stopped  during  the  time  of  Andrew  Jackson,  I  believe,  that 
both  of  these  banks  were  held  to  be  a  part  of  the  functions  of  gov- 
ernment under  the  Constitution.  All  this  i^  exhaustively  shown  in 
McCulloch  V.  Maryland,  4  Wheaton. 

Mr.  DnxoN.  Then  you  would  qualify  that  general  answer  with 
the  proposition  that  if  it  relates  to  general  commerce 

Mr.  Mater  (interposing).  Interstate  commerce. 

Mr.  DujiON.  To  interstate  commerce;  then  the  Government  can 
do  it. 

Mr.  Mater.  Interstate  commerce ;  yes,  sir. 

Mr.  Dillon.  Then,  going  back  to  that  question  again :  What  rule 
of  law  would  prohibit  the  Government  from  going  into  the  packing 
industry  at  Chicago  and  making  interstate  shipments,  leaving  out 
domestic  affairs  of  the  State,  and  making  no  local  shipments  what- 
ever. 

Mr.  Mater.  Because  the  Federal  Supreme  Court  has  decided  time 
and  again  that  it  is  not  interstate  commerce  to  manufacture. 

Mr.  Dillon.  Yes;  but  they  base  that  upon  the  general  proposition 
that  the  manufacture  in  itself  will  not  indicate  whether  it  will  ever 
enter  interstate  commerce  or  whether  it  will  be  received  and  used 
only  locally,  within  the  State. 

Mr.  Mater.  No. 

Mr.  Dillon.  That  is  the  basis  of  those  decisions,  isn't  it? 

Mr.  Mates.  No,  Judge  Dillon. 

Mr.  Dillon.  Well,  let  us  go  back  to  the  case,  and  I  can  not  recall 
it  now,  a  Pennsylvania  case,  I  think,  in  which  the  court  held  that 
they  could  not  tell  whether  the  commerce  would  ever  go  into  other 
States,  or  cross  State  lines,  and  therefore  they  could  not  interfere 
with  it  and  could  not  stop  it  because  it. might  go  into  interstate  com- 
merce, meaning  that  it  might  be  used  locally  only. 

Mr.  Mater.  May  I  put  a  question  to  you? 

Mr.  Dillon.  Certainly. 

Mr.  Mater.  Do  you  think  that  the  Government,  under  the  inter- 
state commerce  act,  could  open  the  earth  and  operate  a  coal  mine? 
Coal  is  just  as  necessary  as  food. 

Mr.  Dillon.  I  think  so,  if  they  will  deal  with  it  in, interstate  ship- 
ment& 

Mr.  Mater.  The  Supreme  Court  has  held  that  coal  mining  is  not 
interstate  commerce. 

Mr.  Dillon.  What  case  do  you  refer  to? 

Mr.  Mater.  I  have  it  in  my  brief  here  but  do  not  know  that  I 
could  give  it  offhand.  Yes ;  it  is  the  case  of  Delaware,  Lackawanna 
&  Western  Railroad  v.  Yurkons  (238  U.  S.,  439).  I  call  your  atten- 
tion a^^o  to  United  States  v.  Delaware  &  Hudson  Co.  (213  U.  S.,  366). 

Mr.  Dillon.  I  would  state  that  where  you  can  find  any  element  of 
product  within  the  domestic  lines  of  a  State  that  there  is  no  right  to 
control  it,  on  the  part  of  the  Federal  Government,  because  it  belongs 
to  the  State.  But  when  it  is  manufactured  for  the  purpose  of  inter- 
state shipments,  and  interstate  commerce,  then  the  right  to  control  it 
exists  under  the  interstate  laws  of  the  Constitution. 

Mr.  Mater.  No  ;  I  think  not.  May  I  put  another  question  to  you  ? 
If  they  can  do  it  with  the  packing  industry,  they  can  also  do  it  with 
boots  and  shoes? 
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Mr.  DnjiOK.  Yes,  sir. 

Mr.  Mater.  And  hats,  and  caps,  and  clothing? 

Mr.  Dillon.  Yes,  sir. 

Mr.  Mayer.  That  is  where  you  and  I  diflfer. 

Mr.  DniiON.  Tliere  has  got  to  be  a  line  of  demarkation  somewhere. 

Mr.  Montague.  But  you  don't  want  that  line  anywhere. 

Mr.  CoADY.  Mr.  Mayer,  you  discussed  that  fully  in  the  early  part 
of  your  argument. 

The  Chairman.  Oh,  yes;  that  has  been  gone  over  fully. 

Mr.  Dillon.  It  is  along  the  interstate  commerce  line,  where  you 
said  the  Government  might  control  and  operate  it  so  long  as  it  is  in 
interstate  commerce. 

Mr.  Mayer.  No;  I  didn't  state  anything  of  the  kind,  Judge,  if 
you  will  permit  me  to  correct  you.  I  said  that  the  Goyemment 
may  carry  it  in  transportation,  but  not  manufacture  it. 

Mr.  Dillon.  When*  you  put  in  your  brief  I  wish  you  would  cover 
those  points. 

Mr.  Mayer.  All  right 

Mr.  Montaoite.  I  suggest  that  you  put  in  the  case  referred  to  in 
relation  to  coal  mines. 

Mr.  Mayer.  Yes,  sir.  I  could  give  it  to  you  now  if  I  could  find  it 
quickly,  but  at  any  rate  to  same  time  I  can  put  it  in. 

Mr.  CoADY.  Well,  when  you  extend  yout  remarks,  Mr.  Mayer,  put 
it  in. 

The  Chairman.  You  can  put  in  anything  you  wish  to  in  extending 
your  remarks. 

Mr.  Dillon.  Do  you  think  that  these  matters  of  combination  that 
are  existing  in  this  country  could  ever1i)e  thoroughly  regulated  b}' 
persistent,  constant  pressure  on  the  part  of  the  Department  of  Jus- 
tice? 

Mr.  Mayer.  Yes,  sir. 

Mr.  Dillon.  You  think  that  could  be  effectively  done  t 

Mr.  Mayer.  That  can  be  done.  Judge. 

Mr.  DiLiiON.  I^et  me  call  your  attention  to  a  phase  of  this  matter 
which  has  occurred  under  my  personal  knowledge.  In  my  State, 
about  15  years  ago,  we  enacted  a  legislative  enactment  to  the  effect 
that  insurance  companies  could  not  by  agreement  fix  rates.  Now, 
since  that  time  that  has  become  a  dead  letter  so  far  as  the  State  i> 
concerned.  Why?  Because  the  insurance  companies  would  hold  a 
banquet,  and  select  a  leader,  and  that  leader  would  fix  the  prices,  and 
all  insurance  companies  that  dealt  in  my  State  would  have  the  same 
rate  for  insurance.  Now,  how  will  the  judiciary  reach  that!  That 
is  what  I  don't  know. 

Mr.  Mayer.  By  having  a  man  who  will  collect  the  evidence  hon- 
estly and  present" it  capably  and  by  having  an  efficient  judiciary. 

Mr.  Dillon.  But  every  one  of  thase  gentlemen  will  come  in  and  say 
they  have  never  made  any  agreements.  It  is  just  like  the  packers  say 
they  never  made  any  agreement,  when  they  are  buying  at  the  same 
price. 

Mr.  Mayer.  Well,  my  dear  Judge  Dillon,  is  there  any  wav  under 
God's  Heaven  bv  which  a  man  can  answer  a  charge  except  oy  sav- 
ing I  did  or  I  didn't,  lliat  is  the  only  way  to  get  at  the  truth.  Do 
you  want  a  man  who  is  charged  with  murder*  simply  because  cir- 
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cuinstantial  evidence  points  strongly  toward  his  guilt,  to  come  in 
and  plead  guilty? 

Mr.  DiiiLON.  How  are  you  going  to  prove  any  of  this? 

Mr.  CoADY.  As  a  matter  of  evidence. 

Mr.  Mayer.  Yes,  sir. 

Mr.  Dillon.  I  have  introduced  several  bills  here,  and  I  do  not  see 
that  I  have  gotten  anywhere,  putting  the  burden  of  proof  upon  the 
other  fellow. 

Mr.  Mayer.  Do  you  think  that  fair? 

Mr.  Dillon.  I  think  so,  in  a  way.  By  way  of  proving  a  certain 
state  of  facts,  that  that  shall  make  a  prima  facie  case,  ancTthereupon 
the  burden  of  proof  shall  be  shifted  to  show  good  faith  in  the  trans- 
action.   Do  you  believe  in  that  kind  of  work. 

Mr.  Mayer.  No,  sir.  I  do  not  believe  this  body  or  any  other  legis- 
lative body  can  with  safety  or  in  fairness  change  the  rules  of  evidence 
which  are  the  result  of  nearly  a  thousand  years  of  accumulated 
experience. 

Mr.  Dillon.  Well,  now,  if  we  eliminate  that  phase  of  judicial  pro- 
ceeding, where  jou  can  not  shift  the  burden  of  proof,  how  will  you 
stop  such  practices  as  I  have  memtioned  ?  Let  me  also  call  your  at- 
tention to  the  lumber  industry.  It  is  all  over  the  country  and  we 
mi^ht  just  as  well  face  it.  I  do  not  believe  that  there  is  any  compe- 
tition any  more  in  the  lumber  business.  In  fact,  if  there  is  any  com- 
petition in  any  line  of  trade  I  do  not  Jmow  where  it  is.  For  in- 
stance, the  lumber  companies,  as  I  alluded  to  it  on  yesterday — 
three  of  them  exist  in  one  town  in  my  State.  A  buyer  goes  to 
them  and  he  gets  an  estimate.  Instantly  that  is  telephoned  to  the 
other  dealei*s.  Now,  there  is  no  doubt  about  that  situation  and 
we  might  just  as  well  face  the  proposition.  That  is  true  of  the 
coal  industr}\    It  is  true  of  many  grocers,  in  a  measure  at  least. 

Mr.  Mayer.  May  I  ask  you  a  question  there,  Judge? 

Mr.  Dillon.  Yes,  sir. 

Mr.  Mayer.  That  is  in  South  Dakota? 

Mr.  Dillon.  It  is  in  all  States. 

Mr.  Mayer.  This  lumber  illustration  that  you  used  ? 

Mr.  Dillon.  Yes,  sir. 

Mr.  Mayer.  That  is  your  State? 

Mr.  Dillon.  Yes,  sir. 

Mr.  Mayer.  Why  haven't  you  stopped  it  by  laws  passed  by  your 
legislature,  changing  the  rules  of  evidence? 

Mr.  Dillon.  We  did  get  them  up,  and  they  have  found  it  didn't 
do  to  enact  them.  I  notice  by  this  record  that  these  packers  were 
restrained  at  one  time  from  illegal  combination. 

Mr.  Mayer.  They  have  all  complied,  and  so  far  as  Armour  &  Co. 
are  concerned  I  say  it  positively,  with  every  letter  of  that  injunc- 
tion.    In  no  way  has  that  been  violated. 

Mr.  DiixoN.  Have  you  any  remedy  by  which  you  can  stop  these 
combinations  that  exist  in  trade  everywhere,  and  that  every  sensible 
man,  it  seems  to  me,  must  concede  exist ;  that  in  this  evidence  of  Mr. 
Colver's  there  is  constant  restraint  of  trade  and  there  are  combina- 
tions ? 

Mr.  Mayer.  You  call  for  an  answer  and  I  will  answer  it.  Great 
Britain  has  become  the  leading  commercial  nation  on  earth  and 
they  have  no  such  laws.    France  has  become  one  of  the  leading 
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nations  of  the  earth  and  it  has  never  had  any  such  laws.  Germany, 
until  it  undertook  to  violate  every  rule  of  right,  of  God,  and  of  man, 
was  one  of  the  great  commercial  nations  of  the  earth,  and  it  never 
had  any  such  laws.  They  give  free  scope  to  the  work  of  the  people 
and  natural  commercial  gravitation  will  find  its  bearings. 

Mr.  Dillon.  I  am  seeking  remedies  for  these  conditions. 

Mr.  Mayer.  You  have  all  the  remedies  now,  and  why  not  enforce 
them?  You  can  not  have  any  more,  and  properly  use  them,  and  that 
is  the  trouble. 

Mr.  Dillon.  I  think  we  must  concede  that  these  evils  exist,  and  I 
want  a  remedy. 

Mr.  Mayer.  You  would  like  to  do  as  they  did  in  Japan  800  years 
ago,  cut  a  man  in  four  quarters  and  then  find  out  whether  he  is 
guilty. 

Mr.  Dillon.  Oh,  no. 

Mr.  Mayer.  Isn't  that  so?  Because  you  want  to  change  the  bur- 
den  of  proof. 

Mr.  Dillon.  Oh,  no;  that  is  not  it.  I  want  to  regulate  the  evils 
that  exist  in  this  country,  and  that  every  man  ouffht  to  concede  do 
exist,  that  combinations  are  controlling  the  trade,  and  I  want  a 
remedy  for  that. 

The  Chairman.  Judge  Dillon,  it  is  now  five  minutes  to  12  o'clock. 

Mr.  Dillon.  One  more  question.  I  did  not  quite  get  my  chance 
before,  and  I  would  like  Ur  continue  these  question  for  a  mcxnent  or 
two. 

Mr.  Mayer,  what  do  you  say  to  the  point  that  these  industries 
should  take  out  Federal  charters,  and  that  those  Federal  charten^ 
should  limit  the  amount  of  money  invested  and  put  them  undo'  an 
examination  similar  to  the  banks  of  the  country? 

Mr.  Mater.  Well,  Judge  Dillon,  you  might  as  well  a.sk  me  what 
I  would  say  if  you  tried  to  invert  the  rule  as  to  the  direction  in  which 
the  blood  flows  from  the  heart  to  the  system  and  back.  You  may 
try  to  invert  it,  to  change  it,  but  the  subject  will  be  dead.  If  you 
limit  the  amount  of  money,  or  amount  of  capital,  or  amount  of  profit 
one  can  make 

Mr.  Dillon  (interposing).  I  am  not  talking  about  the  amount  of 
profit. 

Mr.  Mayer.  Well,  you  said  the  amount  of  capital. 

Mr.  DnxoN.  Yes,  sir. 

Mr.  Mayer.  What  do  you  think  would  have  been  the  condition 
in  the  great  war  if  there  had  been  a  thousand  packers  in  the  United 
States  to  meet  the  war  demand  for  40,000,000  or  60,000,000  pounds 
of  frozen  beef  within  a  few  /lays. 

Mr.  DiLix>N.  What  is  your  judgment  about  the  limit? 

Mr.  Mayer.  The  sky  would  be  the  limit  for  industry  and  com- 
merce if  this  country  is  to  realize  its  destiny.  Combinations  and 
unlawful  agreements  can  be  controlled  by  law.  There  are  plenty  of 
existing  laws  for  that  purpose.  Taxation  is  the  way  to  curb*  ex- 
cessive profits. 

Mr.  Dillon.  Do  you  think  that  h  couple  of  men  should  control 
every  element  of  the  food  supply  for  our  peopled 

Mr.  Maver.  That  is  utterly  impossible*  Judge  Dillon. 

Mr.  DiLiiON.  Oh.  no:  if  you  have  money  enough. 
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Mr.  Mayer.  Oh,  no.  It  would  break  of  its  own  weight.  Such 
attempts  have  always  failed  tind  always  will  fail.  Economic  laws 
are  more  effective  than  are  legislative  acts. 

The  Chairman.  You  have  had  lUjore  than  your  time,  Judge  Dillon, 
and  there  are  other  members  of  the  committee  who  want  to  ask  Mr. 
Mayer  a  few  questions. 

Mr.  DnxoN.  All  right ;  I  will  stop  here. 

The  CirAiRMAN.  Mr.  Dewalt,  you  may  now  interrogate  Mr.  Mayer. 

Mr.  Dewalt.  In  your  argument  on  the  constitutionality  of  this 
act,  as  I  understood  you,  and  if  I  am  mistaken  I  wish  you  would 
correct  me,  you  draw  a  line  of  demarcation  between  manufacturing 
and  transporting.    Is  that  correct? 

Mr.  Mayer.  Yes,  sir. 
^  Mr.  Dewalt.  As  I  understand  you,  you  further  claim  that  the 
right  of  regulation  as  to  manufacture  is  a  right  which  is  still  inherent 
in  the  State  ? 

Mr.  Mayer.  It  is,  Mr.  Congressman. 

Mr.  Dewalt.  And  you  also  claimed  in  your  argument,  if  I  am  not 
mistaken,  that  Congress,  under  the  Constitution,  has  no  powers, 
except  those  which  were  delegated  to  it  by  the  States  and  not  re- 
served by  the  States  to  themselves? 

Mr.  Mayer,  Precisely. 

Mr.  Dewalt.  And  as  I  understand  you  further,  ^our  argument  is 
that  the  commerce  clause  of  the  Constitution,  while  it  includes  all 
of  the  objects  of  commerce,  it  does  not  have  power  of  regulation 
by  legislation  so  far  as  manufacture  exclusively  is  concerned,  but 
only  for  the  transportation  of  those  articles  after  they  are  manu- 
factured ? 

Mr.  Mayer.  You  have  put  it  more  accurately  than  I  have  been  able 
to  state  it. 

Mr.  Dewalt.  Can  it  be  better  and  more  clearlv  expressed  than  in 
these  wordsj  and  this  is  an  answer  to  what  Judge  Dillon  has  been 
trying  to  bring  out.    I  am  quoting  from  a  case  in  128  United  States: 

Whenever  a  commodity  has*  begun  to  move  as  an  article  of  trade  from  one 
State  to  another,  commerce  in  that  commodity  between  the  States  has  com- 
menced, but  this  movement  does  not  begin  until  the  articles  have  been  shipped 
or  started  for  transportation  from  the  one  State  to  another. 

Isn't  that  a  clear  enunciation  of  the  laW? 

Mr.  Mayer.  That  is  clearly  the  law  and  ifl  strongly  so  held  in  the 
Dold  Packing  Co.  case,  U.  S.  9.  Boyer  (85  Fed.,  425),  and  in  the 
Child-Labor  case,  Hammer  v.  Dagenhart  (247  U.  S.,  251). 

Mr.  Dewalt.  That  is  your  ar^ment? 

Mr.  Mayer.  Positively  and  without  any  doubt. 

Mr.  Dewalt.  That  is  all  I  care  to  ask. 

The  Chairman.  Mr.  Barkley,  you  may  take  the  witness. 

Mr.  Barkley.  Mr.  Mayer,  you  complain  about  the  method  by 
which  the  Federal  Trade  Commission  proceeded  with  its  examina- 
tion. You  are  aware  of  the  fact  that  this  examination  or  investiga- 
tion was  not  instituted  by  the  Federal  Trade  Commission  of  its  own 
initiative  ? 

Mr.  Mayer.  Under  a  letter  from  the  President  of  the  United 

States. 
Mr.  Barkley.  They  were  directed  to  do  so. 
Mr.  Mayer.  But  not  as  to  the  manner  of  conducting  it. 
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Mr.  Barkuby.  I  understand.  But  they  were  directed  to  make  the 
investigation? 

Mr.  Mayer.  They  were;  by  a  letter  from  the  President  of  the 
United  States. 

Mr.  Barkley.  Your  view  is  that  whenever  the  Federal  Trade 
Commission  found  anything  suspicious  in  any  records  or  transac- 
tions of  any  of  these  packers  that  they  ought  to  have  called  in  the 
packers  and  had  a  trial  of  that  matter  then  and  there  ? 

Mr.  Mayer.  They  should  have  given  them  an  opportunity  to  explain 
the  matter  before  proceeding  with  an  accusation,  and  this  I  under- 
stand to  be  one  of  the  underlying  factors  for  the  passage  of  the  Fed- 
eral trade  act. 

Mr.  Barkmjy.  Do  you  think  there  is  anything  illegal  about  the 
method  of  investigation  that  they  made? 
Mr.  Mayer.  Well,  there  is  no  law  that  covers  it. 
Mr.  Barkley.  You  can  answer  ves  or  no,  whether  there  was  anv- 
thing  illegal. 

Mr.  Mayer.  Undoubtedly.  They  violated  every  fundamental  prin- 
ciple of  American  citizenship. 

Mr.  Barkley.  You  are  looking  at  this  matter  principally  from  the 
standpoint  of  legality. 
Mr.  Mayer.  Yes,  sir. 

Mr.  Barkley.  Was  there  anything  illegal  in  the  way  they  made 
this  investigation? 

Mr.  Mayer.  In  my  opinion,  yes;  because  they  were  improper  and 
unfair,  and  anything  that  is  improper  and  unfair,  in  my  opinion,  is 
illegal. 
Mr.  Barkley.  Based  upon  the  law  that  created  this  Federal  Trade 

Commission,  which  was  reported  by  this  committee 

Mr.  Mayer  (interposing).  I  think  it  is  illegal  because  whenever 
there  is  a  complaint  filed  with  the  Federal  Trade  Commission  that 

law  requires 

Mr.  Barkley  (interposing).  In  this  particular  case,  this  was  not 
the  result  of  any  complaint  filed. 
Mr.  Mayer.  I  think  it  was. 
Mr.  Barkley.  What  was  the  complaint? 

Mr.  Mayer.  A  letter  from  the  President  of  the  United  States  in 
which  he  said  that  it  is  runiored  or  charged  that  combinations  and 
conspiracies  and  pools  exist. 

Mr-  Barkley.  Well,  that  is  not  a  complaint.  It  was  contemplated 
in  the  law  that  when  any  citizen,  or  the  commission  of  its  own  initia- 
tive, found  a  specific  violation  of  the  law,  and  complaint  was  made, 
that  an  investigation  was  to  be  had.  That  was  a  direction  from  the 
Prosidont  to  make  a  general  investigation  of  the  packing  business. 
Mr.  Mayer.  Mav  I  put  a  question  to  you? 
Mr.  Barkley.  You  may  put  it. 

Mr.  Mayer.  I  do  not  mean  that  yon  need  to  answer,  because  yon 
are  my  controller  here. 
Mr.  Barkley.  I  do  not  think  I  am. 

Mr.  Mayer.  Snppose  there  had  boon  found  in  your  files  a  letter 
addressed  to  you  in  which  it  was  stated  something  like  this:  Xow, 
the  other  night,  when  wo  mot  we  undertook  and  agrood'thnt  we  would 
pass  that  forged  note  on  the  First  National  Bank  of  Now  York.  Now. 
Mr.  Barkley,  suppose  you  were  away  when  that  letter  came  to  your 
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office,  but  examiners  of  the  Federal  Trade  Commission  found  the  let- 
ter. And  suppose  it  is  published  as  evidence  of  a  conspiracy  between 
you  and  the  sender  of  that  letter.  Suppose  when  you  got  back  from 
from  San  Francisco,  or  wherever  you  happened  to  be,  you  took  that 
letter — or  I  will  suppose  that  you  did  not  reply  to  it  at  all,  that  it 
was  so  offensive  and  such  an  insult,  and  we  all  receive  letters  of  an 
offensive  character  on  one  subject  or  another,  and  you  would  not 
dignify  it  with  an  answer.  Don't  you  think  you  would  be  entitled 
to  a  day  before  the  Federal  Trade  Commission?  Or  suppose  you 
answered  promptly  upon  your  return,  and  in  your  answer  you  said, 
'•  You  are  a  dastard  to  make  such  a  suggestion  to  me ;  what  do  you 
mean  ?  "  But  suppose  you  were  not  allowed  to  put  that  letter  in  or 
to  show  you  wrote  such  a  letter,  and  given  no  opportunity  to  present 
your  side  of  the  case.  I  may  tell  you  that  as  to  these  letters  and 
i-ecords  that  they  have  introcfuced  into  the  case,  and  that  they  have 
picked  out,  I  mean  the  Federal  Trade  Commission,  each  and  every 
one  will  have  its  complete  answer  or  some  good  explanation.  And 
it  is  a  failure  to  give  us  that  opportunity  that  I  am  complaining 
about. 

Mr.  BARKiiEY.  You  asked  me  a  question  and  I  will  answer  it. 

Mr.  Mater.  I  would  like  to  have  you  answer  it. 

Mr.  BARKiiEY.  If  I  were  being  investigated  by  the  Department  of 
Justice  or  any  other  Government  agency,  or  by  the  Attorney  Gen- 
eral, on  a  forged  note,  I  wouldn't  expect  them  to  ask  me  about  this 
particular  forged  note.  I  think  that  answers  your  question  with 
reference  to  the  methods  adoj)ted  by  the  Federal  Trade  Commission 
in  investi^ting  the  packing  industry.  But  you  have  not  answered 
my  question. 

Mr.  Mateb.  I  will  try  to  do  it. 

Mr.  BareI/Et.  As  to  whether  the  Federal  Trade  Commission  com- 
mitted any  illegal  act  in  its  work  based  upon  the  act  creating  the 
commission  or  any  statute  of  the  United  States,  in  making  the  in- 
vestigation in  the  manner  in  which  they  did. 

Mr.  Mater.  I  can  point  to  none. 

Mr.  Barei^et.  The  same  complaint  is  made  by  every  person  who 
is  investigated  by  the  Department  of  Justice  to  determine  whether  a 
crime  has  been  committed.  Wherever  evidence  tending  to  show 
crime  has  been  submitted  for  a  decision  as  to  whether  it  will  justify 
taking  the  matter  before  the  grand  jury,  the  defendant,  or  the  person 
charged  with  the  crime,  of  course  would  like  to  be  admitted  to  the 
Department  of  Justice  to  explain  the  matter.  But  if  I  am  correctly 
informed  the  Department  of  Justice  does  not  call  in  every  person 
whom  it  may  investigate  in  order  to  determine  whether  the  thing 
may  be  explained  away.  The  Federal  Trade  Commission  were  not 
charged  with  trying  out  all  these  various  questions,  but  with  making 
an  investigation. 

They  have  submitted  their  evidence  to  the  Department  of  Justice 
to  determine  whether  crimes  have  been  committed,  or  whether  the 
department  would  be  justified  in  proceeding  against  the  packers. 
Now,  if  the  packers  are  to  make  complaint  that  they  were  not  per- 
mitted to  deny  or  explain  all  these  things  in  the  investigation 
thereof,  could  not  the  same  complaint  be  made  by  everybody  who 
is  investigated  by  the  United  States  Government  before  legal  pro- 
ceedings are  instituted  to  bring  them  to  justice? 
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Mr.  Mayer.  I  would  answer  most  decidedly  that  your  suppoeititioiis 
case  is  not  at  all  analogous,  with  all  due  deference  to  you,  and  for 
this  reason :  The  Dei>artment  of  Justice  makes  an  investigation,  and 
if  the  investigation  justifies  the  Department  of  Justice  in  thintdng 
some  offense  has  been  committed^  then  the  evidence  is  taken  before  a 
grand  jury  where  the  offender  lives.  Suppose  the  grand  jury  finds 
no  bill.  That  ends  it.  There  is  no  publicitv.  Suppose  the  grand 
jury  finds  a  true  bill  and  what  is  the  result f  There  is  a  triu  and 
the  person  charged  with  an  offense  has  his  day  in  court. 

Now,  gentlemen  of  the  conunittee,  in  this  case  the  Federal  Trade 
Commission  acted  as  investigator,  judge,  jury,  and  pronounced  judg- 
ment. They  found  us  guilty.  It  is  not  analogous,  Mr.  BarUey,  to 
the  case  you  speak  of.  We  have  been  announced  to  the  world  as 
guilty  of  certain  offenses,  that  announcement  being  made  by  a  branch 
of  the  Federal  Government  That  is  the  distinction;  that  is  the 
difference. 

Mr.  Barkutt.  Let  us  take  another  case :  There  has  recently  been  an 
investigation  before  a  Senate  committee  with  reference  to  pro-Ger- 
man propaganda  in  the  United  States.  I  do  not  mean  to  draw  a 
comparison,  but  that  simply  illustrates  what  I  am  trying  to  bring  out 
The  Department  of  Justice  has  had  its  agents  all  through  the  country 
making  investigations.  They  do  not  go  to  a  suspected  man,  to  a  num 
who  is  under  suspicion,  to  find  out  what  he  has  to  say,  but  they  have 
gone  to  various  sources.  Now,  in  the  investigation  before  the  Senate 
committee  agents  of  the  Government  have  given  publicity  to  certain 
facts  which  they  have  gathered.  Of  course,  those  facts  have  created 
a  suspicion  in  the  minds  of  the  public ;  wd  they  have  in  some  in- 
stances done  some  American  citizens  an  injustice.  But  is  the  De- 
partment of  Justice  to  be  condemned  because  they  did  not  permit  this 
man  or  that  man  to  go  before  th^n  and  give  them  an  opportunity 
to  explain  idl  these  suspicious  circumstances  before  making  this  mat- 
ter public  t 

Mr.  Mayer.  I  will  answer  your  question.  That  committee  of  tht 
United  States  Senate  in  hearing  the  evidence  of  Uie  intelligence  de- 
partment of  the  Government  gave  those  against  whom  charges  were 
made  their  day  in  court  and  permitted  them  to  appear  and  answer. 

Mr.  Bark  LET.  The  Department  of  Justice  did  not  give  them  any 
such  opportunity. 

Mr.  AIater.  !No;  and  the  Department  of  Justice  made  noUiiiig 
public. 

Mr.  Barklet.  It  made  the  evidence  public. 

Mr.  Mayer.  No,  sir.  It  was  not  made  public  except  as  the  wit- 
nesses appeared  before  the  committee,  and  these  other  persons  were 
pemnttm  to  appear  before  the  committee  and  to  answer  and  to 
nave  their  day  in  court  and  to  give  publir  answer  to  what  had  been 
said. 

Mr.  Barklky.  Would  you  have  expected  the  Federal  Trade  Com- 
mission, after  bein^  directed  to  make  this  investigation  by  the  Presi- 
dent, to  have  kept  its  report  and  proceedings  secret  and  not  to  have 
made  their  findings  public  t 

Mr.  Mayer.  By  no  means,  but  after  they  had  given  us  an  op|N>r- 
tunity  to  be  heard.  They  could  have  said  to  the  public:  We  thiiUi 
the  evidence  shows  so  and  so,  but  these  packers  nave  answeiwl  it 
so  and  so. 
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Mr.  BARKiiET.  Your  contention  is  that  you  have  been  illegally 
attacked  ? 

Mr.  Mayer.  No  ;  that  is  not  it.  My  complaint  is  that  the  whole 
proceeding  has  been  unfair  and  unjust. 

Mr.  Barkl£Y.  Have  not  all  commissions  proceeded  in  the  same 
wav? 

Mr.  Mayer.  I  do  not  think  I  have  ever  at  any  time  heard  of  any. 
If  so,  I  would  like  to  have  its  name. 

Mr.  Barkley.  I  think  you  can  find  in  some  instances  the  same 
investigations. 

Mr.  Mayer.  How  do  you  mean  ? 

Mr.  Barkley.  Some  secret  investigations. 

Mr.  Mayer.  Oh,  as  to  secret  investigations,  all  right. 

Mr.  Barkley.  These  investigations  were  secret. 

Mr.  Mayer.  No,  sir ;  they  were  public. 

Mr.  Barkley.  When  were  they  made  public? 

Mr.  Mayer.  From  day  to  day;  from  week  to  we"k;  while  the  ex- 
amination was  going  on. 

Mr.  Barkley.  By  whom? 

Mr.  Mayer.  By  the  Federal  Trade  Commission  and  its  special 
examining  counsel  who  conducted  the  proceedings  entirely  ex  parte 
and  gave  us  no  opportunity  to  appear,  to  cross-examine  witnesses, 
to  explain,  to  answer,  or  to  produce  testimony.  The  doors  were 
shut  to  us.  In  Chicago  we  were  refused  the  right  to  even  have  a 
stenographer  present. 

Mr.  Barkley.  So  this  was  really  a  public  investigation? 

Mr.  Mayer.  Yes,  sir;  without  our  being  given  an  opportunity  to 
be  present  and  to  be  heard. 

Mr.  Barkley.  The  members  of  the  press  wer;»  present  and  heard 
what  was  going  on  ? 

Mr.  Mayer.  Yes,  sir;  but  only  one  side  and  that  a  prejudiced  one. 

Mr.  Barkley.  And  it  was  not  a  star  chamber  proceeding? 

Mr.  Mayer.  N-o;  if  it  had  been  a  star  chamber  proceeding  or  a 
secret  investigation  we  would  not  have  complained. 

Mr.  Barkley.  But  it  is  the  publicity  ? 

Mr.  Mayer.  It  is  the  ex  parte  publicity,  it  is  the  matter  of  being 
condemned  in  advance  without  our  having  any  hearing. 

Mr.  Montague.  Relating  to  the  case  cited  by  Mr.  Barkley  as 
analogous  to  this  case,  in  which  he  referred  to  some  pro-German 
propaganda,  that  related  to  the  espionage  act,  which  was  a  war 
measure,  and  a  war  measure  wholly,  and  nobody  could  justify  that 
in  time  of  peace. 

The  Chairman.  Mr.  Mayer,  we  are  very  much  obliged  to  you  for 
your  constitutional  argument. 

Mr.  Hamilton.  I  would  like  to  ask  a  question  or  two.  Mr.  Mayer, 
whom  did  you  see  on  the  three  occasions  when  you  came  to  Wash- 
in^on? 

Mr.  Mayer.  At  one  time  I  saw  the  three  commissioners,  Governor 
Fort,  Mr.  Murdock,  and  Mr.  Colver.  On  another  occasion,  Mr. 
Armour  and  I  saw  ex-Governor  Fort  and  Mr.  Colver.  My  recol- 
lection is  that  Mr.  Murdock  was  not  present.  On  the  tliird  occa- 
sion my  recollection  does  not  serve  me  as  to  who  was  present,  but 
at  least  one  commissioner  was  present,  and  I  think  two.    I  know  that 
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ex-Govemor  Fort  was  present.  He  was  then  chairman  of  the  com- 
mission, as  I  remember  it.  I  made  three  trips,  Mr.  Congressman,  to 
Washington  for  that  purpose. 

I  might  go  a  little  further,  gentlemen,  in  regard  to  the  matter  that 
I  referred  to  on  yesterday.  We  were  so  desirous  of  getting  both  sides 
before  the  public,  if  there  were  two  sides,  and  no  man  can  say  whether 
there  are  two  sides  to  a  question  until  he  has  heard  both  sides;  and 
it  was  for  that  reason  that  we  resorted  to  every  legitimate  effort  to  be 
heard.  And  I  might  state  that  I  made  a  special  visit  to  Mr.  Stone, 
the  general  manager  of  the  Associated  Press,  and  he  is  now  abroad 
or  he  could  give  you  his  version  of  it. 

The  Chairman.  We  thank  you,  Mr.  Mayer.  Now,  is  Mr.  Louis  F. 
Swift  present? 

Mr.  Swift.  Yes,  sir. 

The  Chairman.  Mr.  Swift,  we  will  be  glad  to  hear  you. 

STATEHEHT  OF  XB.  lOXTIS  F.  SWIFT,  PRESIDENT  OF  SWIFT  A  CO., 

CHICAGO,  ILL. 

The  Chairman.  Mr.  Swift,  you  can  proceed  with  your  preliminary 
statement,  or  your  statement  in  chief,  just  as  you  may  desire  to  do, 
and  there  will  be  no  interruption  of  your  preliminary  statement  until 
you  have  finished  making  it  in  tiie  order  in  which  you  desire  to  pre- 
sent it. 

Mr.  Swift.  I  thank  you.  I  wish  to  say,  Mr.  Chairman,  that  I  am 
the  president  of  Swift  &  Co.,  and  claim  to  understand  the  practical 
lines  of  the  business  of  Swift  &  Co.  pretty  well  from  the  beginning. 
It  has  been  just  about  40  years  since  by  first  connection  with  the 
company.  It  began  with  the  bujing  of  cattle  in  the  stockyards  at 
Chicago.  We  had  only  one  packmg  house  to  begin  with  in  Chicago, 
and  that  was  a  very  small  one. 

I  want  to  say  in  the  first  place,  that  at  the  beginning  of  Swift 
&  Co.'s  business,  my  father  bought  all  the  cattle.  After  a  few  years 
he  had  to  go  to  the  packing  house  and  the  office  and  I  bought  all 
the  ( attle  tor  a  few  succeedmg  years.  I  was  followed  in  turn  more 
or  loss  through  the  same  channel  by  five  brothers  who  are  now  in  the 
business  and  connected  with  me. 

At  the  beginning  of  the  business  I  remember  it  was  all  we  could  do 
to  get  together  one  carload  of  beef  to  ship  in  one  day.  In  fact,  at 
first,  it  took  two  days  to  ge  one  car,  and  finally  we  would  get  a  whole 
car  in  one  day.  Aner  a  while  we  got  to  two  cars  in  one  day,  and  so 
on,  until  at  the  present  we  have  come  up  to  a  point  of  getting  a  thou- 
sand carloads  of  moat  in  one  week,  which  was  furnished  to  the  allied 
(tovernments  in  the  recent  war  through  the  Food  Administration's 
onlors  and  instructions. 

At  the  boprinnincr  of  the  business  and  for  a  ffood  many  years  after- 
wards we  were  nblo  to  buy  the  best  cattle  in  tno  stockynrcls  as  low  as 
4  r(»nts  a  potmd  and  somotimt's  lower.  Then  everybody  was  per- 
fortly  well  snti««fiod.  Now  wo  are  payinjr  for  those  same  cattle  from 
ir»  <»onts  to  Is  cents  a  pound,  and  apparently  nobodv  is  very  well 
satisno<i. 

1  mifflit  -^ay  that  at  tho  boorinning  of  this  business,  when  it  was 
small,  wo  had  no  partnoi-s.  The  bu*jino-s  Ix'longed  to  my  father 
and  his  bmilior,  my  uncle.  But  gradually  as  the  businos^  IxH^ame 
larger,  we  neodod  more  money;  we  were  always  short  of  money, 
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and  never  could  tell  where  we  would  get  the  money  together  to-day 
to  pay  for  cattle  to-morrow.  And  for  that  reason,  and  in  order  for 
the  business  to  grow,  we  made  a  stock  company  of  it,  and  took  in  as 
many  other  stockholders  as  we  could  get.  We  would  oflFer  this 
stock  to  the  public  and  to  our  friends,  and  anybody  who  would  buy 
it,  anybody  who  would  let  us  have  the  money  to  conduct  this  business 
with.  They  always  paid  $100  a  share  for  it.  They  never  paid  any 
more,  not  into  the  treasury  of  Swift  &  Co.,  and  they  never  got  any 
for  any  less.  It  was  always  put  out  at  $100  a  share;  and  it  was 
through  that  means  that  we  got  our  working  capital  for  the  business 
to  grow.  In  the  course  of  development  it  has  grown  to  the  point 
where  we  have  now  about  25,000  stockholders,  and  there  are  about 
5,000  of  those  who  are  employees,  and  about  8,000  of  the  total  num- 
ber of  stockholders  are  women. 

It  is  needless  for  me  to  say  that  we  object  to  the  report  of  the 
Federal  Trade  Commission.  We  objected  and  object  to  the  way  in 
which  the  investigation  was  conducted  in  general.  It  was  very 
unfair.  It  was  handled  in  a  very  sensational  way,  always  giving 
the  packer  the  worst  side  of  it,  and  being  fair  to  our  side  of  it  in  no 
respect  whatever. 

I  will  mention,  just  as  an  instance,  that  in  one  of  their  reports 
they  stated  that  the  packers  handle  565  different  kinds  of  articles. 
I  think  that  evidence  has  been  put  in  here.  I  have  had  that  list 
checked  over,  and  of  the  number  they  stated  there  are  65  articles  that 
related  to  our  storeroom.  For  instance,  we  have  supplies  in  our 
storeroom.  We  might  have  to  buy  a  few  thousand  basTcets  or  a  few 
thousand  buckets  or  some  cloth  or  some  paper.  And  if  we  shipped 
any  of  that  to  any  other  plant  or  transferred  it  to  another  depart- 
ment, why  that  was  put  under  the  head  of  articles  we  dealt  in. 
There  are,  as  I  have  said,  65  cases  like  that. 

Furthermore,  there  are  about  50  articles  in  that  list  that  Swift  & 
Co.  does  not  handle  at  all.  The  report  is  so  prepared  as  to  give  this 
kind  of  inference  or  construction:  Amongst  the  articles  they  say 
the  five  large  packers  handle  are  mentioned  soda-water  supplies, 
grape  juice,  or  something  like  that.  Now,  in  order  to  have  b^en 
fair,  that  statement  should  have  said  that  just  these  articles,  soda- 
water  supplies  and  grape  juice  are  handled  by  one  packer.  Four 
packers  do  not  handle  them.  It  is  not  fair  to  pick  out  here  and 
there  an  article  that  one  packer  is  handling  and  charge  it  up  to  all  of 
them.  For  instance,  I  see  in  the  report  it  says  the  packers  handle 
coca-cola.  I  did  not  know  that  before.  It  surprised  me.  But  the 
inference  naturally  to  be  drawn  from  that  report  is  that  all  of  the 
packers  have  gone  into  it.  I  looked  it  up  and  found  that  Armour's 
salesmen  did  take  some  orders  for  coca-cola.  And  the  report  should 
have  said  that  just  one  packer  handles  coca-cola  and  should  not  * 
have  put  out  the  inference  that  all  of  the  packers  do. 

Another  thing:  In  the  list  of  stockyards  that  they  submit  they 
have  the  statement  that  the  5  larger  packers  are  interested  in  so 
many  stockyards,  I  think,  giving  a  total  of  33  stockyards.  That  list 
covers  the  stock^^ards  at  El  Paso,  Tex.,  a  very  small  stockyards,  and 
owned  entirely  by  Morris  &  Co.  The  report  shows  that  they  have  100 
per  cent  of  the  stock  of  these  stockyards.  At  the  same  time,  El  Paso 
stockyards  are  contained  in  the  list  of  stockyards  controlled  by  the 
5  large  packers.    You  would  naturally  infer  from  that  that  all  five 


814        GOVERKMENT  OONTBOL  OF  MEAT-PACKIKO  INDUSTBT. 

of  them  were  interested  in  the  P^l  Paso  stockyards.  There  are  a  good 
many  other  similar  cases.  Over  here  at  Newark,  N.  J.,  we  have  a 
stocKyards  for  the  purpose  of  unloading  live  stock.  We  slaugliter 
stock  there  and  have  to  unload  them,  and  have  to  have  chutes,  and 
to  have  pens,  but  it  is  not  a  market  There  is  nobody  who  buys  or 
sells  anything  there.  We  naturally  own  100  per  cent  of  the  stmrk- 
yards,  tne  same  as  we  do  the  packinjg  house.  But  those  stockyards 
come  under  the  Federal  Trade  Commission's  list  of  stockyards  owned 
by  the  6  large  pai^kers.  The  public  would  think  that  all  five  of  them 
are  interested. 

I  would  like  to  say  just  one  word  about  the  size  or  the  volume  of 
business.  It  has  come  to  such  size  that  we  are  taxed  beyond  all  en- 
durance. At  the  present  time  Swift  &  Co.  have  in  their  pork  cellars 
alone  250,000,000  pounds  of  product.  A  decline  in  the  market  of  1 
cent  a  pound  isn't  so  very  much,  if  you  consider  a  pound  or  two,  but 
if  you  consider  the  total  amount  in  our  cellars  it  would  mean  $2,500,- 
000.    A  decline  of  5  cents  a  pound  would  mean  $12,500,000. 

Now,  Mr.  Chairman,  there  have  been  quite  a  few  misstatements 
made  before  this  committee.  It  is  in  order,  and  I  have  the  oppor- 
tunity to  say  something  about  theiu  now,  or  shall  I  take  it  up  a 
little  later? 

The  Chaib^ian.  Proceed  with  your  statement  just  as  you  may 
desire  to  do  so. 

Mr.  Swift.  Speakins  of  the  things  that  are  unfair  to  the  pai*ker, 
and  what  we  are  complaining  about  in  this  connection  is,  Mr.  Heney 
has  stated  that  the  packers^  profits  for  the  year  1918,  under  the 
Food  Administration,  were  as  large,  or  larger,  he  said  then,  than 
they  were  the  lie  and  that  has  gone  to  the  pre^ss  that  Swift  &  Co. 
was  spending  a  million  dollars  a  month  for  advertising  during  the 
past  vear.  i  hold  in  my  hand  an  affidavit  by  Mr.  Arthur  D.  White, 
who  lias  charge  of  our  adveiiising  contract,  certifying  that  Swift  & 
Co.  spent  for  the  entire  year  ending  November  2,  1918,  $1,700,000, 
which  equals  fifteen  one-^undredths  of  1  per  cent  on  the  volume  of 
sales  for  said  year.  This  covers  everything:  Posters,  calendars, 
yearbooks,  and  everything  of  every  kind,  and  I  suppose  is  the  least 
cost  on  the  turnover  of  any  industry  in  the  Unitea  States.  I  have 
had  some  averajcros  made  and  think  the  average  is  from  3  per  cent  to 
5  per  cent  for  firms  in  other  lines  of  business.  I  also  have  another 
am^lavit  from  Mr.  Edwin  L.  Ward,  office  manager  and  accountant, 
certif>*ing  to  the  same  thing.  I  will  now  ask  that  they  be  put  in  the 
heiiring. 

(The  affidavits  referi-ed  to  are  as  follows:) 

State  of  lujFioifl, 

County  of  Cook\  sn, 

I.  Arthur  I>.  WhiKN  lieliiK  Hrxt  duly  sworn  ufMin  oath,  do  Ut*iM>AG  and  miy  that 
I  nni  oniployi'il  by  Swift  Jk  ('*).,  a  corporation.  Thh^^co,  III.,  In  the  ciip:irliy  of 
ndwrtlslnff  mnnn^st^r;  tlinf  tlio  entire  advortlslni;  expenditure  of  Swift  &  Co. 
for  the  fisr'nl  year  endlnjr  November  2,  1918,  wan  less  than  $1,700,000.  which  Is 
Bpproxlniiitety  lifte^Mi  one-liundre<lth4  of  1  |K»r  rent  (fifteen  one-hand  red  ttw  of 
15  |)er  (f*nt)  on  the  volume  of  sales  for  said  year. 

That  I  am  of  the  opinion  that  the  attitude  of  the  consumer  toward  the  manii- 
farturer  of  any  product  Is  a  <*nnslderahle  factor  In  determining  the  purchase. 
Tin*  fav<»nib'e  attitude  on  the  part  of  the  buyer  Is  an  as.set  to  the  seller,  and  the 
cf instructive  nature  of  the  advertising  done  by  Swift  &  Co.  during  1918  haa 
Ih^mi  iim^ildereil  not  only  from  Uie  standpoint  ot  the  public  having  a  better 
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understanding  of  the  fundamental  facts  of  the  business,  but  of  creating  a  de- 
mand for  Swift  &  Oo.'s  products. 

That  I  flin  also  of  the  opinion  that  all  of  the  advertising  of  Swift  &  Co.,  of 
<»very  nature,  has  assisted  in  creating  a  demand  for  Swift  &  Ck>.'s  products. 

Abthub  D.  White. 

Subscribed  and  sworn  to  before  me  this  20th  day  of  January,  1919. 

[seal.]  Edoab  B.  Kix miller, 

Notary  Public. 

State  of  Ilijnois, 

County  of  Cook,  ««; 

I,  Edwin  L.  Ward,  being  first  duly  sworn  and  upon  oath,  do  depose  and  say 
that  I  am  employed  by  Swift  &  Co.  a  corporation,  Chicago,  111.,  in  the  capacity 
of  office  manager ;  that  the  total  amount  of  money  expended  by  said  Swift  &  Co. 
for  advertising  of  every  description,  Including  show  cards,  posters,  and  adver- 
tising material  of  every  nature,  as  well  as  space  in  newspapers,  magazines,  and 
periodicals,  did  not  exceed  $1,700,000  for  the  fiscal  year  ending  November  2, 1918. 

Edwin  L.  Wabo. 

Subscril)ed  and  sworn  to  before  me  this  20th  day  of  January,  1919. 

[seal.]  Edgar  B.  Kixmiller, 

Notary  Public. 

Mr.  Swirr.  Now,  gentlemen  of  the  committee,  you  can  see  what  we 
are  laboring  under.    I  appreciate  this  opportunity  of  being  able  to 

eive  our  side  of  the  question.  I  will  try  to  be  frank  and  fair,  and  will 
e  glad  to  answer  any  questions  or  to  go  into  any  subject  in  connection 
with  this  matter  that  the  committee  desires  to  go  into.  Of  course,  you 
realize  that  it  is  a  big  problem  and  a  complicated  one,  and  there  are 
two  sides  to  it.  Cattlemen  and  producers  are  always  wanting  to  get 
more  money  for  their  product  if  they  can,  and  the  consumers  in 
the  East  are  always  wanting  to  get  their  food  cheaper  if  possible. 

In  this  connection,  I  wish  to  say  most  emphatically  that  Swift  & 
Co.  has  no  agreement  of  any  kind  with  other  packers  to  control  the 
prices  of  live  stock  or  meat,  to  control  the  division  of  live-stock  pur- 
chases, or  to  divide  territory  in  the  purchase  or  sale  of  products. 
There  are  cases  in  which  we  have  cooperated  with  other  packers  in  the 
joint  ownership  of  general  facilities,  such  as  stockyards,  but  this  joint 
action  has  been  for  the  purpose  of  providing  facilities  which  either 
did  not  exist  or  which  existed  in  imperfect  form,  and  such  action 
extends  in  no  way  to  the  control  of  prices  or  shipments.  The  packers 
are  in  open  and  Keen  competition  with  each  other  in  the  purcnase  of 
live  stock  and  the  sale  of  beef;  they  are  not  connected  in  any  way. 

Perhaps  the  most  conclusive  proof  of  what  I  say  is  that,  after  in- 
vestigation of  over  a  year  the  Trade  Commission  is  unable  to  deny 
that  the  profits  of  the  packers  are  so  small  that  they  could  be  wiped 
out  without  affecting  the  price  of  live  stock  or  the  price  of  meat  by 
more  than  a  fraction  of  a  cent  a  pound.  It  is  difficult  to  see  how  this 
profit  could  be  lower,  and  there  is  no  other  business  that  is  conducted 
on  such  a  narrow  margin.  This  profit  also  fluctuates  from  week  to 
week,  and  often  becomes  a  loss.  During  18  weeks  of  the  year  ended 
June  30, 1918,  for  example.  Swift  &  Co.  either  made  no  money  at  all 
or  suffered  an  actual  loss  on  its  beef  operations.  Certainly  if  there 
were  a  combination  it  would  be  worthless  if  it  could  not  prevent  losses 
and  if  it  could  not  result  in  more  than  a  fair  minimum  living  profit. 
Referring  to  what  has  been  said  about  construction  of  new  plants 
and  opportunity  of  outsiders  to  come  into  the  business,  I  wish  to  say 
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that  I  believe  there  are  more  new  plants  being  built  now  than  I  have 
known  of  before,  and  that  outsiders  have  an  equal  opportunity  to 
enter  the  packing  business  with  anyone  now  in  the  business.  I  will 
enumerate  some  of  the  plants.  At  Kansas  City  there  is  a  plant  being 
built  and  that  is  about  ready  for  operation,  known  as  the  Ruddv 
Packing  Co.  At  Omaha  there  is  a  new  packing  house  being  built 
called  the  Skinner  Packing  Co.,  said  to  cost  $3,000,000.  It  is  next  to 
our  plant  in  Omaha.  Their  railroad  tracks  go  through  our  property. 
I  thmk  possibly  we  could  have  prevented  their  tracks  going  through 
our  property,  but  we  did  not  try  to  do  it.  At  Sioux  City  there  is  a 
packing  company  called  the  Midland  Packing  Co.,  the  buildings  for 
which  alone  will  cost  about  a  million  dollars.  The  Anheuser-Bush 
people  at  St.  Louis  are  erecting  a  packing  plant  and  going  into  the 
packing  business  with  a  million  dollar  packing  house. 

Mr.  Colver  explained  to  you  on  December  19  that  he  believed  that 
the  packers  exercised  a  control  over  prices  by  means  of  a  division  of 
live-stock  receipts.    He  said : 

The  commission  beUeves  and  has  reported  that  In  the  marketing  of  llv« 
tinimals  it  has  found  that  a  free  market  does  not  exist,  in  that  five  yery  lar^e 
packing  concerns — and  the  five  largest  in  the  country— divide  amongst  them- 
selves  proportionately  and  in  a  continuing  pnq;)ortion  the  purchase  of  the  live 
animals. 

The  statement  that  a  free  market  does  not  exist  is  absolutely  in- 
correct. It  is  ba^sed  upon  the  unproved  assumption  that  there  is  an 
agreement  covering  tne  proportionate  purchase  of  live  stock.  No 
such  allotment  or  agreement  does  exist,  and  the  market  is  just  as 
free  and  open  to  anyone  who  wishes  to  sell  or  purchase  live  stock  as 
the  Union  Station  in  Washington  is  open  to  the  public. 

I  would  like  to  say  in  justification  of  Swift  &  Co.'s  connection 
with  stock  yards,  and  I  have  in  mind  three  cases — St.  PauL  St. 
Joseph,  and  Fort  Worth — where  the  stock-yard  companies  were  abso- 
lutely  wrecked.  The  yards  were  of  no  use  whatever  to  anybo<ly. 
There  were  practically  no  receipts  and  no  packing  houses.  Citizeiis 
of  the  respective  territories  came  to  us,  ana  they  were  joined  by  the 
live-stock  owners  and  producers,  ranchmen,  and  cattle  feeders,  and 
they  begged  us  to  come  and  interest  ourselves  in  these  stockyardi*. 
They  showed  us  the  failures  that  had  been  suffered,  and  after  con- 
sidering the  matter  we  concluded  that  we  would  go  there,  and  those 
stoclq'ards  have  been  built  up  to  a  point  of  100  per  cent  efficiency. 
They  do  a  large  volume  of  business,  and,  as  far  as  I  know,  they  are 
a  big  credit  and  help  to  the  industry. 

I  to-day  have  one  or  two  propositions  from  people  who  have  come 
to  us.  One  of  them  is  the  city  of  San  Francisco,  and  I  could  name 
other  cities.  The  State  Live* Stock  Commissioner  for  the  State  o£ 
California  has  said  that  his  State  needs  an  outlet  for  its  live  stock, 
that  it  needs  a  public  market.  He  has  said,  **  We  want  you  to  interest 
vourself  and  try  to  organize  and  arrange  a  stockyards  companv.** 
While  we  haven't  come  to  any  conclusion  on  the  matter,  I  cite  this 
instance  because  these  are  the  things  that  come  up  to  us  from  time  U^ 
time.  When  we  do  what  we  think  is  good  for  the  community,  and 
what  we  think  is  good  for  the  industry,  then  somebody  comes  alon^ 
and  says  we  have  no  business  to  do  it.  So  you  see  it  is  pretty  liarU 
for  us  to  tell  what  to  do. 
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There  is  another  point  that  gives  the  public  a  very  unfair  in- 
ference. A  list  has  been  made  up  of  towns  and  cities,  and  Omaha, 
St.  Joseph,  and  Kansas  City  appear  in  that  list.  That  comes  under 
the  list  of  stockyards  in  which  the  five  large  packers  are  interested. 
You  would  think  from  the  report  that  all  five  packers  have  an  in- 
terest in  each  yard.  That  is  so  far  from  being  correct  that  I  want 
to  explain.  Mr.  Morris  is  the  only  one  I  know  of  who  has  any 
interest  in  the  Kansas  City  stockyards.  So  we  will  put  Mr.  Morrfs 
down  as  having  an  interest  in  the  Kansas  City  stockyards.  The 
nearest  stockyards  to  that  place  is  St.  Joseph,  Mo.  As  to  the  stock- 
yards at  St.  Joseph  we  are  the  largest  stockholder  there.  I  want  to 
make  myself  clear.  Morris  has  a  lesser  amount  of  stock  in  these 
same  stockyards,  but  it  is  generally  known  as  a  Swift  stockyard. 
Up  at  Omaha,  Mr.  Armour  is  the  only  packer  I  know  of  interested 
in  those  yards,  and  that  is  generally  known  as  an  Armour  yard.  I 
will  make  the  possible  exception  there  that  our  interests  have  a 
hundred  and  seventy-five  thousand  dollars  of  stock  in  the  Omaha 
stockyards,  and  we  have  had  it  for  about  15  years,  and  it  is  carried  in 
the  pension  fund  in  Chicago.  That  is  of  no  consequence.  I  had 
really  forgotten  it  was  there.  So  we  have  the  Omaha  stockyards  as 
an  Armour  yard,  and  the  St.  Joe  stockyards  as  a  Swift  yard,  and  the 
Kansas  City  stockyards  as  a  Morris  yard.  So  you  will  see  that  the 
facts  are  so  different  from  the  assumption  that  all  five  packers  are 
interested  in  these  three  yards.  They  are  in  fact  competitors,  one 
with  another.  These  stockyards  have  got  to  exist.  They  have  got 
to  give  service,  and  they  have  got  to  have  receipts  or  there  will  be  no 
profits,  and  if  they  do  not  get  receipts  there  will  be  nothing  for  the 
packing  houses  to  handle.  So  this  in  itself  brings  out  competition 
that  exists,  showing  competition  among  the  stockyards,  and  competi- 
tion among  the  packers  instead  of  tnere  being  a  combination,  as 
might  be  understood  unless  it  were  explained. 

As  to  this  matter  of  refrigerator  cars  and  branch  houses,  I  will 
leave  that  until  afterwards. 

The  Chairman.  Mr.  Swift,  if  it  will  not  inconvenience  you,  we 
will  take  a  recess  now  until  2  o'clock.  You  may  then  begin  where 
you  leave  off. 

Mr.  Swift.  All  right.  . 

(And,  at  1  o'clock  p.  m.,  a  recess  was  taken  until  2  o'clock  p.  m.) 

AFTER  RECESS. 

The  committee  reassembled  at  2  o'clock  p.  m.,  pursuant  to  recess. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Swift, 
you  may  proceed  with  your  statement. 

Mr.  Swift.  Mr.  Chairman,  in  line  with  our  not  having  had  an  op- 
portunity to  explain  any  of  these  papers  or  letters  that  were  taken 
from  our  files,  I  wish  to  read  into  the  record  here  a  telegram  that 
I  sent  Chairman  Harris,  of  the  Federal  Trade  Commission,  dated 
February  12,  1917,  as  follows : 

Februaby  12,  1917. 
Chairman  Habris, 

Federal  Trade  Commission: 

I  have  seen  in  the  newspapers  President  Wilson's  letter  addressed  to  you 
directing  an  Inquiry  into  the  cost  of  foods.  Wish  to  inform  you  that  the  books 
and  records  of  Swift  &  Co.  will  be  freely  opened  to  the  commission  and  to 
Its  representatives  and  that  the  officers  and  employees  of  the  company  will, 
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upon  your  request,  be  pleased  to  furnish  the  commission  with  any  and  all  In- 
formation in  Its  possession  in  reference  to  that  part  of  the  business  under  In* 
▼estiRation  with  which  the  company  has  to  do.  I  especially  thlnic  that  the 
commission  should  endeavor  to  ascertain  the  reasons  for  the  failure  of  the  pro- 
duction of  live  stock  to  keep  pace  with  the  increase  in  population.  I  respect- 
fully suggest  that  any  investigation  of  this  question  as  regards  meat  most^  in 
order  to  be  thorough,  cover  the  entire  industry  from  the  calf  to  the  table. 

Louis  F.  Swut. 

I  also  sent  the  same  telegram  to  Secretary  Houston,  of  the  Depart- 
bent  of  Agriculture,  as  follows : 

Secretary  Houston, 

Department  of  Agriculture: 

I  have  seen  in  the  newepupers  President  Wilson's  letter  directing  an  Inquiry 
by  the  Federal  Trade  Commission  and  your  department  Into  tlie  cost  of  foods. 
I  wish  to  inform  you  that  the  books  and  records  of  Swift  &  Co.  will  be  freely 
opened  to  the  department  and  to  Its  representatives,  and  that  the  officers  and 
employees  of  the  company  will,  upon  your  request,  be  pleased  to  furnish  the 
department  with  any  and  all  information  in  its  possession  In  reference  to  that 
part  of  the  business  under  investigation  with  which  the  company  has  to  do.  I 
especially  think  thnt  the  department  should  endeavor  to  asoertnln  the  reasons 
for  the  failure  of  the  production  of  live  stock  to  keep  pace  with  the  Increase  In 
population.  I  respectfuUy  suggest  that  any  Investigation  of  this  questloB  as 
regards  meat  must,  In  order  to  be  thorough,  cover  the  entire  Industry  from  the 
calf  to  the  table. 

Louis  F.  SwnT. 

I  also  sent  the  same  telegram  to  President  Wilson,  as  follows : 

President  Wilson: 

I  have  seen  In  the  newspapers  your  letter  addressed  to  the  Federal  Trade 
Commission  directing  an  Inquiry  into  the  cost  of  foods  and  I  have  to^lay  wired 
Chairman  Harris  of  the  Federal  Trade  Commission  and  Secretary  Houstoo  of 
the  Department  of  Agriculture  as  follows: 

Then  followed  the  telegnun. 

On  October  10, 1918, 1  sent  this  telegram  to  Mr.  Oliver : 

Chicago,  October  10,  291S. 
Mr.  W.  B.  CoLVKB, 

Chairman  Federal  Trade  CommiiHon,  WoMMngUm,  D.  C; 

The  summary  of  your  report  on  the  meat-packing  Industry,  dated  July  8, 
191 K  ami  roleawHl  for  publication  August  18,  101S,  contains  many  very  serious 
chnrtres  agntnst  Swift  *  Co.  which  we  feel  are  not  hnscnl  on  o  oiirret't  Interpre- 
tation of  the  evidence  collected. 

Swift  &  Co.  believes  that  it  should  have  been  given  an  opportunity  to  discuss 
ami  explain  the  evidence  and  data  collected  by  the  commission  in  its  Investl- 
gation  of  the  meat-packing  industry  before  the  publication  of  the  summary, 
and  thtit  such  explanation  would  have  saved  the  commission  from  doing  the 
packing  industry  a  serious  injustice. 

It  Ih  to  be  presumed  that  the  commission's  full  report,  when  published*  wlU 
contain  the  evidence  and  data  collected  In  its  investigation,  together  with  Its 
conclusions  and  recommendationsL 

For  the  purpose  of  pointing  out  to  the  commission  the  full  meaning  and 
significance  of  the  data  It  intends  to  publish  in  its  full  report.  Swift  &  Co.  re> 
quests  that  it  be  permitted  to  submit  for  the  consideration  of  the  commissloo 
Us  explunutloim  and  Interpn*tatlon  of  the  evidence  and  data  collected  In  its  In- 
vestigation, and,  for  the  purpose  of  preparing  its  explanation  and  interpretation 
of  said  evidence  and  daU,  Swift  &  Co.  requests  permiaslon  to  go  over  said  evi- 
dence and  (lata  with  the  examiners  of  the  commission. 

Swift  &  iV).  will  accomm<Klate  itself  to  any  reasonbale  requirement  that  the 
cominlHsUtn  may  deem  necessary  or  proper  in  the  premises,  and  will  in  every 
way  [M»Hsllilo  facilitate  such  examination  and  consideration  of  the  evidence  and 

data  colW»oted  by  the  comralHsion. 

Bwirr  ft  Oa 
Louis  F.  SwiiT, 

Preeidemi, 
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In  reply  to  that  telegram  I  received  on  October  11,  the  following: 

Washington,  D.  C,  October  11,  1918. 
Louis  F.  Swift, 

Union  Stockyards,  III. 

Your  telegraph  tenth: 

If  your  attendance  is  found  desirable  you  will  be  advised. 

By  direction  of  the  commission. 

GoLVEB,  Chairman. 

I  will  add  that  we  have  never  been  advised  that  we  could  appear 
in  response  to  our  request. 

You  will  notice  that  my  telegram  to  Chairman  Harris  and  to 
Secretary  Houston,  of  February  12,  1917,  state  that  I  thought  the 
investigation  should  cover  the  entire  industry,  from  the  calf  to  the 
table.  I  want  to  explain  why  I  put  that  into  the  telegram :  As  I 
understand,  this  investigation  started  about  1916,  perhaps  in  the 
middle  of  that  year.  Some  unsatisfactory  conditions  had  existed  in 
the  live-stock  industry,  caused  by  the  foot-and-mouth  disease.  At 
that  time  all  the  natural  rules  and  laws  about  the  shipping  of  live 
stock  to  the  different  markets  in  the  country  were  upset.  Nobody 
could  tell  when  they  could  ship  their  cattle.  The  most  they  could 
tell  was  that  they  could  not  ship  at  all.  But  the  Chicago  market 
happened  to  be  a  market  that  was  open  longer  than  others,  and  was 
open  when  other  markets  were  not  open.  There  were  a  good  many 
cattle  shipped  to  Chicago,  but  they  were  not  allowed  to  be  sent  out 
alive.  That  shut  off  one  of  the  principal  outlets  for  shipping  these 
cattle.  The  thing  became  congested,  and  cattle  naturallv  sold  cheaper 
for  that  reason.  It  was  unfortunate.  Cattle  were  too  neavy  and  too 
fat,  and  nobody  could  get  the  kind  of  cattle  or  the  assortment  they 
wanted.  There  was  not  capacity  enough  in  the  packing  houses  to 
kill  these  cattle  and  the  packing  industry  was  generaUy  upset,  and 
the  foot-and-mouth  disease  conditions  made  prices  lower  than  they 
should  have  been  at  that  time,  both  on  cattle  and  on  hogs. 

This  resulted  in  a  meeting  of  a  committee  from  the  American 
National  Live  Stock  Association.  By  arrangement  they  came  to 
Swift  &  Co.'s  office  in  the  stockyards.  This  was  on  December  7, 
1916.  There  were  present  Mr.  Dwight  B.  Heard,  who  was  the  presi- 
dent of  the  association  at  that  time;  Mr.  L.  E.  Burke  was  niere; 
A.  E.  DeKicqles;  Walter  L.  Fisher;  John  B.  Kendrick.  I  might 
say  that  Mr.  Fisher  is  one  of  the  counsel  who  has  appeared  before 
your  committee,  and  Mr.  Kendrick  is  the  originator  of  the  bill  that 
is  now  under  discussion  in  the  other  committee;  and  W.  J.  Todd, 
of  Kansas;  J.  H.  Mercer,  of  the  Kansas  Live  Stock  Association;  and 
the  representatives  of  the  five  large  packers.  There  was  an  agree- 
ment made  on  the  following  lines :  It  was  agreed  that  the  packers 
would  not  oppose  an  economic  investigation  by  the  Federal  Trade 
Commission  of  their  entire  meat  industry  from  the  producer  to  the 
consumer.  I  think  the  words  used  were  "from  the  ranch  to  the 
table."  A  full  investigation  was  to  be  made  provided  there  were  no 
criminal  charges  made  against  the  packers  in  advance  of  the  taking 
of  evidence.  You  will  understand  that  this  was  a  joint  committee 
that  met  together  to  talk  over  the  complaint  about  these  low  prices. 
From  that  meeting,  which  I  understand  was  followed  from  time  to 
time  by  the  work  of  the  Federal  Trade  Commission,  and  its  report, 
we  get  down  to  date.    But  you  will  notice  that  there  has  disappeared 
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from  the  investigation  anything  about  the  ranch,  or  anything  about 
the  table — ^inennmg  retail  distribution  of  meat — and  it  has  just  cen- 
tered on  the  one  point,  the  packing  industry,  and  of  that  industry 
only  on  the  five  large  packei^s.  There  are  these  other  two  things  we 
are  interested  to  know.  We  want  the  public  to  know  about  condi- 
tions on  the  ranch  and  the  profits  therefrom,  and  conditions  about 
retail  distribution  and  profits.  However,  we  were  not  able  to  ac- 
complish anything  on  that.  For  some  reason  the  President's  letter 
to  the  Federal  Trade  Commission,  ordering  this  investigation,  and  I 
have  a  copy  of  it  here,  dated  at  the  'W  hite  House,  Washington* 
February  7,  1917,  does  not  seem  to  have  been  followed.  He  onlers 
them  to  investigate  and  report  the  faets  relating  to  the  product  ion* 
ownership,  manufacture,  storage,  and  distribution  of  foodstuffs  and 
the  products  or  by-products  arising  from  or  in  conjunction  with  their 
preparation,  manufacture,  etc. 

Now,  this  order  says  "  foodstuffs.''  That  is  an  order  to  make  a  real 
investigation  of  foodstuffs,  and  it  should  have  covered  all  other 
foods.  But  the  investigation  centered  upon  the  packer,  and  I  have 
neither  heard  nor  sc»en  any  other  report  on  any  other  food  products. 
This  is  a  point  that  I  want  to  explain  to  you,  gentlemen  of  this  com- 
mittee, to  show  you  what  we  consider  has  been  unfair  in  regard  to 
the  matter. 

Now,  I  want  to  speak  a  word  about  branch  houses,  as  that  is  one 
of  the  important  points  that  is  contained  in  this  bill.  It  has  been 
stated  to  you  gentlemen  that  these  branch  houses  were  a  part  of 
transportation. .  I  read  here  that  on  December  19,  when  Mr.  Colver 
appeared  before  you,  he  conjpared  our  branch  houses  with  railroad 
freight  houses,  and  said  that  such  freight  houses  should  be  open  to 
all  on  equal  terms.  He  complained  that  these  freight  houses  were 
privately  owned  by  the  packere,  and  said  that  the  use  of  these  facili- 
ties was  not  granted  to  competitoi*s  in  the  same  line  of  business. 

I  wish  to  say,  gentlemen  of  the  committee,  that  our  branch  houses 
are  not  freight  nouses.  Thev  are  salesrooms.  Thev  are  facilities 
especially  constructed  for  efficiently  taking  care  or  our  business, 
which  involves  the  carrying  of  stocks  of  perishable  goods  for,  in 
some  cases,  a  considerable  time,  and  therefore  we  draw  the  goods 
from  these  houses  as  they  are  sold.  These  goods  as  they  arrive  at 
destination  are  delivered  to  Swift  &  Co.  in  car  lots  on  the  track. 
Say  a  car  of  stuff  comes  in.  Our  representative  finds  out  if  it  ha-^ 
been  damaged  in  transit,  or  if  any  accident  has  happened  to  it,  Jiml 
if  not,  he  signs  the  receipt  for  the  delivery  of  that  car,  and  that  is  the 
end  of  the  railroad  s  connection  with  the  matter. 

Wln»n  onre  we  open  that  door  and  find  there  has  been  no  fault  of 
tran-portiUioM  then  the  burden  is  entirely  upon  us.  If  we  <ee  fit 
to  put  in  branch  hou-es  and  install  telephones,  and  clerks,  and  hire 
:inioiiiolnl<'s  nnd  horsos  and  watrons  at  considerable  expense  to  u<e  in 
onr  l»nsiiM's*<  at  a  cost  of  from  three-(|uarters  of  a  cent  to  1  cent  a 
j»onu4l.  it  is  nca  a  matter  of  transportation.  There  would  be  jii-t  a- 
Miirh  n  a-on  and  ju-t  as  much  excuse  for  this  terminal  station  over 
lif!i'  in  the  city  of  Wasliinjrton  to  be  enlarged,  and  to  put  in  mcmis, 
a!nl  {(}  inaki*  arrangements  to  let  passengers  remain  there  for  a  few 
<!a\-  aficr  tlicy  n'acln»d  Washington.  That  is  ju^t  as  fair  a  com- 
)>.»ri-on  a-  it  is  to  say  that  our  liranch  houses  are  a  part  of  trans- 
portation. 
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As  to  the  question  of  smaller  packers,  I  want  to  say  that  outside  of 
what  are  usually  termed  the  five  large  packers,  there  is  a  class  of 
packers,  25  or  30  medium-sized  packers,  who  clII  more  or  less  have 
branch  houses.  There  is  another  class,  the  smaller  butchers  and 
packers  that  have  branch  houses  scattered  around  the  country  to 
sonie  extent.  There  are  as  high  as  200  or  300  altogether  all  over  the 
United  States  of  these  smaller  people.  There  is  nothing  in  any  way 
to  prevent  them  from  having  braiich  houses,  just  the  same  as  they 
would  build  a  packing  house,  if  they  considered  it  to  their  interest. 
But  some  of  them  are  too  smart  to  have  branch  houses.  They  know 
better  and  get  along  without  them.  I  know  of  some  packers,  and 
there  are  a  couple  of  quite  large-sized  packing  houses  over  here  at 
Baltimore,  one  owned  by  Mr.  Martin  and  one  owned  by  Mr.  Green- 
wait.  They  do  quite  a  large  business,  and  they  ship  a  great  deal  of 
fresh  meat  right  here  to  Washington.  They  do  not  want  branch 
houses.  They  seem  able,  as  other  small  packers  are,  to  sell  their 
stuff  to  arrive  and  have  it  delivered  to  the  wagons  and  to  markets 
ri^ht  from  the  railroad  tracks.  This  branch-house  question,  in  my 
opinion,  is  a  good  deal  of  a  bugaboo.  It  is  not  what  it  has  been 
given  out  to  be  by  some  people. 

I  want  to  state,  in  relation  to  what  I  mentioned  this  morning,  that 
by  reading  the  reports  you  would  infer  that  all  of  the  packers  have 
got  into  the  grocery  business  or  got  into  the  cereal  business.  That 
IS  what  is  unfair  about  it.  If  there  were  only  one  packer  in  the 
business  it  would  be  fair  to  give  that  fact.  I  want  to  say  that 
Swift  &  Co.  do  not  handle  any  coffee,  nor  any  rice,  nor  any  cereals, 
and  they  do  not  intend  to  do  so.  It  is  unfair  to  have  that  insinua- 
tion go  forth  that  they  do  handle  them.  There  was  a  point  made  on 
December  20  bv  Mr.  Colver  with  regard  to  handling  canned  salmon. 
Mr.  Colver  said : 

In  the  last  two  or  three  years,  and  since  these  interests  have  become  very 
greatly,  very  heavily  Interested  in  the  salmon-canning  business,  prices  for 
canned  salmon  have  advanced  very  much  out  of  proportion  to  other  similar 
products,  and  with  no  reason,  no  economic  re^ison,  no  reason  that  can  be  given 
that  is  a  good  reason,  except  that  control  which  has  come  into  that  industry. 

Now,  that  is  an  insinuation.  And,  gentlemen  of  the  committee, 
these  are  .the  facts :  Libby,  McNeill  &  Libby  do  put  up  canned  sal- 
mon. They  used  to  be  owned  by  Swift  &  Co.  but  they  are  not  now. 
They  are  separated.  They  are  the  largest  canners  of  salmon,  or 
packers  of  salmon.  In  the  first  place,  I  want  to  say  that  statistics 
for  one  year  covering  the  salmon  pack  shows  8,000,000  cases.  Libby, 
ifcNeill  &  Libby  pack  only  485,000  cases.  That  is  6  per  cent  of  the 
total.  That  is  to  say,  there  are  only  two  packers  that  I  know  of  who 
are  packing  salmon.  One  is  Libby,  McNeill  &  Libby,  and  they  pack 
485,000  cases,  which  is  6  per  cent  of  the  total,  and  the  other  is 
Wilson  &  Co.,  who  pack  about  160,000  cases,  and  that  is  If  per  cent 
of  the  total.  They  are  the  only  two  meat  packers  that  I  Imow  of 
packing  salmon,  and  you  will  sec  what  a  small  percentage  it  is  as 
compared  with  the  general  inference  given  in  the  statement. 

Mr.  Hamilton.  You  say  they  pack  salmon.  Do  you  mean  that 
they  catch  salmon  up  in  Alaska  and  pack  them? 

Mr.  Swift.  Yes,  sir.  They  have  a  packing  house  up  in  Alaska, 
and  it  comes  along  in  their  business  simply  because  the  question  of 
tinning  salmon  and  the  question  of  preserving  meat  is  the  same  thing 
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as  at  a  beef -canning  factory.  It  is  the  same  line  of  business.  Thej 
send  their  manager  up  there  and  catch  fish  with  their  own  boats  or 
they  buy  the  fish  in  tne  market ;  that  is,  from  the  fisherman  or  the 
fish  dealer,  or  from  whomever  they  get  it. 

Mr.  Hamilton.  Do  you  mean  that  they  buy  the  fish  nlreadv 
canned  ? 

Mr.  Swift.  Oh,  no.   They  buy  them  fresh. 

Mr.  Hamilton.  They  probably  have  canneries  right  there  at  the 
mouth  of  some  salmon  stream  in  Alaska. 

Mr.  Swift.  Yes,  sir.  Now,  I  do  not  know  what  the  assumption 
was,  but  the  question  was  brought  up  that  because  some  of  the 
packers  were  packing  salmon,  and  intimating  that  they  had  a  large 
percentage  of  the  business,  was  controlling  tne  situation,  whereas  it 
turns  out  that  they  have  only  about  7  per  cent  of  the  business.  There 
was  an  insinuation  that  there  was  some  danger  of  the  country's 
supply  becoming  exhausted.  I  want  to  say  here  to  this  committee 
that  there  is  no  more  danger  of  the  country's  supply  of  salmon  be- 
ing depleted  by  the  meat  packers  being  in  the  canning  business  than 
of  the  other  interests  being  in  the  canning  business,  because  the 
fish  laws  of  the  respective  countries  protect  these  fish  and  they  are 
thoroughly  enforced. 

The  question  might  properly  be  asked  me,  I  suppose,  if  there  was 
anything  wrong  with  the  packing  business ;  what,  in  my  opinion, 
was  wrong  with  the  business;  and  I  want  to  say  that,  in  my  opinion, 
the  only  thing  that  is  wrong  with  the  packing  business  is  the  public 
impression  that  there  is  something  wrong  with  it. 

If  the  impression  which  has  been  created  by  means  of  statements 
inflaming  public  prejudice  could  be  removed,  the  need  for  all  this  leg- 
islation would  also  be  removed.  I  could  go  on  explaining  the  differ- 
ent charges  that  have  been  brought  against  us,  but  I  presume  I  may 
be  asked  about  that  later.  I  want  to  explain  my  opinion  about  the 
cars,  and  I  want  to  give  an  explanation  of  what  has  been  said  about 
bmnping  posts,  the  manufacture  of  bumping  Dosts,  about  the  manu- 
facturing of  the  Chicago  Bearing  &  Metal  Co.  I  want  to  explain 
about  our  connection  with  the  Humi  Packing  Co.  at  Sioux  City. 

Mr.  EscH.  Why  not  do  it  now,  as  you  pn^eed  t 

The  Chairman.  If  you  have  something  written  up,  it  can  all  go  in 
this  record  whether  you  read  it  or  not.  i  ou  can  state  the  substance  in 
some  instances  more  briefly  than  you  have  written  it  up,  but  you  can 
put  in  a  written  statement  if  you  prefer. 

Mr.  Swift.  I  will  first  treat  the  subject  of  refrigerator  cars.  That 
seems  to  be  one  of  the  items  at  issue.  I  have  already  explained  abont 
the  wholesale  markets,  what  the  situation  was,  and  that  there  was 
not  an  item  of  transportation  in  relation  to  the  movement.  If  the 
railroads  or  the  Grovemment  want  to  build  some  wholesale  markets 
for  the  smaller  packers,  that  is  perfectly  proper.  There  b  a  misoon- 
ception  about  tne  words  ^  cold^  storage.^  A  wholesale  market  has 
what  we  call  a  refrigerator  that  is  kept  at  a  temperature  of  80^  to  40^. 
The  meat  is  not  frozen  there  and  it  is  not  kept  frozen. 

There  is  another  kind  of  buildings  that  are  called  cold-storage 
buildings  or  freezers.  Now,  the  packers  only  own  a  small  per  cent  of 
what  is  owned  in  the  United  States.  Perhaps  the  packers  mi^t  own 
10  or  20  per  cent.    The  other  80  per  cent  is  owned  by  public  coW- 
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storage  companies.  Tou  can  go  ri|^ht  down  in  Washington  and  find 
several  public  cold-storage  companies.  There  are  in  Baltimore,  also. 
In  New  York  there  are  dozens  of  them.  So  the  cold-storage  proposi- 
tion is  not  a  question  of  the  packers  monopolizing  them. 

I  happen  to  know  at  the  present  time  that  the  English  Govern- 
ment have  got — ^I  am  not  violating  any  confidence,  because  it  has  been 
a  'matter  of  public  record — the  British  Government  have  got  in  the 
United  States  now  about  50,000  tons  of  frozen  beef.  That  is  about 
150,000  cattle  in  the  freezers.  They  are  gradually  shipping  those  to 
England.  It  might  take  five  or  six  we^  to  ship  them.  I  do  not 
think  any  of  them  are  in  the  packers'  freezers.  1  only  say  that  to 
show  to  you  that  the  freezer  storage  proposition  is  not  one  that  the 
packers  could  control  or  that  they  predominate  in.  It  is  true  a  packer 
might  have  a  freezer  of  his  own  in  New  York  or  Philadelphia  or  Chi- 
cago, but  that  is  a  small  item  compared  with  the  public  freezers  in 
the  same  cities. 

Mr.  Parker.  You  meant  50,000  pounds,  did  you  not,  insteaci  of 
50,000  tons? 

Mr.  Swift.  Fifty  thousand  tons,  and  there  are  about  three  cattle  to 
a  ton,  and  that  makes  150,000  cattle.  I  only  say  that  to  illustrate  the 
big  volume  of  freezer  and  the  cold-storage  business  outside  of  the 
packers.  There  are  companies  in  Chicago  and  companies  everywhere 
that  build  these  cold-storage  buildings.  They  put  in  frozen  beef  one 
month.  That  comes  out  and  they  j)ut  in  butter  in  the  same  room,  and 
that  comes  out  and  they  can  put  in  eggs  in  the  saipe  room  after  it 
has  been  emptied.  That  is  a  matter  ofpublic  utilities  just  the  same 
as  any  other  storage  would  be. 

As  to  the  question  of  the  volume  of  their  whole  business  that  the 
five  largest  packers  d,o,  it  is  very  much  misunderstood.  Sight  here  in 
Washington  you  can  find  out  by  asking  other  people  that  are  local 
here  in  Washington  for  an  estimate  of  the  percentage  of  fresh  meat 
that  is  sold  in  this  city  by  the  five  largest  packers,  and  I  will  ventui-e 
to  say  it  is  not  much  over  helf ,  perhaps  a  half.  The  other  half  is  sup- 
plied by  the  other  packers,  established  in,  say,  Chicago,  Kansas  City,^ 
Indianapolis,  Cincinnati,  and  by  local  killing;  you  will  have  a  large 
local  killing  element  here,  and  there  is  a  general  misunderstanding 
about  the  volume  that  the  five  largest  packers  do  in  all  respects,  and 
it  comes  about  this  way :  The  five  large  packers  have  to  have  what 
you  call  interstate  inspection ;  you  can  call  it  Government  inspection ; 
it  is  the  same  thin^.  Inspectors  from  the  Department  of  Agriculture 
come  to  your  packing  house,  perhaps  a  dozen  of  them  in  our  packing 
house  in  Chicago,  and  you  are  under  their  jurisdiction.  You  have  to 
keep  your  repaire  and  equipment  up  to  their  standard.  They  ex- 
amine the  character  of  the  product  which  passes  through  the  house, 
and  if  it  is  anything  that  they  think  is  not  richt,  they  mutilate  it  in 
such  a  manner  that  it  goes  to  the  soap  tank,  and  they  make  soap 
grease  out  of  it.  That  is  fair;  we  are  satisfied  with  that.  It,  of 
course,  makes  a  large  loss,  but  we  think  that  is  right;  that  ought  to 
be  done.  But  when  they  say  the  figures  show  that  the  five  large 
packers  do  81  per  cent  of  wluit  is  done  in  the  10  largest  markets,  they 
are  picking  out  the  10  markets  where  the  packers  are.  They  do  not 
go  to  10  more  markets  where  there  are  not  any  of  these  large  packers 
and  put  up  the  volume  to  you. 
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'  (There  is  another  class  of  inspection  outside  of  the  Govermnent  in- 
spection. You  see,  if  the  packer  is  a  small  or  medium-sized  packer, 
and  he  is  willini^r  to  sell  his  stuff  on  the  date  it  is  produced,  he  seUs  it 
in  the  same  State  that  his  plant  is  located  in.  He  can  not  go  outside 
of  the  State,  because  he  does  not  have  Gh)yemment  inspection.  There 
is  a  big  Tolume  of  that.  And,  then,  there  is  another  tnird  kind;  that 
is  the  small  packer,  the  retailer,  and  the  slaughtering  that  is  done  on 
the  farms  and  ranches. 

.  Now,  to  put  this  up  in  round  numbers — ^I  am  not  talking  fractions, 
and|  I  do  not  want  to  split  hairs — ^but  in  this  first  class  I  speak  of  the 
five  large  packers  do  not  do  over  85  per  cent  of  what  is  done  in  the 
whole  Ignited  States.  I  am  adding  cattle  and  hogs  and  sheep  and 
calves  and  every  thing  all  together,  making  a  grand  sum  to  get  at  it 
in  round  figures. 

The  class  that  does  not  have  the  Government  inspection  does  just 
about  as  much.  They  woul4  be  about  35  per  cent  of  the  volume. 
These  are  the  people  I  refer  to  outside  of  the  five  largest  packers. 
Most  of  them  no  not  have  Government  inspection ;  some  of  them  do. 

Now,  we  left  about  30  per  cent  of  the  total  consumption  of  the 
United  States  that  is  done  by  the  small  retailer  and  on  the  farms  and 
ranches.  So,  you  see,  when  you  come  right  down  to  it,  to  use  fi|z:ures 
allowing  the  five  large  packers  doing  82  per  cent  of  what  is  done  in  10 
large  markets  is  not  conclusive.  You  must  have  to  go  with  that  the 
receipts  and  the  figures  that  are' shown  in  a  market  where  the  packers 
do  not  have  any  packing  houses,  and  you  must  also  add,  up  what  is 
killed  in  the  paclcing  houses  like  those  in  Baltimore  and  Washington 
and  Philadelphia  and  everywhere  else — local  packing  houses.  So, 
when  you  get  right  down  to  it,  you  have  three  classes,  and  there  is 
not  very  much  difference  in  the  size  of  them ;  they  are  all  similar. 

If  I  said  that  the  five  large  packers  did  35  per  cent,  and  the 
medium  and  small  packers  did  35  per  cent,  and  the  retailers  and  the 
farmers  and  the  ranch  people  did  35  per  cent,  I  would  have  105  per 
cent,  and«  of  course,  that  is  too  much.  I  have  got  to  take  off  a  little 
from  some  of  them,  but  they  are  approximately  about  a  third  each. 
I  would  not  sav  that  one  is  not  36  per  cent  and  that  one  might  not 
be  33  per  cent,  but  that  percentage  as  not  far  off. 

The  question  has  come  up  about  some  officers  of  Swift  &  Co.  beinir 
connecte<l  with  a  company  that  made  bumping  posts  and  sold  them 
to  the  railroads,  and  I  want  to  explain  that  by  saying  tliat  the  name 
of  this  bumping  post  is  the  Ellis  bumping  post.  Mr.  Ellis  was  our 
master  mechanic  some  25  or  30  years  ago,  and  he  discovered  this 
uatcnt  for  a  bumping  post,  and  my  father  organized  a  company,  anti 
\fr.  EUis's  estate  at  the  present  time  owns  250  shares  in  this  com- 
pany,  and  they  not  only  manufacture  bumi)ing  posts,  but  they  manu> 
facture  tanks  for  tank  cars,  and  tanks  for  cooking  fats  in  packing 
houses  and  trucks,  and  they  sell  them  to  all  the  packing;  houses  that 
want  to  buy  of  them.  Anyl)ody  can  buy  thoni;  the  smallest  packers 
in  the  United  States  have  got  them  there,  and  it  is  a  sort  of  a  general 
proposition,  and  any  statnnent  that  it  was  monopolized  in  any  way 
to  M»ll  bumping  posts  to  control  the  routing  of  freight  or  anything 
else  is  wrong.  They  may  show  up  one  or  two  cas<\s  where  it  may 
have  been  mentioned  in  the  way  oi  correspondence,  but  as  a  creneml 
j)n>position  it  has  no  connection  whatever  with  Swift  &  Co.*s  busi- 
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riess  or  Swift  ^  Co.'s  routing.  I  want  tp  say  that  there  are  no  officers 
of  'Swift  &  Co.  that  are  interested  in  outside  concerns  that  profit  to 
the  expense  of  Swift  &  Co. 

A  big  story  has  been  made  by  the  Humi  Packing  Co.,  of  Sioux 
City,  and  I  want  to  explain  it  this  way.  Mr.  Humi  was  a  pretty 
old  man,  in  feeble  health,  and  had  made  up  his  mind  to  sell  his 
packing  house.  The  packing  house,  unfortunately,  happened  to  be 
located  in  a*  portion  of  the  stockyards  at  Sioux  City  that  interfered 
with  their  growth  as  a  stockyard.  Naturally  when  Mr.  Hunri 
wanted  to  sell,  as  they  were  interested,  they  bought  his  packing 
house,  and  they  paid  $162,000  for  it.  He  was  apparently  very  much 
pleased  that  he  was  able  to  sell.  He  said  he  had  been  offered  a  few 
thousand  dollars  more  for  it,  but  there  would  be  deferred  payments 
and  one  thing  and  another,  and  he  would  rather  sell  to  the  stock- 
yards company  and  be  through  with  it,  sell  it  to  them  f  )r  cash.  The 
trade  was  consummated,  and  he  got  his  cash  and  he  was  very  happy 
about  it.  The  story  has  been  sent  out  that  Swift  A  Co.  dogged  this 
man  to  death,  that  they  furnished  such  competition  that  he  could  not 
exist.  Swift  &  Co.  had  no  plant  in  Sioux  City.  They  had  no  com- 
petition that  they  could  give  Mr*  Hurni ;  they  were  not  doing  business 
there,  and  they  did  not  compete  with  him.  They  did  not  try  to  put 
him  out  of  business;  they  did  not  try  to  see  that  he  lost  money.  In 
fact,  he  made  money ;  he  w^as  comparatively  a  rich  man  for  what  he 
expected  to  be,  and  so  I  explain  the  charges  that  are  made  against 
lis,  and  give  you  the  facts. 

Now,  I  want  to  tell  you  the  whole  story  about  it.  The  Sioux  City 
Stock  Yards  Co.,  of  which  I  am  looking  after  the  management,  etc., 
intends  to  tear  down  this  packing  house  and  build  additional  pens.. 
In  fact,  they  surround  it  on  three  sides  of  the  stockyards,  and  it  is 
right  near  the  exchange  building,  and  there  is  no  other  packing  house 
there,  and  it  has  to  be  torn  down.  In  the  meantime  it  was  not  ready 
to, bp  torn  down,  and  they  said  to  Swift  &  Co.,  "Will  you  rent  it?  , 
ind  I  considered  the  question.  *  It  is  a  very  small  affair,  anyhow;- 
the  volume  of  bysiness  amounts  to  nothing. . 

'•It* may  have  100  cattle  a  week  and  100  hogs  a  day,  and  as  we 
had  no  packing  house  in  Sioux  City,  and  were  not  ready  there 
in  any  way,  I  concluded  that  we  would  be  tenants.  So  Swift  &  Co. 
have  signed  a  lease  for  this  packing  house,  and  they  pay  them  so 
much  rent  per  year,  but  we  are  tenants  at  will.  We  have  to  vacate  on 
60  days'  notice,  ajid  unless  we  had  known  we  could  vacate  and  could 

five  it  up  in  two  or  three  years,  we  never  >yould  have  gone  there, 
ecause  it  is  too  small  and  it  is  impracticable,  but  we  did  this  in  order 
to  help  the  Sioux  City  market  and  to  help  the  Stock  Yards  Co. 
out  of  their  investment. 

]  There  is  another  story  about  Sioux  City,  that  a  packer  by  the 
name  of  Statter  could  not  get  a  sidetrack,  or  could  not  get  an  alley, 
or  something.  T  do  not  know  what  the  story  is  based  on.  I  see  that 
Statter  turned  his  plant  over  to  another  company  called  the  Midland 
Packing  Co.,  and  they  are  building  a  new  packing  house,  and  they  arc 
getting  all  the  facilities  they  asked  for,  as  much  as  any  other  packer 
got  and  they  are  perfectly  satisfied. 

One  of  the  charges  in  the  Federal  Trade  Commission  report  is, 
that  the  packers  have  been  selling  compound  lard  at  a  fixed  price  for 
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all  of  these  five  packers.  It  devotes  several  pages  to  that  That  oalj 
refers  to  what  happened  during  the  war  period,  and  instead  of  ae- 
cusing  us  of  violating  the  law  or  somethinjg,  they  could  have  found 
out  very  well  from  the  Food  Administration  that  this  was  part  of 
the  Food  Administration's  instructions. 

The  large  packers  all  had  to  sell  their  compound  lard  at  a  regu- 
lar price,  ana  the  'small  packers  did,  too.  And,  explaining  why  the 
packers  are  in  the  compound  lard  business,  I  will  say  thict  years  ago 
when  compound  lard,  which  is  a  substitute  for  pure  lard,  was  first 
made,  it  used  to  be  composed  of  about  25  per  cent  of  beef  suet.  At 
tJ^at  time  no  one  knew  how  to  make  this  compound  lard  without  beef 
suet.  So,  having  about  25  per  cent  of  beef  suet,  and  beef  suet  that 
had  to  go  into  compound  lard,  the  oidy  thing  for  us  to  do  was  to  go 
and  buy  the  75  per  cent  of  cotton  oil  and  make  compound  lard. 
Since  then  the  inaustry  has  been  changed  somewhat,  and  you  do  not 
have  to  put  in  so  much  beef  suet,  and  some  people  make  it  with- 
out any  beef  suet,  but  the  packers,  having  had  their  compound-lard 
plants,  still  make  the  compound  lard,  and  it  seems  to  me  tnat  there  ia 
no  one  better  prepared  to  make  it  and  distribute  it  than  they  are,  and 
they  are  not  monopolizing  anything..  That  is  a  competitor  to  lanL 
Of  course,  the  packers  try  to  sell  lard.  If  people  do  not  want  to  bu^ 
the  lard,^  they  can  sell  the  lard  compound,  it  seems  to  me  that  la 
competition  between  the  lard  compound  and  the  lard.  The  packers 
do  not  control  the  making  of  the  compoimd.  There  are  other  people 
in  the  business  just  as  large  as  the  packers  are,  and  they^  are  a  very 
large  item,  people  like  Procter  &  Gamble,  and  the  American  Cotton 
Oil  Co. ;  they  all  make  compound  lard. 

There  is  one  other  thing.  It  has  been  stated  in  this  agitation  and 
investigation,  that  the  five  large  packers  own  hotel  stock — own  stock 
and  bonds  in  a  Washin^on  hotel.  Now,  that  is  not  a  fair  inference. 
Among  the  list  of  thmgs  owned  or  controlled  by  the  five  larn 
packers  is  stock  in  a  Washington  hotel.  The  inference  is  that  Si 
five  large  packers  own  some  stock  in  the  Washington  hoteL  Tha 
truth  is  that  Mr.  Armour  chooses  to  make  a  private  investment.  I 
understand  he  is  a  shareholder  in  the  Washington  hoteL  Why  m* 
volve  the  other  four  packers  and  insinuate  tnat  they  have  hotel 
stock?  Swift  &  Co.  have  no  stock  in  any  Washington  hotds,  and 
we  have  no  stock  in  any  New  York  hotels. 

Mr.  Hamilton.  Which  Washington  hotel) 

Mr.  Swift.  It  has  been  publicly  stated  that  he  was  a  stockholder. 
I  did  not  know  it  before;  but  I,  perhaps,  assume  he  is. 

Mr.  Montague.  Is  the  company  the  stockholder,  or  Mr.  Armour 
himself? 

Mr.  Swift.  I  could  not  say.  All  I  can  say  is  that  I  do  not  think 
that  any  other  packer  has  any  stock  in  a  hotel  in  Washington  or  in 
New  York  either,  and  it  is  not  fair  to  convey  the  inference  that  all 
five  of  them  are  going  into  the  hotel  business.  That  is  along  tibe 
same  line  that  I  spoke  of:  If  one  man  falls  into  a  mud  puddle,  thej 
want  to  say  all  five  are  in  the  same  mud  puddle.  I  do  not  think  that 
is  quite  fair  or  ixuisonable.  We  have  been  asked  to  be  stockholders 
in  hotels  in  Washington,  in  Baltimoi*o,  and  in  a  great  many  other 
(•itii\s,  and  wc  have  refused. 

We  have  had  comniittes  come  to  us.  I  could  not  tell  you  how 
many  or  how  often,  about  wanting  us  to  help  them  with  local  stock- 
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jards.  They  have  come  from  Roanoke,  Va.,  from  Montgomery,  Ala., 
mnd  I  do  not  know  from  where  else.  They  say :  "  Now,  you  are  the 
only  folks  that  can  help  us,  and  you  can  so  down  there  and  make  an 
outlet  for  our  live  stock,"  and  we  have  refused.  Of  course,  there  ai-e 
sonie  places  that  are  too  small  to  ever  make  a  success  of  stockyards 
or  packing  houses,  and  there  are  certain  places  that  are  not  too  small. 
If  you  do  not  help  them  to  make  an  outlet  for  their  live  stock,  they 
do  not  like  it  ana  if  you  do  help  them  there  is  somebody  else  that 
does  not  like  it,  and  so  I  do  not  know  what  to  do.     [Laughter.] 

The  State  live-stock  commissioner,  out  in  California,  is  mad  at 
me,  because  I  will  not  help  them  out  with  a  stockyard,  and,  if  I 
do  it,  somebody  else  will  be  mad  at  me  for  doing  it,  so  I  did  not 
know  what  I  will  do.  The  best  thing,  I  think,  will  be  to  sit  still 
and  do  nothing. 

The  Chairman.  Let  well  enough  alone? 

Mr.  Swift.  I  think  I  am  through. 

Mr.  EscH.  You  spoke  about  refrigerator  cars.  I  think  the  com- 
mittee would  like  to  hear  your  views  on  refrigerator  cars. 

Mr.  Swift.  Swift  &  Co.  own  about  7,000  refrigerator  cars.  We 
should  own  more;  we  are  about  20  per  cent  short,  to  accommodate 
our  business.  Financially,  I  wish  we  had  never  seen  them ;  they 
have  not  been  a  profitable  investment.  There  is  a  loss  in  the  oper- 
tition  of  them,  but  they  are  a  facility  that  you  have  to  have  to  a 
certain  extent  in  connection  with  your  business.  Now,  there  is  a 
class  of  small  packing  houses — I  think  I  could  name  you  15  or  20 
people  of  the  small  packers — ^they  have  their  own  refrigerator  cars 
to  a  large  extent,  and  there  is  no  reason  why  packers  of  any  size 
should  not  have  refrigerator  cars  if  they  want  them.  They  might 
just  as  well  buy  a  refrigerator  car  as  to  buy^  a  packing  house;  and,  if 
they  have  one  packing  house,  they  might  just  as  well  buy  1  car  to 
go  with  it  or  10  cars,  or  100  cars. 

The  small  packer's  meat  is  put  on  the  same  train,  put  upon  a 
regular  beef  train;  they  all  make  the  same  time  in  transit,  and  they 
are  at  no  disadvantage  whatever,  and  there  is  no  reason  why  th^y 
should  not  build  as  many  cars  as  they  need.  In  addition  to  this,  a 
railroad  has  a  good  many  refrigerator  cars.  Some  of  them  are  meat 
cars  and  some  of  them  are  provision  cars,  and  any  small  packer  can 
have  pretty  fair  success  in  getting  his  cars  from  the  railroad  com- 
pany, but  there  is  no  use  denying  that  there  is  a  shortage  of  re- 
frigerator cars;  large  and  small  packers  have  troubte  getting  what 
they  need. 

Mr.  Barkiky.  Would  you  have  gone  into  the  business  of  building 
refrigerator  cars  if  the  railroads  had  had  enough  to  supply  you  ? 

Mr.  SwtPT.  The  packers  originated  the  refrigerator  car  and  were 
compelled  to  build  them  because  the  railroads  refused  to  furnish 
them.  We  can  get  some  refrigerator  cars  from  the  railroad,  but  we 
do  not  like  the  car.  It  is  usually  dirty,  and  they  would  not  wash  it, 
rhej^  would  not  clean  it,  they  would  not  scrub  it  out;  we  got  tired 
of  it.  Every  time  we  would  scrub  one  out  and  get  it  clean,  and  get 
it  back  from  the  road,  somebody  else  would  get  the  clean  car  and 
we  would  get  another  dirty  one  to  scrub  out,  and  we  never  got  any- 
where either  wav,  and  for  that  reason,  I  say,  for  sanitary  I'easons  and 
a  good  many  other  reasons,  we  had  to  operate  our  ownVars. 
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Mr.  Barkley.  If  you  could  get  the  same  service  in  refri^rator 
cars  from  somebody  else  as  by  having  your  own  cars,  would  you 
rather  have  someone  else  own  them,  or  would  you  rather  own  them 
yourself? 

Mr.  Swift.  You  can  not  get  the  same  service.  What  is  everybody's 
business  is  nobody's  busines.s. 

Mr.  Barkley.  Suppose  that  they  should  furnish  you  as  many 
cars  as  you  wanted,  and  as  clean  cars  as  you  wanted  ? 

Mr.  Swift.  That  would  be  all  right,  but  I  have  a  better  solution 
than  that,  in  my  opinion.  If  they  would  let  the  present  conditions 
exist,  let  Swift  &  Co.  own  their  7,000  cars  and  let  the  Government  or 
the  railroads  go  and  build  5,000  cars,  or  whatever  number  is  needed, 
to  supply  the  demand,  to  make  it  100  per  cent  supply  for  100  per 
cent  demand,  and  let  those  small  packers  use  those  cars  and  let  the 
small  packers  and  large  packers  use  them  jointly.  That  is  the  thin^ 
to  do.  If  you  have  got  80  per  cent  of  the  refrigerator  cars  you  need 
in  the  United  States,  and  are  urged  to  shuf&e  them  all  up  and  mix 
them  all  up  and  upset  everything,  it  is  better  to  build  what  is  required 
and  put  them  in  the  service,  and  then  you  are  not  upsetting  anything. 

Mr.  Coady.  Does  your  ownership  of  the  cars  enable  you  to  give 
better  service  than  the  i^mall  packers,  or  are  your  cai*s  prorated? 

Mr.  Swift.  If  we  were  short  of  cars  we  would  ask  the  railroad 
to  give  us  some  and  the  .^mall  packer  would  ask  the  railroad.  I  think 
they  are  trying  to  take  care  of  the  small  packer  first.  I  know  if  I 
was  in  the  railroad's  position,  and  I  had  a  small  packer,  and  he  said, 
"I  want  1  caiV  and  a  large  packer  told  me  "I  want  10  cars,'*  I 
would  give  the  man  the  1  car  first,  and  I  think  he  is  entitled  to  that. 

The  Ciiaiijmax.  Let  us  proceed  in  the  regular  order.  Mr.  Esch^ 
do  you  wish  to  ask  any  questions? 

Mr.  Escii.  I  do  not  care  to  ask  any. 

The  Chairman.  Mr.  Sanders,  do  you  wish  to  ask  any  questions! 

Mr.  Sanders.  There  has  been  a  great  deal  of  discussion  going  on 
in  the  committee  and  in  the  public  press  of  antagonism  between  the 
packer  and  producer  of  meats  on  the  farm.  Your  capital  is  in- 
vested in  appliances  to  convert  the  farmers'  beef  and  hog  into  food- 
stuffs for  the  consumer,  is  it  not? 

Mr.  Swift.  Yes,  sir;  and  merchandise. 

Mr.  Sanders.  I  am  looking  at  it  purely  from  the  packers'  stand- 
point. If  there  were  no  cattle  or  hogs  produced  in  America  would 
that  seriously  unpair  your  packing  plants? 

Mr.  SwitTT.  We  would  be  bankrupt. 

Mr.  Sanders.  While  it  is  human  nature  for  you  to  desire  to  buy 
your  hogs  and  cattle  as  cheap  as  possible,  is  there  not  a  limit  to 
that  in  your  own  calculations? 

Mr.  Swift.  Yes,  sir. 

Mr.  Sanders.  In  other  words,  can  you  afford — and  I  am  looking 
at  it  now  from  a  broad  aspect — can  you  afford  to  pay  a  price  to  the 
producer  that  in  the  long  run  will  dxive  him  out  of  Dusinefis! 

Mr.  Swift.  That  would  not  be  practical;  it  would  not  be  advia- 

able. 

Mr.  Sanders.  Would  it  be  to  your  interest  from  a  selfish  stand- 
point? 

Mr.  Swirr.  It  would  not 
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'  Air.  Sanders.  Mr.  Sfephens  asked  Mr.  Armour  a  tjiegfeiofi '  tlfe 
other  day  about  whethjBr  it  was  practicable  to  guarantee  to  the 
producer  of  beef  and  hogs  a  fair  profit  on  what,  he  mttkes,  and'jthe 
chought  came  to  me  in  that  connection  lis  it  any  more  practicable  to 
guarantee  to  the  producer  of  hogs  and  cattle  a  fair  margiii  of  pr<$6)t 
-than  it  is  to  guarantee  to  the  cotton  planter. or  the  sugar  planter 
lor  the  wheat  grower  or  tlie  corn  producer?  Urns  not  every,  man i\Mfco 
undertakes  to  raise  anything  on  his  vf arm  ihaTe  mote  ion  kss  to^aife 
a  chance  on  the  price  he  gets  for  it?  >  t  '.  '  ,  ':]:'.   :::i\  o;; 

Mr.  SwtFT.  I  should  think  it'was.ab6a(  the  same  thi;agi;;:i'  ;-:i  o'  rfjr 

Mr.  Sanders.  Your  contention  is,  as  I  understand  it,-  that  what 
you  pay  for  your  cattle  and  hogs  is  governed  absolutely: /by  t^e  la.<0(r 
of  supply  .and  demand?  .  j  .^^    :  /     o/uj 

Mr.  Swift.  Yes,  sir.  .v'  -'.■.■  ■•■  </  >/'  ^-..'vrrri 

Mr:  Sanders!: And' likewise  vou  make' the.  same  oontentibn/SEl^  to 
:what  you  sell  ?  '.  '    .  ''.   '      .    .!>/ 

Mr.  Swift.  Yes.  -         ')  ■         ''•■'■':'*.':  [-.-.[...oj 

'Mr.  SAtJNDERS.  Is  it  possible — ^and  I  ask  this  for  my  own  informa- 
tion, to  get  your  viewpoint  of  it— rirrespective  of  ..whether  or  m* 
there  is  a  combination  existing  between  the  packers  to  fix  the  price 
of  stock  on  the  hoof,  is  it  practicable  foi*  you  to  do  that;  have  yirii 
got  power  if  you  wanted  to?  •        ;         .     '     !. 

Mr.  Swift.  Do  I  understand  your  question  to  be,  Have  the  five 
large  packers  power  to  regulate  the  price  that  they  pay  for  the 
product? 

Mr.  Sanders.  Yes,  sir. 

Mr.  Sw^iFT.  They  have  not.' 

Mr.  Sanders.  If,  taking  your  figufeis  as  a  basis,  you  buy,  say  33i 
per  cent  of  what  is  offered  in  the  stockyards — ^that  is,  :3^  of  the 
whole  United  States — ^that  is  a  great  deial  more  than  33^. of  whiat  is 
offered  in  the  stockyards? 

Mr.  Swift.  It  comes  to  more  in  numbers. 

Mr.  Sanders.  Because  the  local  cattle,  33  per  centj  have  to  be  de- 
ducted from  that.  You  have  stated  that  about  40  per  cent  is  killed 
locally  by  butchers  and  on  the  farms  and  ranches,  40  per  cent  of  tha 
^entire  production. 

Mr.  DwrpT.  Yes,  sir. 

Mr.  Sanders.  And  that  the  remainder  is  taken  by  the  five  large 
packers  and  the  small  packers! 

Mr.  Swift.  Yes,  sir. 

Mr.  Sanders.  Therefore  you  take  from  that  figure  about  46  per 
cent  of  the  cattle,  the  five  large  packers,  the  total  of  what  is  offered 
lit  the  stock  yards,  do  jou  not  ? 

Mr.  Swot*.  I  think  it  will  figure  out  that  way; 

Mr.  Sanders.  If  you  five  large  packers  are  the  buyers  of  45  per 
cent  of  what  is  offered  in  the  stockyards,  does  not  the  very  !{orce  and 
power  of  that  amount  of  buying  enable  you  to  indicate  the  price  t 
'  Mr.  Swift.  It  has  its  influence,  but  if  we  should  try  to  unduly  de- 
press the  price  other  people,  the  medium  and  small  packers,  would 
immediately  increase  tneir  business  and  ours  would  be  decreased. 
'>  Mr.  Sanders.  Now,  the  other  packers  can  not  increase  their  busi- 
ness unless  thev  firat  increase  their  facilities  to  do  business.  Is  not 
tnat  a  fact,  a  plant,  for  instance,  like  that  one  you  were  talking  about 
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m  Sioux  Citjr«  where  he  has  a  plant  sufficient  to  take  care  of  100 
^settle  and  100  head  of  hogs.    That  is  his  buy,  is  it  not  t 

Mr.  SwifT,  Yes,  sir. 

Mr.  SANnnts.  And  before  he  could  buy  much  more  than  that,  does 
lie  not  of  necessity  haye  to  increase  his  plant! 

Mr.  Swift.  There  are  a  neat  many  medium  and  small-sizediMck- 
ers  throughout  the  United  Statea  In  fact,  all  that  are  in  the  United 
States  are  not  running  at  100  per  cent  capacity.  Some  of  them 
are  running  at  60  or  60  per  cent  capacity,  in  fact  in  normal  times 
there  is  hardly  any  packing  h<Niae  that  runs  over  60  or  60  per  cent 
capacity,  l>ecuiii$e  you  (*an  not  kill  every  day  in  the  week.  You  have 
to  ddpa  day  here  and  there.  When  tiiere  is  an  incentive  for  these 
other  people  to  increase  their  volume,  then  they  could  veiy  esoly 
increase  it  very  materially. 

Mr.  Sahdbss.  Do  you  think  if  you  controlled  the  buying— «nd 
when  I  say  ^  you  '^  I  am  talking  about  the  five  big  packen— ^o  you 
control  the  buying  of  40  per  cent 

Mr.  Swift,  l  would  like  you  not  to  put  it  that  way.  I  do  not  like 
to  answer  for  the  five  as  a  class. 

Mr.  Sakdxbs.  Tour  own  figures  have  stated  that  the  five  big 
big  packers  did  buy  about  40  per  cent  of  what  was  offered  on  the 
stockvards,  so  I  am  usinff  your  fibres.  If  that  should  be  an  organ- 
ized buy,  is  it  not  more  liable  to  indicate  fixed  prices  than  a  66  per 
cent  unorganized  buy! 

Mr.  Swift.  Tou  leave  out  the  point  of  competition. 

Mr.  Samdsrs.  I  am  assuming,  for  the  sake  of  the  question  I  am 
asking— I  am  not  stating  it  as  a  fact,  but  I  am  assuming  it  for  the 
sake  of  the  question  I  am  asking— that  there  is  no  competition  be- 
tween the  buy  between  you  five  sentlemen. 

Mr.  Swirr.  I  can  not  take  that  assnmpti<«,  because  if  Swift  A 
Co.  did  not  buy  an  animal  for  a  whole  week  it  would  make  no  difllir- 
ence;  other  people  would  buy  them  and  be  fiflad  of  it. 

Mr.  Sanorrh.  Your  (contention  is  that  there  is  a  bigger  capacity 
for  the  slntighter  iiiul  packinfr  of  the  daily  offering  than  there  is  « 
dailv  offer? 

>fr.  Swii-T.  Tliere  Ls  enough  slack — I  call  it  slack — in  the  capacity, 
to  miike  up  for  any  one  interest  that  chooses  to  try  to  bu^r  the  product 
below  the  markets  or  to  drop  out  of  the  market.  I  will  repeat,  if 
Su  ift  &  Co.  should  not  buy  an  animal  for  a  week,  it  would  not  make 
any  difference,  and  the  supply  in  the  niarkets'would  be  readily  sold 
at  the  market  price. 

Mr.  Sai^ofjka.  liot  us  ctLvry  Swift  A  Co.  not  buying  for  a  week 
one  step  further,  and  let  us  sav  that  the  five  big  packers  would  not 
buv  for  a  week:  would  that  affect  the  price? 

Mr.  SwiKT.  That  can  onlv  he  done  bv  a  eombination^  which  woiild 

be  illefml. 

Mr.  Sandrkh.  I  understand  that,  but  lots  of  things  are  done 
against  the  law.  There  is  a  law  against  murder,  but  now  and  then 
M>mel)ody  is  killed. 

Mr.  Swtrr.  But  not  by  me.     [Laughter.] 

Mr.  Sandrbs.  I^t  us  assume  that  you  do  not  buy  for  a  week,  would 
not  that  affect  the  price  of  beef?  *  Let  ns  assume  that  the  five  do 
not  buy  for  n  week,  would  that  affect  the  price? 
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Mr.  Swift.  Let  us  assume  a  man  cuts  off  both  his  hands.  What 
•does  he  want  to  do  that  forf 

Mr.  Sandebs.  Not  at  all. 

Mr.  Swift.  You  have  to  ke^  your  capacity;  you  have  to  keep 
^ing,  or  you  are  down  and  out. 

Mr.  Sanders.  But  you  have  already  assumed  that  you  would  not 
buy  any  cattle  for  a  week. 

Mr.  Swift.  I  said  if  we  did  not. 

Mr.  Sakdebs.  All  right.  I  have  a  fair  vight  to  :go  one  step  fur- 
ther in  an  honest  endeavor  to  get  the  facts,  and  ask  you,  let  us  say,  if 
'the  other  four  big  packei's  would  do  what  you  would  do,  would  that 
affect  ^e  market  i 

Mr.  SwiET.  Yes ;  ^ou  have  got  the  fact  that  tiusse  big  packers  are 
increasing  their  business  all  the  time.  There  has  been  no  let-up,  no 
slackening  on  their  part. 

Mr.  Sanders.  I  understand  that,  but  you  have  just  stated  that  if 
Swift  &  Co.  did  not  buy  any  cattle  or  hogs  for  a  week,  that  that 
'would  not  affect  the  price  of  cattle  at  all.  I  aereed  with  you.  And 
then  I  say  if  the  other  four  big  packers  womd  do  the  same  thing 
that  you  do,  would  not  buy  for  a  week,  would  that  affect  the  the 
price  of  cattle? 

Mr.  Swift.  Well,  I  can  not  imagine  such  a  thing. 

Mr.  Sanders.  Neither  can  I,  but  I  can  not  imagine  you  not  buying 
for  a  week,  and  yet  you  said  you  might  not. 

Mr.  Swift.  That  would  be  legally  inspected;  tiiey  would  be  ar- 
Tested  before  the  next  morning.    That  shows  a  compination. 

Mr.  Sanders.  There  is  no  law  in  this  land  that  will  force  you  to 
buy  cattle  for  a  week. 

Mr.  Swift.  There  is  a  law  against  us  combining  with  others  to  stay 
out  of  the  market. 

Mr.  Sanders.  Certainly.  I  again  ask  you  if  the  five  big  packers 
<do  the  same  thing  by  coincidence  or  by  accident,  not  by  design,  and 
none  of  you  would  buv  anything  for  a  week,  would  that  affect  the 
price  of  cattle  or  hogs  i 

Mr.  Swirr.  Naturally,  it  would. 

Mr.  Sanders.  Why,  of  course  it  would,  and  that  is  all  I  wanted 
you  to  say.  I  do  not  want  to  say  you  are  going  to  do  it,  but  it  would 
affe(*t  the  price. 

Mr.  Swift.  Naturally. 

Mr.  SANDsars.  Now,  if  the  fact  of  your  not  ^oing  into  the  market 
for  a  week  would  affect  the  price  of  cattle,  is  it  not  a  fair  inference 
that  when  you  ^o  in  with  tnis  aflirmative  buying  power  of  45  per 
cent  of  the  offering  of  the  stockyards,  that  that  in  itself  affects  prices 
advantageously,  let  us  put  it,  to  you  or  to  the  producei'? 

Mr.  Swift.  Yes,  sir. 

Mr.  Sanders.  If  you  can  affect  the  price  to  the  producer  advan- 
'tageously  by  using  your  power  to  buy,  if  you  felt  so  disposed — and  I 
'do  not  say  that  ^ou  do,  and  I  do  not  say  that  the  five  do — can  you 
not  affiect  the  price  to  the  producer  disadvantageously? 

Mr.  Swift.  jBy  not  buying,  you  mean? 

Mr.  Sanders.  Either  by  not  buying  or  by  paying  a  price  lower 
than  what  ought  to  be  paid  ? 

'Mr.  Swift.  Well,  in  the  first  place,. going  into  the  market  to  buy, 
that  is  my  bread  and  butter;  we  make  our  dividends  by  the  volume 
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of  the  business.  Now.  by  not  buying  I  can  not  make  any  money.  1 
can  not  make  any  money  on  the  business  that  I  do  not  do.  1  have 
got  to  do  the  business,  and  I  have  got  to  pay  money  enough  to  get  the 
raw  material,  the  live  stock.    That  is  necessary. 

Mr.  Sanders.  And  it  also  follows  that  as  a  eood  business  man  vom 
want  to  buy  as  cheaply  as  possible,  does  it  notf 

Mr.  Swift  Naturally. 

Mr.  Sanders.  You  ao  not  want  to  pay  a  cent  or  a  fraction  of  a 
-cent  more  a  steer  than  you  have  to  pay,  and  you  engage  your  buyers, 
and  put  them  in  the  pens  to  buy  the  cattle  in  the  various  market^ 
upon  their  ability  to  get  the  best  margin  possible.    Is  not  that  truef 

Mr.  Swift.  Yes,  sir. 

Mr.  Sanders.  You  would  not  have  any  use  for  a  buyer  who  wouM 
pay  more  for  that  same  class  of  cattle  than  any  of  your  oompetitoi> 
would  pay,  would  you? 

Mr  SwiTT.  I  presume  we  have  to  use  such  buyers,  but  not  inten- 
tionally.   Plenty  of  them  do  that,  but  you  can  not  help  it. 

Mr.  Sanders.  As  a  matter  of  fact,  you  are  always  striving  to  get 
a  buyer  who  can  buy  as  cheaply  as  possible? 

Mr.  Swift.  Yes. 

Mr.  Sanders.  And  all  the  other  four  concerns  are  engaged  in  the 
.same  pursuit? 

Mr  Swift.  Sometimes  it  looks  as  if  they  paid  the  most  that  was 
possible. 

Mr.  Sanders.  In  the  ideal  situation,  there  ought  not  to  be  any 
antagonism  between  you,  the  packer,  and  Smiui,  the  grower  of 
cattle,  ought  there? 

Mr.  Swirr.  I  should  think  that  their  interests  were  mutual. 

Mr.  Sanders.  Your  interests  and  his  interests,  if  they  are  not. 
-ought  to  be  mutual  interests? 

Mr  Swift.  Yes,  sir. 

Mr.  Sanders.  Because,  whilst  he  might  exist  without  you,  you  can 
not  exist  without  him  ? 

Mr.  Swift.  We  must  work  together  to  work  to  our  best  advantafr^. 

Mr.  Sanders.  Why  is  it,  and  X  am  asking  for  my  information: 
•I  am  trying  to  seek  the  facts  in  the  case;  why  is  it  that  there  seenis 
to  be  a  feeling  amongst  the  producers  that  the  packers  are  their 
hereditarv  enemies? 

Mr.  Swift.  The  principal  thing  is  the  unfortunate  circumst«n«^ 
that  arose  about  the  marketing  ox  cattle  during  the  foot-and-moiith 
•disease.    Were  you  present  when  I  explained  that? 

Mr.  Sanders.  Yes,  sir. 

Mr.  SwiPT.  In  1914^  I  think  it  was.  Live  stock  had  been  reason- 
ably high  up  to  that  tune,  just  moderate,  and  everything  was  lovelv. 
'Thev  were  satisfied,  and  all  of  a  sudden  these  channels  of  tmue 
were  closed ;  we  could  buy  more  cattle  than  we  could  use  in  Chicagi\ 
Int  they  were  not  the  right  kind  of  cattle,  they  were  too  heavy  and 
too  fat,  and  evervthing  was  turned  upside  down  on  account  of  the 
foot-and-mouth  disease,  and  the  price  went  down,  and  the  producer 
became  dissatisfied,  and  I  can  not  blame  them;  it  was  unfortunate. 
They  lost  money,  and  I  told  them  at  the  time  that  I  regretted  it,  and 
that  was  the  beginning,  in  my  opinion,  of  the  whole  cQssatiafactkiu 
and,  in  my  opinion,  at  the  present  time  the  conditions  that  exkted 


<iaVEMrME]ST?  CONTROL  OF  MEAT-PACKING  HiTDTTSTBY.        833 

in  the  last  few  years  were  satisfactory  to  the  producer.  They  have 
no  favlt  to  find. 

Mr.  Sanders.  To  get  back  to  this  bill  for  just  one  minute,  can  you 
conceive  any  way  that  the  Government  ownership  of  stockyards,  for 
instance,  will  benefit  the  producer? 

Mr.  Swarr.  I  do  not  think  it  makes  much  difference  to  the  pro- 
ducer who  owns  the  stockyards  if  they  are  properly  conducted.  As 
to  who  the  stockholder  is  of  the  stockyards,  I  think  that  is  imma- 
terial.   It  is  a  question  of  efficiency. 

Mr.  Sanders.  It  is  a  question  of  quick  service  and  efficient  service, 
is  it  not? 

Mr.  Swift.  Yes,  sir. 
'    Mr.  Sanders.  In  that  same  connection,  would  it  benefit  the  pro- 
tlucer  or  the  consumer  for  you  to  be  forced  to  surrender  ownership 
of  your  refrigerating  cars  to  the  railroad  companies;  will  the  con- 
sumer get  better  and  cheaper  service? 

Mr.  Swift.  No,  sir;  there  is  no  improvement  there. 

Mr.  Sanders.  Are  you  the  only  private  concerns  in  America  that 
have  your  privately  owned  cars? 

Mr.  Swift.  Packers? 

Mr.  Sanders.  Yes. 

Mr.  SwTTT.  No,  sir. 

Mr.  Sanders.  Take  now,  for  instance,  out  of  New  Orleans  we  have 
ft  tremendous  fmit  trade.  A  fruit  company  owns  all  of  its  refrig- 
-erator  cars,  and  ships  out  of  New  Orleans  nearly  solid  trains  of 
bananas,  for  instance. 

Mr.  Swipp.  I  did  not  know  who  owns  those  cars. 

Mr.  Sanders.  The  United  Fruit  Co.  owns  these. 

Mr.  Swift.  But  the  brewers  havfe  their  own  cars,  and  the  oil 
people  have  their  own  cars,  and  different  people  have. 

Mr.  Sanders.  A  market  may  be  maintained  with  all  of  the  forms 
of  competition,  as  all  of  the  forms  of  republic  Rome  were  main- 
tained under  the  Caesars,  and  yet  there  be  no  competition.  For  in- 
stancej  take  the  sugar  exchange  in  New  Orleans.  All  of  the  forms 
of  competition  rule  down  there  for  the  purchase  of  Louisiana  sugar, 
but  there  is  but  one  purchaser,  the  American  Sugar  Refining  Co. 
So  you  would  not  call  any  competition  existing  in  that  market,  al- 
though all  the  forms  were  there  f 

Mr.  Swift.  I  am  not  familiar  with  the  New  Orleans  market. 

Mr.  Sanders.  But  I  imagine  that  if  all  of  the  forms  of  competi* 
tioft,  the  roUtitief,  tte  formula,  the  appearance  of  competition  was 
n^aintained  in  the  market,  and  there  is  but  one  buyer  for  the  product 
there,  you  would  not  think  there  was  any  competition,  would  you? 

Mr.  SwiFT^  You  are  citing  a  case  where  there  is  only  one  buyer? 

Mr.  Sanders.  Yes; 

Mr.^  Swift.  I  do  not  know  any  case  of  that  kind  in  the  packing 
tm^h^sB.  A4  ifar  a^  I  know,  there  is  a  large  number  of  buyers  at 
every  market. 

.'.  Jm*. 'SAm^iRs.' Let  lis  assiitme,  then,  that  in  the  stockyards  and 
packing  business  there  would  be  or  could  bei  but  one  buyer;  then 
there  would  be  no  competition? 

Mr.  Swift.  Nor  would  there  be  any  receipts,  either.  Nobody  will 
iship  to  a  market  where  there  is  only  one  buyer. 
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Mr.  SAKDERa  I  disagree  with  you  there  eatixelyj  because  we  ship  to 
New  Orleans  and  have  to  do  it,  and  know  there  is  but  one  buyer. 

Mr.  Swift.  That  is  for  sugarf 

Mr.  Sanders.  Yes. 

Mr.  Swift.  I  am  speaking  of  live  stock. 

Mr.  Sanders.  If  that  happens  in  one  industry,  why  should  it  not 
happen  in  another? 

Mr.  Swift.  I  am  not  familiar  with  ^igar  in  say  way. 

Mr.  Sanders.  My  proposition  is  this:  You  can  not  force  anyooe 
to  raise  hogs  and  stock,  can  you? 

Mr.  Swift.  No,  sir. 

Mr.  Sanders.  But  after  he  has  got  hogs  and  cattle  he  inay  be 
forced  to  sell  them,  and  if  he  can  not  get  a  satisfactory  price  for 
them  he  will  go  out  of  business.  Is  not  that  true?  Or  else  he  may 
stay  in  it  because  he  may  hope  for  better  results* 

Mr.  Swift.  I  suppose  so,  but  he  has  more  or  less  choice  about  when 
to  sell.  He  can  pick  out  the  market  that  he  likes  the  best,  and  he  can 
pick  out  the  time  within  a  month  of  when  he  likes  to  send  them  to 
the  market. 

Mr.  Sanders.  But  once  he  has  shipped  stock  to  the  stockyards  his 
option  ceases ;  he  has  got  to  sell  it  ? 

Mr.  Swift.  He  knows  before  he  loads  the  stock.  He  gets  a  tele- 
gram or  picks  up  the  paper  and  he  knows,  practically  spealdii^, 
what  he  is  going  to  ^t  for  his  stock.  He  gets  on  tJie  market  within 
48  hours,  and  he  is  just  as  apt  to  get  more  money  for  his  stock  than 
he  was  figuring  as  he  is  to  get  less;  so  he  practically  knows  what 
he  is  going  to  get,  in  a  way. 

Mr.  Sanders.  Is  not  he  forced  to  sell  his  stock  and  his  hogs  when 
they  shall  have  taken  on  the  flesh  he  can  ffive  them? 

Mr.  Swift.  He  has  a  choice  of  two  or  three  weeks. 

Mr.  Sanders.  And  when  he  gets  them  in  to  the  stockyards— -eco- 
nomically, I  am  speaking  of,  not  legally — ^he  is  forced  to  sell  tbemt 

Mr.  Swift.  Yes,  sir. 

Mr.  Sanders.  In  other  words  he  can  not  shift  from  market  to 
market  and  travel  all  over  the  United  States  with  his  cattle  f 

Mr.  Swift.  Certainly.  He  can  do  it  to  a  certain  extent.  If  he  is  in 
Sioux  City,  and  does  not  like  the  price,  he  can  go  to  (^naha,  but  there 
would  be  an  end  to  that,  of  course,  after  awhite^ 

Mr.  Sanders.  When  he  gets  to  Sioux  City  and  does  eet  like'  that 
market,  he  goes  to  Kansas  City,  if  he  wanted  to  take  that  long  a  trip, 
and  when  he  gets  to  Kansas  City  and  does  not  like  that,  he  goes  to 
Chicago,  does  he  not  meet  practically  the  same  buyer,  so  far  as  the 
five  big  packers  are  concerned,  at  all  jplaces? 

Mr.  Swift.  The  conditicMis  are  dinerent  everv  different  day* 

Mr.  Sanders.  But  he  meets  the  five  big  packets  in  all  of  tliose 
nnarkets,  does  he  not? 

Mr.  Swut.  He  meets  those  5,  and  15  or  60  more.  Theos  are  kte  of 
other  buyers  besides  the  5. 

Mr.  Sandsbs.  But  he  meets  those  five,  and  those  Awe  bid  on  akoai 
4&  per  cent  of  the  offering  on  the  market? 

Mr.  Swirr.  Something  like  that. 


OOVKBNMJBmr  OOimcOL  of  MBAT-PACTUNQ  IUDtraRCEY.        SB& 

Mr.  Sanders.  I  think  that  is  all. 

The  Chairman.  Mr.  Stiness,  do  you  wish  to  ask  any  questions? 

Mr.  Stiness.  I  do  not  care  to  ask  any. 

The  Chairman.  Mr.  Sweet  ? 

Mr.  Sweet.  Swift  &  Co.  is  a  corporation  ? 

Mr.  Swirr.  Yes,  sir. 

Mr.  Sweet.  When  were  you  incorporated,  or  about  when? 

Mr.  SwiPT.  1884. 

Mr.  Sweet.  What  is  your  authorized  capital  stock? 

Mr.  Swirr.  $150,000,000. 

Mr.  Sweet.  And  how  much  of  that  is  preferred  stock? 

Mr.  Swift.  That  is  all  the  same  kind. 

Mr.  Sweet.  All  of  common  stock,  then? 

Mr.  SwifT.  It  is  all  the  same  kind;  I  do  not  know  whether  it  i* 
common. 

Mr.  Sweet.  How  many  stockholders  have  you  ?     • 

Mr.  Swift.  Twenty-five  thousand. 

Mr.  Swisrr.  And  how  many  shares  of  stock  do  the  Swift  Bro/s 
own  in  this  corporation  ? 

Mr.  Swift.  Do  you  mean  the  Swift  family?     The  sisters  and 
mothers  and  all  ? 

Mr.  Sweet.  Yes ;  the  Swift  family,  I  will  put  it. 

Mr.  Swift.  I  could  not  tell  vou  that. 

Mr.  Sweet.  What  portion  oi  the  stock  does  the  Swift  family  own? 

Mr.  Swift.  I  could  not  tell  that  and  be  correct;  I  could  only  guess 
at  it. 

Mr.  Sweet.  Do  the  members  of  the  Swift  family  own  a  controlling 
interest  in  the  corporation? 

Mr.  Swift.  A  majority  ? 

Mr.  Sweet.  A  majority  of  the  stock. 

Mr.  Swift.  They  do  not. 
^  Mr.  Sweet.  What  is  your  net  capital  investment  at  the  present 
time? 

Mr.  Swift.  The  net  capital  investment  [referring  to  pamphlet]  ? 

Mr.  Sweet.  I  see  you  have  a  statement  there.  Does  it  show  th» 
net  capital  investment  of  the  company  ? 

Mr.  Swift.  Yes. 

Mr.  Sweet.  You  may  put  that  in  as  a  part  of  the  hearing. 

Mr.  SwiT7.  This  is  tne  form  of  Swift  &  Co.'s  financial  statement, 
and  I  would  like  to  hand  each  member  of  the  committee  one  of  them. 

The  Chairman.  You  can  put  it  all  in  your  hearing. 

Mr.  Swift.* I  will  have  them  handed  around. 

(The  statement  is  as  follows:) 

KXCRBFTS  FROM  ADDRESS  OF  Mr.   lArUia  F.   SwiFT,  PRESIDENT  OF  SwiFT  &  CO.,  AT 

Fifty-fourth   Annual  MEtrriNo   of   SHAiucnoLDERs,   Chicago,   January  9^ 
1919. 

The  past  year  has  been  one  of  unparalleled  prosperity  for  the  live-stock 
producer.  Not  only  have  the  live-stock  receipts  at  the  great  central  markets 
increased  fully  20  per  cent  without  depleting  the  total  supply  of  live  animals, 
bat  they  have  been  sold  at  prices  unequaled  in  the  history  of  the  business, 
prices  averaging  25  per  cent  more  than  the  already  high  prices  of  1917,  as 
iUnstrated  below. 
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Average  price  per  hundredweight  paid  by  Swift  d  Co, 


Cattle 

HoRs 

Sheep  and  lambs. 


13  months 

ended 

&ept.29, 

1917. 


8.66 
12.  R9 
12.79 


12  months 

ended 

Nov.  2, 

1918. 


10.81 
17.12 
15.65 


PercMit 
IncmM 
InooKt. 


2S 
S3 
23 


The  effect  of  these  higrh  prices  is  shown  by  our  payments  of  $682,000,000  to 
live-stock  raisers  during  1918,  an  increase  over  3917  of  $227,000,000. 

Swift  &  Co.  have  no  agreement  or  understanding  with  competitors  and  are  in 
keen  and  open  competition  with  every  other  packer — ^both  in  buylnp:  and  sellinK. 

All  live-stock  markets  are  open  to  the  public  for  buying  and  selling  on  equal 
terms. 

The  margin  of  profit  in  the  meat  departments  was  2.04  per  cent  on  tlie 
turnover,  being  approximately  one-half  cent  per  pound,  before  paying  taxes  or 
interest  on  borrowed  money  (this  is  the  United  States  Food  Adminlstratton 
basis  of  computation ) . 

• 'We  consider  it  a  tribute  to  the  efficiency  of  Swift  &  Co.  that  this  iMat 
business  could  be  operated  and  maintained  on  so  slight  a  margin  of  profit. 
I  In.  no  other  large  Industry  Is  business  done  on  a  smaller  margin  of  profit. 
'  Distributive  sales,  domestic  and  foreign,  were  over  $1,200,000,000. 

Cash  dividends  of  $9»000.000  were  paid  during  the  year.  The  balance  of  net 
earnings,  $12,157,277.  remains  invested  in  the  business  for  the  improvement  of 
facilities  and  to  assist  in  financing  inventories  at  higher  price.  The  assets  of 
3wift  &  Co.  do  not  include  any  sum  for  good  will. 

^.  Tj.  F.  Swift,  Presiffvni. 

•' Chicago,  III.,  January  P,  19J9. 

Swift  rf  Co.  balance  sheet,  Nov.  2,  19 f 8. 

ASSKTS. 

Cash - $12, 075,  TiftT  12 

Accounts  receivable 105, 091.  4412.  W? 

Inventory—^ 179.060.614.14 

Stocks  and  l)onds . * S9, 206. 452.  OS 

Real  estate  and  improvements 79, 247. 567.  OS 

415,375.6S9.81 
Chpital   stock   in   treasury    (352,744   shares   out   of  1.500.000 

issued) 35. 689.302.  OS 

451,063,081.84 

LIABILITIES. 

Capital   stock 150. 000. 000.  <li> 

Surplus 84.  .'S75. 178.99 

General  resen-es L 6. 717.6TR.  »> 

Reserves  for  Federal  and  foreign  taxes •  16,  5(K>.  UOrt.  iw 

First  mortgage  5  per  cent  bonds — 

l8sue<l $33,370,000 

Less,  redeemed 2.  444. 000 

30. 926. 000.  Ort 

Bills  payable 120.  .'»77. 7JC».  <»> 

Accounts  payable i 41. 250. 99C».  72 

Accrued  bond  interest 515,433.33 


451, 063.  0«1.  M 

We  have  examineil  the  acj'ounts  and  records  of  Swift  k  Co.  for  fho  13- 
monfh  period  ending  November  2,  1018,  anil  hereby  «*ertlfy  that  the  aUnf* 
hnlnnre  sheet  and  following  profit  and  loss  account  and  surplus  acrmint  are 
in  aci*on1ance  therewith  and  are  drawn  up  to  correctly  exhibit  the  position  of 
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tlie  ^eotnpany  as  at  November  2,  1918,  and  the  result  of  the  operations  for  tbe 
iS-month  i)erlod. 

-The  profits  and  other  data  submitted  in  the  profit  and  loss  account  covering: 
the  business  done,  coming  within  the  regulations  of  the  United  States  Food 
Administration,  have  been  verified  by  us. 

Abthttb  YotJNO  &  Co., 
Certified  Public  Accountants. 
Chicago,  January  4, 1919, 

NUMMARY  OF  PROFITS  FOB  FISCAL  YEAR,  NOV.   3,  1017,  TO  NOV.  2,   1918    (FIRST  YEABT 
UNDER  REGULATIONS  OF  UNITED  STATES  FOOD  ADMINISTRATION ),   1 2   MONTHS. 

Business  under  regulations  of  United  States  Food  Administration  being  the 
manufacture  and  sale  of  products  from  the  slaughter  of  cattle,  calves,  sheePr 
and  hogs  (the  earnings  from  this  business  were  limited  by  the  regiilatlon  to* 
9  per  cent  on  the  capital  employed  and  not  to  exceed  2^  per  cent  of  the  sales) : 

Earnings $18, 786, 696. 26 

Capital   employed $248,  214, 189. 26:^ 

Per  cent  of  earnings  to  capital  employed 7.57 

Sales 1-^ ?922, 726,  756 

Per  cent  of  earnings  to  sales —  2-04 

••  sNoTE. — ^There  should  be  deducted  from  the  above  earnings  a  portion  of  In- 
terest on  borrowed  money  and  other  charges,  and  reserve  for  Federal  taxea^ 
approximating  $9,000,000,  leaving  net  earnings  from  this  business  $9,800,000. 

Other  business: 

Earnings  from  departments  and  investmehts—.L- $28,723,098.16 

ISamii^fes  fi*om  foreign  investments ^.l, i^ -—      4,221, 478. '94 

,  46,  731, 268.,36r 

Less  interest  on  borrowed  money  and  other  charges—l —    13,745,826.20 

32, 985, 442. 1&. 
Less  reserve  for  Federal  and  foreign. taxes 11, 828, 164. 7z 


l^et  earnings  for  year  (ilJi/16  per  cent  on  average  capital  and 
surplus 21, 157, 277. 4<1 

s     ,.  ■  --:-- 

iptrNt^n^s  paid— x— •^^..x-;--u:-^ : . ,_*.      9, 000, 000.00 

TJran^erred,  to  murplua — 1— -,^. — ^— !--,.-. ^ — ^-^— 12, 157, 277. 44 

Statement  of  surplus  account,^  period  September  29,  1917,  ,to  November  2* 
1918,  13  months :  -    -  . 

Surplus  account,  Sept.  29,  1917 U.^^ :,_-:_-^-i.-^ ^l—  $59, 965, 000.00 

Earnings  for  month  afrOct,  ,1017  ,an(J  adjustment  of  inven- 
tory values  in  accordance  with  United  States  Food  Adminis- 
tration regulations,  effective  Nov.  4,  ,1917 ' ^—      6, 706, 854.  67 

Adjustment  of  valuations  of  investments,  and  ' 
of    land,    buildings,    and   equipment   by   ap-  : 

praisalJ . :-j ^ :—:_,  $30, 746, 046. 88 

L^s  dividend  in  capital  stock  paid  tlierefrom 
;  July  15,  1918— ^ , .  .25,000,000.00 


JJet    earnings    for    fiscal     year    ended     Nov.  .     • 

2,  1918,  after  .providing  for  taxes 21v  157,  277.  44 

Less  dividends  paid  in  cash ^ 9,  000, 000. 00 


5, 746, 046. 88 
72, 417, 901. 55 


12, 157,  277.  44 


Surplus  account— Nov.  2,  1918 84,575,178.99 

.  Directors. — L.  F.  Swift,  Chicago ;  Lewis  L.  Clark,  New  York,  president  Ameri- 
can Exchange  National  Bank;  Edward  F.  Swift,  Chicago;  M.  B.  Bralnard, 
Hartford,  vice  president  and  treasurer  Aetna  Life  Insurance  Co. ;  L.  A.  Carton, 
Chicago ;  Charles  H.  Swift,  Chicago ;  G.  F.  Swift,  jr.,  Chicago. 
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Offioer$.^U  F.  Swift,  pmldent ;  Bdipwd  F.  Swift*  vice  pceaideiit ;  CbaflM  Hi 
Swift,  vice  president ;  O.  F.  Swift,  Jr.,  vice  president ;  U  A.  Carton.  trMmurar; 
P.  S.  Hay  ward,  secretHty;  C.  A.  Peacock,  anistant  secretafy;  W.  W.  Shenaaii, 
assistant  treasurer 

Mr.  Sweet.  Can  you  give  the  net  income  during  the  year  1918  on 
your  net  capital  investment? 

Mr.  Swift.  I  can  give  the  net  earnings  of  Swift  &  Co. 

Mr.  Sweet.  Well,  give  the  net  earnings,  then. 

Mr.  Swift.  I  am  reading  from  this  page  in  the  pamphlet  that  is 
headed  "  Summary  of  the  Frofits  for  the  Fiscal  Year  November  S, 
1918,'^  and  if  you  gentlemen  will  follow  me  I  will  appreciate  it.  This 
refers  to  our  fiscal  year,  being  the  12  months  ending  November  S^ 
1918.  That  is  the  12  months  that  we  were  under  the  control  of  tba 
Food  Administration,  and  that  shows  the  net  earnings  for  the  yearns 
business,  in  round  numbers,  to  be  $21,000,000. 

Mr.  Sweet.  Is  that  higher  or  lower  than  it  was  in  19171 

Mr.  Swift.  I  have  that  here.   It  is  a  ^[ood  deal  lower. 

Mr.  Sweet.  What  was  the  per  cent  m  19171 

Mr.  Swiff.  The  per  cent  of  profit  on  capital  and  aurplm  for  the 
year  1917  was  22  per  cent. 

Mr.  Sweet.  Was  it  higher  than  that  in  1916. 

Mr.  Swift.  No,  sir. 

Mr.  Sweet.  What  was  it  in  19161 

Mr.  Swift.  I  have  not  those  figures.  It  was  less.  Can  I  tell  yoi» 
what  it  figures  out  for  1918? 

Mr.  Sweet.  Surely.  • 

Mr.  Swift.  At  11.2  per  cent  on  the  capital  and  surplus,  $1.77  on 
the  turnover. 

Mr.  Sweet.  That  is,  upon  the  sales  f 

Mr.  Swift.  That  practically  is  1}  per  cent ;  that  is,  $1.75  oq  every 
$100. 

Mr.  Sweet.  What  was  it  in  1917? 

Mr.  Swift.  It  was  22  per  cent  on  the  capital  and  surplna,  or  fS.M 
on  the  turnover.  Our  profits  for  1918  are  less  than  tney  were  for 
1917.    Mr.  Henev  says  they  are  larger. 

Mr.  Sweet.  What  was  it  in  1916  ? 

Mr.  Swift.  I  have  not  got  those  figures. 

Mr.  Sweet.  Was  it  more  or  less  than  in  1917 1 

Mr.  Swift.  Oh,  less ;  much  leas. 

Mr.  Sweet.  What  was  the  occasion  for  your  large  peroeataie  m 
1917?  »    F-      «» 

Mr.  Swift.  You  could  not  help  that  with  such  a  tremendous  ad- 
vancing market.  Prices  of  material  advanced  tremendously,  and  in 
the  packing  business  with  big  supplies  of  the  product  that  amounted 
to  a  good  deal.  I  have  explained  that  Swift  &  Co.  to-day  have  got 
250,000,000  pounds  of  pork  in  their  cellars.  There  is  hardly  room  to 
put  in  a  ham  sandwich,  unless  we  ship  out  some,  the  warehouses  are 
full.  If  the  market  should  decline  a  cent  a  pound,  the  loea  ia 
$2,500,000.  If  it  should  be  6  cents  a  pound  which  it  is  sure  to  be,  but 
I  do  not  know  when,  that  means  $12,500,000  we  would  lose  on  a  de- 
rlino  in  the  market. 

Now,  the  prices  nro  abnormally  hiph  and  they  will  probably  stay 
hipli  for  a  fow  nnrntlj*^.  hut  IIm'v  hnvo  pot  to  come  down  some  time^ 
niid  T  lmv«'  -hn\Mi  yon  l»ow  fn<it  tho  invontory  would  lo-e  mo»^ov  v*-hon 
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the  market  goes  down.  I  have  not  referred  to  the  millions  of  dollars 
invested  in  leather  and  all  such  products  that  we  have,  but  I  have 
tried  to  explain  the  losses  that  will  occur  when  the  market  goes  down. 
You  make  money  just  as  fast  when  the  market  goes  up  on  your  in- 
ventory, and  that  is  the  explanation  for  the  unusual  showing  in  1917. 
But  that  will  have  to  be  adjusted  sooner  or  later;  we  will  come  into 
a  decline  in  our  inventories  that  will  make  quite  a  different  story. 

Mr.  Sweet.  Do  the  other  packers  have  a  large  supply  of  meat  on 
hand  at  the  present  time? 

Mr.  Swift.  Of  pork  products? 

Mr.  Sweet.  Pork  products, 

Mr.  SwiPT.  Yes,  sir;  it  is  a  maximum. 

Mr.  Sweet.  And  how  about  the  beef  products? 

Mr.  Swift.  Beef  ls  a  thing  we  do  not  store  to  cure.  You  know, 
from  the  pork  we  have  to  cure  the  hams  and  the  breakfast  bacon,  and 
that  will  take  from  a  month  and  two  months  and  three  months  for 
some  of  them,  and  that  is  what  makes  such  a  big  stock.*  The  beef 
^oes  out  more  readily;  it  goes  out  within  a  few  days;  it  is  fresh. 
We  do  not  cure  that,  so  those  investments  are  not  so  heavy,  but  the 
investments  are  very  heavy  in  the  hides.  We  have  to  cure  them; 
the  leather  we  have  to  tan.  Sometimes  it  takes  three  or  four  months 
to  tan  the  hides.  Then,  there  is  the  wool  factory.  Sometimes  we 
have  to  keep  the  wool  on  hand  for  three  or  four  months.  There  is 
the  glue  factory.  Sometimes  we  have  to  keep  that  glue  on  hand  for 
six  months,  and  when  we  sell  it  we  have  to  give  the  man  six  months' 
credit.  It  is  those  kind  of  things  that  add  up  in  volume  and  not  the 
beef  itself,  except  the  beef  going  into  the  freezer  to  be  carried  for  the' 
Government  or  for  other  purposes,  and  that  comes  to  some  item,  but 
it  is  not  much  now. 

Mr.  Sweet.  This  pork  that  you  have  on  hand  has  been  purchased 
at  17^  cents  a  poimd^  has  it  not,  most  of  it  ? 

Mp.  Swift.  Practically  speaking,  yes,  sir.  Some  of  it  cost  more 
and  none  less.    It  might  have  averaged  18  cents  a  pound.' 

Mr.  Sweet.  Would  the  price  of  pork  be  as  high  at  the  present  time 
at  17^  cents  a  pound  in  case  the  Food  Administration  had  not  en- 
tered into  ah  arrangement  to  that  effect  with  you  ? 

Mr.  Swift.  Well,  I  will  tell  you  about  that.  The  Food  Adminis- 
tration are  trying  to  stabilize  prices.  We  have  been  at  it  now  one 
year  and  two  months;  that  is,  14  months,  and  I  am  pretty  well  posted 
and  pretty  familiar  with  what  has  happened.  While  there  has  not 
been  a  fixed  price  for  that  whole  time,  I  think  the  fixed  price  has  only 
been  for  the  last  four  or  five  months,  but  they  are  trying  to  stabilize 
this  product ;  they  are  trying  to  prevent  serious  slumps.  There  are 
times  in  this  business  when  we  get  serious  slumps.  The  live  stock 
will  decline  very  fast,  very  quickly.  That  is  what  the  producers  ob- 
ject to.  Now,  that  in  itself  is  the  very  thing  that  will  cause  it  to  jump 
up  again  just  as  quickly.  Slumps  on  a  decline  are  very  apt  to  cause 
big  advances  later,  and  they  are  trying  to  stabilize  these  products. 
They  are  tryinjg  to  prevent  any  sensational  declines  and  to  strike  an 
average,  believing  it  is  the  best  thing  for  all  interests  concerned. 

Mr.  owrarr.  You  believe  it  was  a  good  thing  for  the  period  of 
the  war,  and  at  the  present  time  the  price  should  stay  at  ui  cents  a 
pound?  ' 
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Mr.  Swift.  I  boliorc  tho  Food  Administration  did  accomplish  a 
wonderful  work  for  both  sides,  the  producer  and  the  consumer. 

Mr.  SwERT.  Do  you  believe  that  tne  price  should  be  continued  now 
for  a  number  of  months,  or  for  a  yean  say? 

Mr.  Swift.  Now  is  the  time  that  thev  need  it  as  much  as  ever. 

Mr.  Sweet.  That  is  to  say,  we  are  still  feedinj?  the  boys  across  the 
seaf 

Mr.  Swift.  Yos,  sir.  Now  is  the  critical  time.  Everybody  is 
loaded  up  and  we  have  not  had  vcit  many  shipments,  and  we  have 
had  the  same  thing  happen  before,  but  they  came  alone  with  ship- 
ments, and  we  got  through  it.  It  generally  evens  itself  up.  With 
the  organization  of  the  Food  Administration  working  toother  wo 
generally  got  through  all  right. 

Mr.  Swerr.  Your  opinion  in  this  connection,  then,  also,  is  that 
it  has  been  beneficial  to  tho  consumer  that  the  price  be  fixed,  or  that 
the  price  was  in  fact  fixed  by  the  Food  Administration? 

Mr.  Swift.  Absolutely.  It  was  an  advantage  to  the  consumer  and 
the  producer,  and  it  was  tho  only  possible  way  to  have  made  ship- 
ments abroad. 

Mr.  SwTiET.  What  percentage  of  your  business  at  the  present  time 
is  carried  on  in  connection  with  unrelated  articles  or  products  to 
the  packing  industry? 

Mr.  Swift.  Well," I  do  not  know  what  you  would  call  unrelated. 

Mr.  SwECT.  T  will  let  you  determine  that. 

Mr.  S^^^FT.  I  think  that  all  of  the  business  that  Swift  ft  Co.  does 
is  rightfully  connected  with  the  packing  business. 

Mr.  SwKET.  You  (loal  in  canned  fishi 

Mr.  Swiff.  No,  sir ;  Libby ,  McNeill  A  Libby  do,  and  they  used  to 
belong  to  Swift  &.  Co.,  but  they  have  been  separated.  Were  you 
pre^^ent  when  I  read  the  data? 

Mr.  Sweet.  I  was.  You  have  no  connection  with  them  now  \ 

Mr.  Swift.  You  see,  Libby,  McNeill  &  Libby  was  owned  by  Swift 
A  Co.,  and  we  foimd  it  advisable  to  make  a  separation  of  the  two 
companies.  AVe  t<K)k  this  manner  of  s<»j>aration  or  segregation.  Shall 
I  explain  the  svstem? 

Mr.  Sweet.  Ves. 

Mr.  Swift.  For  instance,  if  a  man  had  10  shares,  or  a  thousand 
dollars,  of  Swift  &  Co.'s  stock,  that  carried  with  it  a  certain  owner- 
ship in  the  Libbv  Co.    Do  you  follow  me? 

Mr.  Sweet.  Ves. 

Mr,  SwiKT.  So  we  asked  him  to  turn  in  10  per  cent  of  his  Swift 
k  Co.  stock,  which  would  be  $100.  and  he  was  given  $100  of  the 
Libby  stock  in  exchange.  So  that  the  people  who  were  stockholders 
in  Swift  A  Co.  are  now  stockholders  in  Swift  A  Co.  to  the  extent  of 
only  90  |)er  cent  as  much  as  they  had,  but  thev  have  that  10  per  cent 
maile  up  of  Libby  st<K*k.     So  I  am  a  sto<*kholder  in  Libby. 

Mr.  SwE>rr.  But  you  are  a  minority  stockholder? 

Mr.  Swift.  Yes,  sir. 

Mr.  SwEtrr.  Yesterday  Mr.  Armoiu*  testified  in  substance  here 
that  in  many  in-jtanccs  he  distributed  certain  products  upon  a  cofm- 
niissicm;  in  otlier  words,  that  he  used  their  great  distriouting  ma- 
chine for  the  distribution  of  certain  products. 

Mr.  Swift.  For  other  people? 
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Mr.  Sweet.  Yes;  and  received  a  commission  therefor  instead  of 
purchasing  the  article  outright.     Do  you  do  any  of  that  business? 

Mr.  Swift.  No,  sir. 

Mr.  Sweet.  You  invariably,  then,  purchase  everything  tliat  you 
distribute? 

Mr.  Swift.  Yes,  sir.  * 

Mr.  Sweet.  Do  you  purchase  any  canned  sweet  corn  ? 

Mr.  Swift.  Yes,  sir. 

Mr.  Sweet.  How  large  a  business  do  you  do  in  that  respect  ? 

Mr.  Swift.  It  is  very  small;  it  does  not  amount  to  much.  Shall  I 
explain  some  of  the  items? 

Mr.  Sweet.  I  wish  you  would  explain  some  of  the  items  that  you 
purchase  and  distribute. 

Mr.  Swift.  I  want  to  explain,  in  the  first  place,  why  Swift  &  Co., 
a  meat-packing  concern,  are  handling  butter  and  eggs  and  poultry. 
This  is  the  reason  that  these  three  articles — butter  and  eggs  and  poul- 
try— ^require  refrigeration.  You  can  not  handle  them  very  well  with- 
out i*efngeration,  and  as  we  got  along  in  the  beef  business,  we  would 
ship  a  man  20  cattle  and  10  sheep  and  some  calves  and  some  fresh 
pork,  and  he  would  say,  "  I  want  some  e^gs,  I  want  some  poultry," 
and  we  would  go  himting  around  down  in  South  Water  Street  in 
Chicago  to  buy  him  some  eggs  and  some  poultry,  and  I  found  that 
the  condition  of  this  stuff  was  not  satisfactory ;  it  had  not  been  prop- 
erly handled,  and  we  could  not  get  the  goods  of  the  right  quality  and 
the  right  condition,  and  we  considered  it  this  way:  In  our  brancli 
markets  in  the  West — Swift  &  Co.  have  markets  in  Iowa  and  Michi- 
gan and  Indiana  and  Ohio — we  are  there  selling  beef,  and  they  are 
refrigerated.  We  have  to  keep  a  temperature  of  from  30  to  40  to 
keep  the  beef  from  spoiling. 

We  said  we  had  better  go  and  buy  some  of  these  eggs  and  poultry, 
because  we  have  got  the  refrigeration,  and  then  we  can  ship  it  in  re- 
frigerator cars,  and  when  it  gets  down  to  the  East,  we  have  got  a 
wholesale  market  that  is  refrigerated.  '  That  is  in  contrast  to  the 
way  it  has  been  previously  handled;  it  had  been  handled  in  the 
country  without  refrigeration  and  it  had  been  shipped  without  re- 
frigeration, and  the  people  that  received  it  did  not  as  a  rule  have 
refrigeration  down  East.  So  we  drifted  into  this  business  of  buying 
the  butter  and  the  eggs  and  poultry,  and  as  long  as  it  is  a  food  prod- 
uct, and  as  long  as  we  are  handling  it  better,  and  have  better  facilities 
to  handle  it  than  other  people  have,  and  are  doing  better  than  these 
other  people  did  before,  that  is  our  reason  for  beReving  that  it  nat- 
urally goes  with  this  business. 

Mr.  Sweet.  Do  you  handle  any  flour! 

Mr.  Swift.  Not  a  pound. 

Mr.  Sweet.  Or  rice? 

Mr.  Swift.  Not  a  pound,  and  do  not  intend  to.  We  do  not  handle 
coffee  or  cereals  of  any  kind. 

Mr.  Sweet.  Do  you  handle  none  of  the  breakfast  foods  ? 

Mr.  Swift.  No,  sir ;  and  do  not  intend  to. 

Mr.  Sweet.  In  view  of  a  statement  made  here  by  a  representative 
of  the  Federal  Trade  Commission  relative  to  the  grocery,  business,  I 
would  like  to  have  you  state  to  this  committee  what  percentage  of 
your  busine&s,  if  any,  relates,  to  the  grocery  business:  how  extensive 
is  it? 
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Mr.  SwiiT.  I  will  tell  you  how  extensive  it  is  and  how  we  happened 
to  be  in  it  It  beffan  when  Swift  A  Co.  owned  Libby,  McNeill  A 
Libby.  Libby,  McNeill  &  Libby  was  the  firm  that  produced  the  most 
canned  meat,  tinned  meat  of  any  form,  in  the  United  States,  and 
about  10  or  12  years  their  busiiiess  dropped  off.  The  raising  of  can- 
ning cattle  was  getting  less;  people  did  not  raise  so  many  of  those 
thin  canners;  thej  had  better  cattle.  They  could  not  afford  to  raise 
canners;  they  raised  them  better.  Consequently  the  supply  of  beet 
coming  to  the  market  for  the  can  was  diminishing.  I  must  explain 
to  you  gentlemen  that  thin  cattle  that  have  not  much  fat  on  them 
maKe  better  canned  meat.  It  is  necessary  to  have  lean  cattle  to  put 
in  the  cans ;  you  can  not  put  fat  in  the  can  satisfactorily.  So  this 
supply  of  canning  cattle  oropped  off  materially ;  it  decreased  a  very 
.  large  percentage.  At  the  same  time  the  demand  for  canned  beef 
decreased.  People  did  not  \^ant  to  buy  canned  meat  any  more,  and 
Libby's  business,  as  you  might  say,  was  going  to  the  dogs,  and  we 
talked  it  over  and  said,  "what  shall  we  do  now  to  keep  up  this 
volume? "  They  had  a  tin-can  factory,  perhaps  the  best  in  the 
United  States,  and  they  could  make  the  tins  and  they  knew  this 

Erocess  of  preserving  goods,  and  they  had  a  good  reputation  and 
rands  and  they  had  salesmen,  and  we  talked  it  over  and  Libby 
said : "  I  think  here  is  a  great  opening  to  go  into  the  canned  asparagus 
business.  This  canned  asparagus  on  the  market  is  not  veiy  good, 
it  ought  to  be  better.  Wo  can  go  out  to  the  Sacramento  Valley  in 
California,  on  that  river  there,  and  we  can  put  up  a  canning  factory 
and  we  can  put  the  asparagus  in  the  cans  the  same  day  it  comes  out 
of  the  gardens,  and  there  is  an  opening  for  us.''    We  said,  "All  right ; 

fo  ahead,  try  it."  They  did  it,  and  they  have  been  very  successfuL 
'hey  also  came  along  and  said,  "  Here  is  a  friend  of  ours  who  has 
got  a  pineapple  factory  in  Honolulu.  He  is  very  old  and  short  of 
money  and  he  can  not  go  on,  and  he  speaks  of  selling  out,  and  we 
have  got  the  tin  cans  and  we  think  we  ought  to  can  pineapples.''  Wa 
said,  *'  AH  ri^ht,  go  ahead  and  try  the  pineapples.^' 
^  After  a  while  they  wanted  to  can  some  more  fruit  in  California, 
like  peaches  and  apricots.  That  was  a  part  of  the  Libby  businesa, 
which  was  a  canning  business.  I  asked  tnem  what  their  reason  was; 
what  they  wanted  to  can  that  fruit  fort  They  said,  ^It  is  not  done 
right;  those  people  do  not  have  the  facilities,  the  fruit  rots  in  the 
orchard,  and  falls  on  the  ground.  We  can  go  out  there  and  pay  them 
a  price  for  the  peaches  and  apricots  and  save  this  waste  and  put  ap 
a  better  article  of  fruit  than  is  being  put  up.  and  it  wiU  be  beneficial 
to  the  producer  and  consumer."  We  said,  "All  right,  go  ahwd  and 
give  it  a  trial.  Your  business  is  falling  off  in  cannecT meats,**  and 
naturally  as  Libby  purchased  that  stun  and  Swift  ft  Co.  are  large 
distributors,  we  would  buy  that  stuff  from  Libby  and  put  it  through 
our  beef  houses,  and  that  is  the  way  we  have  got  into  the  canned 
fruit  and  canned  vegetable  business. 

Mr.  Sweet.  Is  that  a  profitable  adjunct  to  your  business  f 

Mr.  Swift.  It  is. 

Mr.  SwEKT.  How  profitable,  as  separated  from  your  packing  busi- 
ness; you  can  answer  that  generally  t 

Mr.  Swirr.  I  want  to  explain.    The  canning  itself  is  under  Libby; 
those  canning  factories  belong  to  Libby;  they  are  profitable  to  Libby. 
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Thtfj  make  him  a  good  reasoiutble  profit,  as  good  as  an^  branch 
of  his  busiiness.  In  addition  to  that,  we  buy  the  stuff  of  Libby,  and 
we  make  a  jobber^s  profit  out  of  it,  a  distributing  profit. 

Mr.  SwKET.  And  you  nro  intere^H  in  the  markot  price  of  thone 
pnKlucts  and  articles,  are  you  not  f 

Mr.  Swirr.  As  jobbers;  ycb«  sir.  In  addition  to  that,  Llbliy  puts 
ap  canned  tomatoes.  We  handle  them.  Libby  is  .soUini;  theni  ut  the 
same  time;  he  has  his  own  salesmen:  he  sells  them  to  the  ]obl)er  and 
the  retailer,  but  Swift  &  Co.  is  also  distributing  tliem  for  him.  As 
to  anything  else  we  handle  in  that  grocery  line,  I  think  I  have  cov* 
ersd  them  all,  unless  you  put  soap  in  that  category.  We  do  that  to 
gel  rid  of  our  soap  grease. 

Mr.  SwxBT.  That  is  really  a  related  product  t 

Mr.  Swirr.  Yes.  I  want  to  ask  one  of  my  assistants  if  they  can 
think  of  anything  else  in  the  grocery  line.  I  think  that  practically 
coTOiB  it  alL 

Mr.  EscH.  You  handle  cheese? 

Mr.  Swirr.  Yes;  I  should  have  covered  chees4».  I  meant  to  have 
said  butter,  cheese,  eggs,  and  poultry. 

Mr.  DxcKEB.  Does  cheese  need  refrigeration  ? 

Mr.  Swift.  It  does  if  it  is  carried  a  long  while.  I  would  not  say 
it  was  necessary  for  all  of  it,  but  first  before  you  get  through  you 
have  got  to  carry  it  a  few  weeks  or  months  and  keep  it  in  pn>per 
storage. 

Mr.  SwnsT.  Do  you  l)elieve  that  there  is  anything  in  the  contention 
of  the  Federal  Trade  Commission  that  the  five  larps  pa(*kei';i  in  the 
course  of  the  next  10  years,  if  they  are  allowed  to  continue  in  the 
handling  of  unrelated  products,  can  control  in  a  measure  the  food 
sapply  of  this  country  and  also  the  markets  of  food  t 

Mr.  Swirr.  There  is  nothing  in  that. 

Mr.  SwxET.  Just  a  few  questions  in  regard  to  refrigi^rntor  cars. 
Thus  far  your  statements  have  been  in  rejo^rd  to  the  cleansing  of  the 
cars  and  scrubbing  them  out.  Does  Swift  &  Co.  keep  a  force  for 
the  purpose  of  following  your  7,000  cars  about  the  yards? 

Mr.  Swirr.  Yes,  sir.  I  should  have  extcnde<l  nty  remarks  about  the 
scrubbing;^  I  should  have  stated  about  repairing.  Tliese  cars  get 
broken  inside,  the  top  deck.  The  most  im|>ortant  thing  of  all  T  for- 
got: and  that  was  the  question  of  taking  the  proi)er  care  r)f  the  ice 
tanks.  They  have  ice  tanks  in  the  ends,  and  vou  have  to  l)e  very 
careful  and  see  that  those  tanks  are  properly  filled  and  that  the  cars 
are  properly  iced. 

Btr.  owEET.  Your  real  contention  in  renrd  to  tlie  refrigerator  cars 
18  that  by  the  packers  handling  the  cars  tnemselves  and  owning  them 
they  can  get  more  efficient  service! 

Mr.  Swirr.  Yes,  sir. 

Mr.  Sweet.  And  they  can  get  more  efficient  service  than  the  rail- 
way companies  can  give  in  that  connection. 

Mr.  Swirr.  Yes,  sir. 

Mr.  Sweet.  Or  that  the  Government  could  give  if  they  owned 
themt 

Mr.  Swirr.  Yes,  sir;  and  they  could  provide  for  a  sliortage  in  ihat 
way  that  I  mention,  by  building  what  is  nece>«;ary  and  putting  tluMit 
into  service. 
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Mr.  Sweet.  To  meet  the  demaiids  of  the  refri<rc»rator  ear's  in  tlJ^ 
meat  industry? 

Mr.  SwiiT.  Yes,  sir. 

Mr.  Sweet.  And  in  other  industries? 

Mr.  Swift.  Yes,  sir. 

Mr.  Sweet.  Xow,  the  people  of  Iowa,  and  especially  of  the  Missi.-^ 
sippi  Valley,  are  interested,  of  course,  in  getting  fair  and  reasonable 

£  rices  for  hogs  and  cattle.  It  has  been  frequently  suggested  that 
[ondays  and  Wednesdays  were  the  principal  market  days  at  the  Chi- 
cago stockyards.  Why  is  that  so?  Would  it  not  be  better  if  all  the 
fcitock  were  distributed  over  the  whole  week,  or  the  first  five  days  of 
the  week? 

Mr.  Swift.  Mondays  and  W^cdnesdays  used  to  be  the  principal 
days  of  receipts. 

Mr.  Sweet.  How  did  that  come  about? 

Mr.  Swift.  I  do  not  know.  I  think  the  cattlemen  wanted  to  ship 
on  Saturdays,  the  farmers.  I  think  they  wanted  to  clean  up  on  Sat- 
urdays, and  they  would  bring  them  in  on  Mondays.  And  then  I 
think  they  wanted  to  ship  again  Mondays  and  that  would  bring  them 
on  W^edn&sday.  I  think  that  is  what  started  it,  and  that  was  quite 
a  handicap  and  an  economic  waste,  but  that  has  been  overcome  now 
for  a  good  niaiiy  months,  and  the  stuff  is  coming  to  the  market  more 
regularly  on  the  five  days  in  the  week.  That  has  been  brought  about 
by  a  zoning  system. 

Can  I  incorporate  one  thing?  You  asked  what  per  cent  this  grocer 
business  was.  It  is  very  small;  it  does  not  amount  to  over  2  or  B 
per  cent. 

Mr.  Swi-iET.  That  is  all,  Mr.  Chairman. 

Mr.  Chairman.  Mr.  Decker,  do  you  wish  to  ask  any  questions. 

Mr.  Deckek.  Has  the  number  of  packers  in  the  country  increased 
or  decreased  in  the  last  25  years? 

Mr.  Swarr.  In  25  years  i 

Mr.  Decker.  Yes. 

Mr.  Sw^iFT.  I  think  it  has  increased. 

Mr.  Montague.  You  gave  in  your  opening  statement  this  mom- 
ing  a  considerable  number  of  the  increases? 

Mr.  Swii-T.  Yes,  sir.  Thev  are  packers  that  have  this  Government 
inspection ;  there  are  335  of  them,  and  I  am  going  to  tell  you  how 
many  of  those  335  are  owned  by  the  five  largest  packers.  I  have  it 
right  here.  Of  a  total  of  335  (government  inspected  houses  the  five 
large  packers  are  interested  in  65  of  them.  You  understand  about 
this  Goyernment  inspection.  Swift  &  Co.  have  Government  inspec- 
tion. They  have  to  have  everything  inspected  by  the  Government 
that  they  handle.  Supposing  m  Illinois  we  have  a  packing  house. 
Anybody  else  that  has  a  packing  house  in  Illinois  and  sells  in  Illi- 
nois only  does  not  have  Government  inspection  :  I  mean  the  small 
men.  You  are  from  Missouri ;  let  us  take  Kansas  Citjr.  A  man  wants 
to  kill  some  stock  in  Kansas  and  sell  it  in  Kansas  City,  and  he  does 
not  have  to  have  Government  inspection,  but  Swift  &  Co.,  if  thev 
sell  in  Kansjis  City  or  in  Kansas,  have  to  be  Government  inspectea. 
You  understand  that  ? 

Mr.  Decker.  Yes. 

Mr.  Swift.  And  the  men  that  'do  not  have  Government  inspec- 
tion  can  not  ship  out  of  the  State. 
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Mr.  Decker.  Sav^  in  the  last  10  years,  from  your  recollection,  has 
the  number  of  packing  companies  varied  in  the  United  States? 

Mr.  Swift.  I  do  not  think  it  has  varied  much  in  10  years. 
Mr.  Decker.  What  would  be  your  impression;  has  it  diminished 
the  number? 

Mr.  Swift.  I  do  not  think  so. 

Mr.  Decker.  To  what  extent  has  the  volume  of  the  packing  indus- 
try increased  in  the  last  10  years? 

Mr.  Swift.  That  is  regulated  by  the  production  of  the  live  ani- 
mals, and  it  is  now  about  at  the  top  notch.  It  is  about  the  highest 
now.  It  has  been  getting  alon^  the  last  year  or  two  up  at  the  top 
notch.  It  runs  in  waves ;  you  will  have  a  wave  of  three  or  four  years 
that  production  will  run  down,  and  then  it  will  run  ujp.  Now  it  is 
runnmg  up ;  it  is  up :  it  is  up  toward  the  top  notch.  Swift  &  Co.  and 
all  packers,  as  far  as  I  know,  all  packers,  large,  small,  medium,  are 
doing  more  business  than  they  ever  did  before  in  their  lives. 

Mr.  Decker.  Do  the  smaller  packers  make  a  larger  percentage  of 
profit  than  you  big  packers  ? 

Mr.  Swift.  That  is  pretty  hard  to  tell.  You  can  not  get  much  of  a 
record  of  their  figures.  They  are  not  made  public  and  I  would  not 
know  what  to  say  about  that.  You  see,  it  is  so  irregular.  Some  of 
them  draw  a  salary  for  doing  the  business  and  fc^ome  of  them  draw 
no  salaries. 

Mr.  Decker.  That  reminds  me  of  something  else  about  salaries  and 
I  ask  the  question  not  for  the  purpose  of  being  personal,  but  so 
that  the  public  will  know  and  I  tnink  it  would  be  well  for  your  own 
interest  and  the  interest  of  the  company  to  state  frankly  what  is 
your  salary. 

Mr.  SwuT.  My  salary  is  $i)0,000  a  year.  It  has  been  that  for  two 
or  three  yeai-s.  It  used  to  be  $35,000  for  two  or  three  years,  and 
then  it  was  $25,000  before  that 

Mr.  Decker.  And  what  other  officers  in  your  company  receive  largo 
salaries — ^I  mean  the  management? 

Mr.  Swift.  My  brother  Edward  and  three  other  brothers  get  from 
$25,000  to  $35,000  a  year. 

Mr.  Decker.  They  are  practical  packing  men,  are  they? 

Mr.  Swift.  They  are. 

Mr.  Decker.  And  your  family  combined  does  not  own  the  ma- 
jority of  the  stock  of  your  company? 

Mr.  Swipt.  It  does  not 

Mr.  Decker.  Who  is  the  largest  single  stockholder,  if  you  re- 
member, outside  of  the  members  of  your  family,  in  your  company, 
or  among  the  larger  ones? 

Mr.  Swift.  They  would  be  the  directors,  of  course.  They  are  large 
stockholders,  all  of  them. 

Mr.  Decker.  Who  are  the  directors  in  your  company,  does  your 
statement  show  that? 

Mr.  Swift.  Yes,  sir. 

Mr.  Decker.  Then  you  need  not  take  the  time  to  answer  liiat. 
Where  is  that  found? 

Mr.  SwiiT.  On  the  last  page  of  this  statement. 

Mr.  Decker.  Mr.  Clarke  is  from  New  York? 

Mr.  Swirr.  Yes.  sir. 
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Mr.  Decker.  He  is  president  of  the  American  Exchange 
Bank? 

Mr.  Swift.  His  father  was  a  director  before  him,  but  his  father 
died,  and  so  he  follows  alon^. 

Mr.  Deckeb.  What  other  interests,  if  you  happen  to  know,  is  Mr. 
Clarke  interested  in  besides  the  banking  interei^f  > 

Mr.  Swift.  I  do  not  know  of  any  other. 

Mr.  Decker.  You  do  not  know  whether  he  is  interested  in  the  rail- 
roads or  nott 

Mr.  Swift.  I  do  not  think  he  is. 

Mr.  Decker.  Brainard,  of  Hartford,  is  an  insurance  man ) 

Mr.  Swift.  In  the  steam-boiler  insurance. 

Mr.  Decker.  Liability  insurance  t 

Mr.  Swift.  Yes.  We  had  a  man  by  the  name  of  Brainard,  from 
Hartford,  for  director  for  10  or  15  years  and  he  died,  and  this  is 
his  brother,  or  stepbrother,  or  brother-in-law;  I  do  not  know  just 
what  the  connection  is,  but  he  represents  our  eastern  stockholders  of 
New  England  living  in  Hartford. 

Mr.  Decker.  What  is  the  business  of  Mr.  Carton,  of  Chicago! 

Mr.  Swift.  He  is  treasurer.  He  devotes  his  entire  time  to  tlie 
financing  of  Swift  &  Co. 

Mr.  Decker.  What  salary  does  he  get  i 

Mr.  Swift.  I  think  he  gets  $25,000  a  year.  It  is  just  ri|^t  in 
there. 

Mr.  Decker.  I  would  like  to  know  if  there  is  any  way  for  you  to 
^▼e  a  synopsis  of  it,  to  show  how  much  stock  outside  of  your  family 
IS  scattered  over  the  country  f 

Mr.  Swift.  There  is  no  large  holding.  I  do  not  think  there  is 
anybody  that  holds  over  $100,000  outside  of  the  directors. 

Mr.  Decker.  Take  you  and  the  memliers  of  your  family,  briefly: 
Is  there  any  other  important  business  that  you  are  engaged  in  lie- 
sides  the  packing  business,  the  meat  industry  t 

Mr.  Swift.  There  is  not. 

Mr.  Decker.  Either  related  or  not  related  t 

Mr.  Swift.  No,  sir.  I  have  no  other  interest;  I  put  in  my  entire 
time  and  attention  in  the  Swift  &  Co.  business. 

Mr.  Decker.  Most  of  your  private  capital  is  invested  in  the  com- 
pany f 

Mr.  SwitT.  It  is. 

Mr.  Decker.  Is  that  true  of  your  brothers? 

Mr.  SwiPT.  Yes,  sir. 

Mr.  Decker.  None  of  you  owns  railroad  stock! 

Mr.  Swift.  I  do  not  think  so. 

Mr.  Decker.  AMiat  about  the  banking  business:  are  you  interested 
in  any  bank? 

Mr.  Swift.  Not  to  an}*  extent  At  these  stockyard  companies  I 
have  explained  to  you  about,  Fort  Worth  and  St.  Joe  and  St.  Paul 
that  we  took  hold  of  to  develop  them  as  market  centers,  we  found  out 
right  away  that  wo  had  to  have  a  bank,  and  we  started  up  a  small 
bank.  It  inipht  have  a  capital  of  $:>0,000  or  $100,000,  and  we  got  all 
the  local  p<»oplo  in  the  neighborhood  that  wo  could  to  become  stock- 
holders in  the  bank,  and  what  they  would  not  take  we  talwu  I  think 
itiv  brolhoi^  and  myself  may  own  25  per  cent  of  the  St.  Paul  bank 
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or  the  Fort  Worth  bank,  or  the  St.  Joe  bank.  We  got  in  all  the  out- 
aiders  we  could,  and  the  bank  president  and  the  officers  there  all  own 
some  stock,  and  we  had  to  take  the  stock  to  have  the  bank  organized 
and  have  it  get  along,  but  it  does  not  amount  to  anything  in  volume. 

Mr.  Decker.  What  are  these  banks  you  are  interests  in?  You 
say  the^  help  the  business;  in  what  way?  You  advance  credit  to 
stock  raisers  f 

Mr.  Swift.  Yes,  sir.  Each  stockyard  company  ha3  to  have  a  stock 
exchange  building  to  accommodate  the  commission  men;  to  let  them 
have  offices  on  the  rental  basis ;  there  have  to  be  a  bank  and  a  cattle 
loan  company.  They  will  loan  money  to  these  cattlemen  out  in  the 
country  and  generally  facilitate  the  business,  and  it  is  the  only  way  to 
build  up  a  live-stock  market.  That  has  proven  to  be  successful,  and 
it  is  very  satisfactory  and  very  much  appreciated,  so  far  as  I  know. 

Mr.  Decker.  I  will  ask  you  another  question  that  occurred  to  me. 
Where  is  your  headquarters? 

Mr.  Swift.  Chicago. 

Mr.  Decker.  How  many  cattle  buyers  have  you  on  the  Chicago 
market  for  your  company ;  do  you  know  ? 

Mr.  Swift.  Yes ;  I  have  an  idea.  As  you  know,  there  are  all  grades 
of  them.  We  begin  with  boys.  In  the  firpt  place,  the  boys  begin  to 
drive  the  cattle,  and  if  they  show  a  little  knack  and  a  little  future, 
we  let  them  begin  buying  odd  cattle,  one  or  two  at  a  time,  and  we 
Ftart  them  in  that  way,  so  there  are  all  grades  of  buyers,  and  it  would 
add  to  as  many  as  15  or  20,  but  there  would  be  only  5  or  6  first-class 
buyers,  and  the  others  amateurs  coming  along;  but  the  total  might 
16  or  20. 

Mr.  Decker.  How  many  buyerjs  have  you  now  in  proportion  to 
what  you  had,  say,  five  years  ago?  Do  you  happen  to  remember, 
more  or  less  ? 

Mr.  Swift.  Well,  more,  if  anything;  if  there  is  any  change,  it  is 
more. 

Mr.  Decker.  Why  did  you  think  it  advisable  to  separate  Libby, 
McNeal  &  Libby  from  the  main  concern?  I  ask  that  because  it  seems 
to  me  to  bear  on  the  very  question  that  the  Federal  Trade  Commission 
discussed. 

Mr.  Swift.  It  is  owing  to  the  general  misconstruction  of  the  public 
as  regards  the  understanding  of  the  profits  made  in  the  meat  busi- 
nesa  We  did  not  want  their  profits  and  their  earnings  to  become 
mixed  up  and  confuse  the  pronts  and  the  earnings  of  Swift  &  Co. 
in  the  meat  business.  So  we  separated  it,  and  whatever  Libby's 
earnings  and  profits  are  will  ^o  to  the  stockholders  direct  without 
going  through  the  form  of  Swift  &  Co.'s  treasury.  It  involved  and 
made  too  many  misunderstandings  of  the  situation. 

Mr.  Decker.  It  was  not  because  their  business  was  unsatisfactory : 
it  was  for  bookkeeping  purposes,  to  know  what  you  were  making  and 
what  they  were  making? 

Mr.  SwiPT.  That,  and  for  publicity  purposes,  and  the  general  mis- 
understanding of  the  profits  of  the  meat  business,  the  profits  of  Swift 
&Co. 

Mr.  Decker.  Where  would  a  man  go  if  he  wanted  to  find  out  how 
many  failures  there  have  been  in  the  packing  business  in  the  last  10 
years  ?  Just  to  be  frank  with  you  and  not  beating  around  the  bush, 
I  wanted  to  get  at  whether  there  were  any  grounds  for  believing  that 
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you  five  big  packers  had  frozen  anybody  out,  like  it  is  claimed  Rock- 
efeller and  the  Standard  Oil  Co.  did.  Do  you  happen  to  know  of 
any  failures  in  the  last  10  years? 

Mr.  Swift.  Yes;  I  know  of  one  or  two.  There  is  a  concern  in 
Chicago  that  used  to  be  called  the  Chicago  Packing  Co.,  and  they 
made  some  sort  of  a  merger  with  English  stockholders,  and  they  aro 
next  to  our  plant  in  Chicago,  and  they  got  mixed  up  and  got  over- 
capitalized, and  one  thing  and  another,  and  they  failed,  and  their 
plant  had  to  be  sold  ? 

Mr.  Decker.  Who  bought  it? 

Mr.  Swift.  We  bought  it.  They  were  next  to  us;  io  fact,  we  sur- 
rounded them  with  buildings.  It  was  an  old  firm,  consisting  of  Mr. 
Henry  Botsford,  of  Chicajgo;  Mr.  Thomas  Wells,  Mr.  Dee,  and  others. 
The  nrm  itself  was  all  right,  but  they  got  mixed  up  with  flotation 
schemes  and  they  could  not  make  it  go,  and  they  sold  out  and  quit  the 
business. 

Mr.  Decker.  How  long  ago  was  that? 

Mr.  Swift.  About  10  or  15  years.  I  am  told  by  my  assistant  that 
it  was  in  the  nineties.    That  might  have  been — ^the  time  flies  so  fast. 

Mr.  Decker.  What  other  packing  company  have  you  bought  out, 
if  any  ? 

Mr.  Swift.  About  15  years  ago,  I  think,  there  was  a  movement  to 
buy  out  the  packing  houses,  and  a  packing  house  by  the  name  of 
Hammond  &  Co.  and  others  were  purchased,  and  the  NaticMial 
Packing  Co.  was  formed,  and  they  ran  along  for  about  10  years,  but 
the  Government  took  exception  to  that,  and  that  was  voluntarily 
dissolved. 

Mr.  Decker.  That  is  how  you  and  the  Armours  got  the  present  con- 
trol of  the  Denver  yards,  is  it  not  ? 

Mr.  Swift.  Yes,  sir. 

Mr.  Decker.  Were  you  interested  in  the  National  Packing  Ca  ! 

Mr.  Swift.  Yes,  sir.  I  will  tell  j^ou  just  as  much  as  I  know  about 
this  thing.  I  think  when  the  United  States  Steel  Co,  was  put  to- 
gether there  was  a  plan  to  put  the  packing  houses  together  on  some- 
thing of  the  same  basis,  and  that  was  wo»ed  out  by  my  father  and 
Mr.  Armour  and  Mr.  Morris,  and  they  went  so  far  as  to  buy  up  10  or 
15  of  the  next  largest  companies,  and  while  the  United  States  Steel 
Co.  went  through  without  any  trouble,  the  other  one  fell  flat  They 
could  not  finance  it,  or  something  happened.  I  do  not  know  exactly 
what  did  happen.  I  know  they  could  not  finance  it  A  misunder- 
standing  with  Kuhn.  Loeb  &  Co.    That  is  all  in  the  record. 

Mr.  Decker.  If  it  is  already  in  the  record,  I  do  not  want  to  go  int4i 
it  again. 

Mr.  Swift.  It  is  in  the  record  of  the  litigation  in  Chicago. 

Mr.  Decker.  I  want  to  get  your  view  of  it.  I  do  not  care  if  it  is 
in  the  record  of  the  Federal  Trade  Commission.  • 

Mr.  Swift.  Being  unable  to  agree  with  the  bankers,  the  merging  of 
the  packing  business  at  that  time  fell  flat  and  caused  the  existem^e 
of  a  national  packing  company,  and  they  operated,  I  think,  for  10 
years,  and  it  was  not  satisfactory  to  the  Government  They  ordered 
a  dissolution  of  the  National  Packing  Co.,  and  that  is  how  we  hap- 
pened to  get  one  packing  house  at  Denver — a  half  interest  in  the 
Denver  Stockyards — nnrt  Armour  got  the  other  packing  house,  and 
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we  got  II  packing  house  in  (^hicaco  named  the  Hammond  Packing  Co. 
We  got  one  in  Milwaukee  named  the  Plankton  Packing  Co.,  and  one 
ur  two  otiior  plantfs 

Mr.  Dec'KKH.  Th(»»st»  aiv  thi»  only  purclui.ses  tliat  your  company  have 
made  of  iiidei>endent  com*erns  i 

Mr.  SwiKT.  We  have  bought  a  parking  house  in  Moultrie.  Oa., 
rulleil  the  Moultrie  Packing  Co..  and  another  one  in  Andalusia,  in 
Alabama. 

Mr.  I>E4-KRR.  Were  you  already  doing  business  thei*e.  yourself? 
Thev  were  not  oimipi»titors  of  yours  down  there? 

.>fr.  SwuT.  No,  sir. 

Mr.  Deckem.  Vou  just  liought  them  with  the  intention  of  develop- 
ing business  down  there? 

Mr.  Swirr.  That  is  all.    I  do  not  think  of  any  more. 

The  Chairman.  As  we  will  have  to  go  into' executive  session,  we 
will  continue  your  bearing  to-morrow  morning  at  10  oVlock. 

(Thereupon,  at  4.45  oVlook  p.  m.,  the  committee  went  into  executive 
session.) 

Chicago,  h>bruarp  5.  t9t9. 

TIm*  f<»U«»\\liiK  Im  u  llMt  of  i*«»in|)ftitoi-s*  |>rl(H»s  on  \H*^t  KiihinittcHl  to  the  Army. 
Navy,  aud  thi*  (tlfTerent  <tov(»rniiioiit  iiiHtUutioan : 

MlmlMil|vpl   River  CVitntulHHton,  Meinphln.  Tenn.    ihU\n  opeiMMl  Apr.  *J2. 
HMO,  for  ileHvory  durina  the  month  of  May) ; 

».lk8 -   n.rio 

Armour  11.45 

Oodahy  . _ 10.71 

«wlfl-  - 12.00 

MorriM    ..  _ 12.flO 

8<>iithw(>iit  .\nny  nini|w  <|p|iiirtnipiit  <|unrt«»riimf«ter.  Fort  Snm  Houston. 
T«*x. : 
Port  HUw  (hl<K  o|M*nof1  Apr.  26.  101A,  for  deUvery  dtirlnanlx  months* 
period  from  July  1  to  IHh*.  81.  1916)— 

8.  ft  S ii.ao 

Morrln    18.29 

Armour 18.14 

Swiff        _ 11.60 

Kort  Iluarhucfi.  Arlx.  (bIdM  openeil  Apr.  26,  1916,  for  delivery  during; 
Nix  months*  iierlod  from  July  1  to  l>ec.  81. 1916) — 

S.&.S 12.T0 

Morrill - - 14.63 

Armour _ — 18.71 

8wlft ..— ..     18.16 

Depot  quartermaiiter,  El  PaHO.  Tex.  (delivery  to  Mexican  border  pontn: 
bids  opened  May  20;  deliTery  during  six  montlw'  period  from  July  1 ) : 

Swift...   .- 11.69 

Armour.   ... _ ...  11.29 

Morrift         ..     12.91 

S.ftS  .   .  11.46 

V.  a.  8.  Celtic,  navy  ynnl.  Broi»klyii  <blds  inieno<l  Jum»  1.  1916:  delivery* 
lH«tween  Juno  12  and  Juno  1^)  : 

S.&S     .  ..     14.  H.*! 

Swift --.  14.18 

Armour  -  ...         14.20 

MorrlH-      .  -.       -    .  — .    .     ir>.43 

rudahy ...  lO-Trf) 

llaal  River  Fleet.  Brooklyn  (bldn  opened  June  10.  1916.  for  delivery  dur 
Init  three  roontha'  period  from  July  1) : 

S.ftS.  .   -_     .- _-. 18.1C» 

Swift-..-      -     -     14.11 

Armour.-. — ..    13.9.'> 

Fitter -       -  ..    .  - 18.09 
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Department  of  correction,  New  York  City  (bids  opened  July  29,  191^ 
for  delivery  during  August  and  September,  1916) : 

Wilson 13.0$ 

Armour 10. 96 

Morris 11.97 

Strauss 10. 98 

United  States  Bngineers,  Memphis,  Tenn.  (bids  opened  July  2S,  1910, 
for  delivery  during  August) : 

Wilson:- 10.48 

Swift 9.90 

Armour 10.67 

Morris - 10. 25 

National  Home  for  Disabled  Volunteer  Soldiers,  Togus,  Me.  (bids  opened 
Aug.  14  for  delivery  during  three  months*  period  beginning  Oct  1,  end- 
ing Dec.  81) : 

Wilson 1X85 

Swift 11-  47 

Armour 11. 69 

Cudahy 12. 71 

National  Home  for  Disabled  Volunteer  Soldiers,  Marlon,  Ind.  (bids 
opened  Aug.  14  for  delivery  during  three  months*  period  beginning  OcL 
1,  ending  Dec.  81) : 

Wilson 11.96 

CJudahy 11. 95 

Ballard 12. 74 

Armour VL  96 

National  Home  for  Disabled  Volunteer  Soldiers,  Leavenworth,  Kana 
(bids  opened  Aug.  16  for  delivery  during  three  months*  period  begin- 
ning Oct.  1,  ending  Dec  81) : 

Wilson 11.15 

Armour 10. 67 

Cudahy 11. 46 

Cochran 1L28 

Morris 11. 87 

Swift 10. 55 

Depot  quartermaster,  £21  Paso,  Tex.  (bids  opened  Aug.  20  for  delivery 
during  period  beginning  Aug.  21  and  ending  Nov.  20) : 

Wilson 11.40 

Swift 11. 60 

Armour » ., 10l94 

Mlasissippi  River  Commission,  Memphis,  Tenn.  (bids  opened  Aog.  22. 
for  delivery  during  month  of  September) : 

Armour 9. 89 

Swift 9.45 

Morris 10.29 

Wilson 0.92 

Cudahy 9. 21 

New  York  State  Hospital  commission  (bids  opened  Aug.  22  for  delivery 
during  three  months'  period  beginning  Oct  1,  ending  Dec  81) : 

Armour -.^ 15. 20 

Morris 16.85 

Dold —  ia89 

Cudahy 15, 00 

Swift 18.95 

Wilson 14,15 

United  States  Navy,  Philadelphia  (bids  opened  Sept  18  for  d^ivery 
during  three  months*  period  beginning  Oct  1,  ending  Dec.  31) : 

Armour 11, 68 

Swift 12. 44 

Martin 13.75 

Wilson 1Z20 

Camp  Doming,  N.  Mex.  (bills  opene<1  Oct  24  for  delivery  during  period 
beginning  Nov.  22,  ending  Dec.  24) : 

Wilson ^ 12.10 

Armour 11.92 

Swift -^ 12.© 

Hlatt - tt89 
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NatloDal  Home  tor  Dlmbled  Volunteer  Soldiers,  LMvenworth.  Kane, 
(bids  opened  Nov.  15  for  delivery  during  three  montlis*  period  begin* 
ning  Jan.  1,  ending  Mar.  81. 1917) : 

Wilson — 11.02 

Armour — ««- 11.48 

Cudahy 11.21 

Morrts ^ IL  48 

g^lfl ^ «.,^ -.,  11.94 

D.  &  &  Celtic^  Brooklyn  Navy  Yard  (bUJs  opened  Ni»v.  *J9  for  delivery 
during  period  beginning  Dec.  10,  ending  Dec.  20.  1916) : 

Wilson - 11.82 

Swift 11.02 

Morris 11. 38 

Depot  quartermaster.  Ef  Paso.  Tex.   (delivery  to  border  pouts;  bids 

opened  Dec.  8  for  delivery  during  six  months*  period  beginning  Jan.  1, 

«odlng  June  SO,  1917) : 

Armour 11.01 

Swift 12.10 

Wilson 12.22 

Hlatt - 13.12 

Oklahoma  State  Hospital,  Norman,  Ok  la.  (bids  opened  Dec.  9  for  dellv* 

cry  during  February  and  March,  1917) : 

Armour 10. 06 

Swift , 10. 44 

Cudahy 10.71 

Morrla ^ &  97 

Wilson 8. 94 

Kansas  State  institutions  (bids  opened  Dec.  9  for  delivery  during  six 

months'  period  beginning  Jan.  1«  ending  June  30, 1917) : 

Wllson,Jl~ZIlIII17ir/Jiy^"  11*.  69 

Schalker ^ 11. 95 

Cudahy  riirrrrzr"irzi~rrziririirrrrr~r!rirrrr~~~i  iz  »7 

Wolff 10. 75 

New  York  State  Hospital  Commission  (bids  opened  Dec.  13  for  delivery 
during  three  months*  period  beginning  Jan.  1,  ending  Mar.  31, 1017 ) : 

Morris ^ 15. 06 

Swift ^ 14. 85 

Armour — IS.  86 

Cudahy 14.86 

WllsoD 14.60 

Dold la  86 

Bkst  River  fleet,  Brooklyn,  N.  Y.  (bids  opened  Dec.  15  for  delivery  dur- 
1^  three  months*  period  beginning  Jan.  1,  ending  Mar.  81, 1917) : 

Wllsoa 12. 96 

Swift -^ 12. 82 

Armour 12.88 

Fitter - 11.55 

DoM r~irrir"iiri~iiiirizrrrrizzriziiirirrrrririrr~iz  18.00 

Cnlted  States  Navy,  Boston  (bids  opened  Dec.  15  for  delivery  during 
three  months'  period  beginning  Jan.  1, 1917) : 

Wilson 12.96 

Swift 12. 94 

Cudahy -^ 18. 21 

^niMwir     .-■■■■-■■■■ — _-— .—— .—- .™ .^..•....  13. 48 

Lynda 18w  80 

-  18.70 


New  York  City  Instinitiotts  (bids  opened  Dec  22  fbr  delivery  during 
JaBiiaf7»  Psbruaty,  and  Maxch,  1917) : 

WUson. - - 12.68 

Swift - - 18.32 
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New  York  Oity  instltntlonH — Continued. 

Annonr ._  12.9fi 

Morris ^.    18. 4T 

Grand  Central  Market  Co 11.49 

F.  J.  Murray 11.70 

Mis8]88lp|>i  River  ConinilRSlon,  St.  I^oulit.  blclH  opened  Jan.  22«  1SI17.  for 
delivery  during  month  of  February : 

Wilson 10.45 

Armour 10.40 

Cudahy 10.41 

Swift 10.98 

Morris 11.50 

National  Home  for  Disabled  Volunteer  Soldiers,  Togus,  Me.,  bids  opened 
Feb.  18.  1017,  for  delivery  during  three  months*  period  lieginnlng  Apr. 
1.1917: 

Wilson 14.95 

Armour 14.20 

Swift 14.94 

Cudahy x 15.25 

National  Home  for  Disabled  Volunteer  Soldiers,  Danville,  DL,  bids  opened 
Feb.  18,  1917,  for  delivery  during  three  months*  period  banning  Apr. 
1.  1917: 

Wilson .— : 14.95 

Armour 18w90 

Morris 13.97 

Cudahy 14.00 

Fort  Riley,  Kans.,  bids  opened  Feb.  20.  1917,  for  delivery  during  period 
beginning  Feb.  26.  ending  Mar.  26,  1917: 

Armour 18.52 

Swift 17.  Tl 

Cudahy 17.88 

Morris 17.69 

Wilson 17.44 

United  8tflte«  Navy.  Boston,  bids  opened  Mar.  16,  1917,  for  deUver>'  dur- 
ing three  months'  period  beginning  Apr.  1.  1917 : 
Wilson- 
Fresh 15.« 

FroKen .-_ 15.92 

Armour — 

Fresh-. - - l«-42 

Frosen 16.42 

Swift— 

Fre*ih 16-J^ 

FroKen 14.25 

Mi»rrl8—  ^  ^ 

Fresh -r .1* 

Frozen ~—  la-« 

United  States  Navy,  Brooklyn,  N.  T.,  Bast  River  Fleet,  bids  opened  Mar. 
16.  1917.  for  delivery  during  three  months*  period  beginning  Apr.  1, 
1917: 
Wilson —  -•..-» 

Fresh IJ-g 

Frosen !»•» 

Fnmh IJw 

Frozen 14.95 

Armour —  -«  «« 

liYeah 1».3» 

Frozen 14.98 

Fitter—  ^  .  ^ 

Frefih... -   -   t lJ-75 

Frozen . — — —  14.90 

United  States  Submarine  Base.  New  London,  Conn.,  bids  opened  Mar.  80, 
1917,  for  delivery  during  three  months*  period  beginning  Apr.  1, 191T : 

Wilson— 

yn^^- \^^ 

Fn»zen lo.^-. 
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1*dII<h]  Btutra  Subnmrine  Rumo.  New  I^ndon.  Conn. — Condnn^. 
Amiottr — 

KrHuh 16.72 

Fnixen..  -._   - 16.72 

Swift— 

KrwUi .-. ia«2 

Kmsen _-_  10.38 

1*.  S.  S.  Crliir,  Brooklyn.  N.  Y.,  bidi*  f>|)eniHl  Apr.  18,  1017.  for  delivery 
flurlnir  fierlod  beglnnlnff  Apr.  2A,  ending  May  8 : 

WllfM>n 17.TO 

Swift .  .        .       _._ 17.C2 

Arroour _.  _. 10.40 

('udahy . .-17.«> 

Monrln -    .  lft.3« 

V.  S.  Bmdneera,  Mempblii.  Tenn..  hldn  opened  Apr.  25.  1017.  for  delivery 
dnrhiK  month  of  May.  1917 : 

Armour .-.  lB.8ft 

Swift..     - 16.0(> 

(*adahy- ...       ... 16.00 

MorrlM -     -- 14.125 

Wn«on     - ._  18.02 

National  Home  for  Dlaabled  Volunteer  Soldlem.  Toaua*  Me.,  bida  opened 
May  14.  1017,  for  delivery  durlni;  three  numthN*  iierbNl  beidnnlnir 
July  1,  ending  Sept  90.  1017 : 

WIlMon — -       .17.01: 

Armour —     _ 10.54 

Swift - 10.47 

<^dahy .  . 16.47 

VZnftt  niver  Fleet,  navy  yanl.  Hrooklyn  (hidx  t»|ieii«*«l  June  ITi.  tlM7.  for 
delivery  durtnic  three  tnontliM*  iiertiNl  iMtsiiiiihiK  .Inly  1.  1H17»  : 

Wllaon .  17.45 

AniHMir      ...  -       -.         .     -- lO.Ofl 

Swift  17.02 

IV>ld - --  1«.25 

ntter . 17.75 

Fort  Sam  Houston,  Tex.  (bld«<  <»pene<l  June  12.  1017,  for  ilellv4*ry  durlni; 
tlire<>  nwmthH'  iierlod  lN»fflnnhie  July  1  >  : 

Armour     ,. .  .       .     _ .  .     .       .-  10.  OH 

Swift  - ir».o*.! 

MorrlM         .     . --      17.  IK 

WIlNon         -      16.72 

r.  S.  S.  BriHffC,  navy  ynnl,  HnN»klyn  (bld»  o|i«»neil  Mitt,  o  for  delivery 
darlnir  period  beirlnnlnff  .\uir.  24.  midlni;  Ana.  ^^)  : 

Wll}ton  -  .-  

Swift -  -     ...         ITl.'W 

Armour .  --. --       15.80 

MorriM _.    .. 15.87 

I'.  S.  S.  rofpoa.  Brooklyn,  N.  Y.  Cblda  opened  July  12,  1017.  for  de- 
livery durlna  period  lieglnnlna  July  28.  tending  Ana.  8) : 

Wilfum        ...._.  --.  .._.-         .     10.86 

Swift      10.22 

AmMmr        15,68 

t^idaby 17.71 

Morrln...- -  -  HI  10 

(%»nn>n.    -     -  IKOO 

NatlODal  Home  for  I>.  V.  S,.  Kaim.  <bldN  opetieil  Sept.  5,  1017.  for  de- 
livery durlna  Octi>lier.  Novenib»»r.  and  l>e<'»»niber> : 

WUaon.. - 10.42 

Armour - --  -       ..   14.08 

Cudahy - 1?^.08 

.MorHp - 15.46 

Swift  ...- - - 15.48 

€\»rhran - 16.97 

Schalker — lfi.28 

r.  8.  8.  Ceiiic,  Brooklyn  <bld«i  opened  Sept  14,  1017.  for  delivery  durlna 
period  beginnlmt  Sept.  24.  ending  Sept.  20  > : 

Wllaon - 17.41 

Armour. - 10,90 
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U.  S.  S.  Celtic,  Brooklyn— Continued. 

Swift 1 17. 22 

Morris ^ 17. » 

Fort  Riley,  Kans.  (bids  opened  Sept.  20,  1917,  for  delivery  during 
month  of  October) : 

Wilson la  71 

Armour 17. 07 

Swift la  10 

Morris 15. 93 

Cudahy 15. 91 

United  States  Navy  Yard,  Philadelphia  (bids  opened  Sept  24,  1917,  for 
delivery  during  three  months*  period — October,  November,  and 
December) : 

Armour   18. 2S 

National   17. 94 

Wilson  18. 80 

Swift  la  00 

Martin  18. 90 

Third  District  Naval  Force,  Pelham  Bay,  N.  Y.  (bids  opened  Sept.  25. 
1917,  for  delivery  during  October,  November,  and  December)  : 

Swift 18.  ao 

Armour 17. 58 

I.  Frank . 17.50 

Grand  Central 10.70 

U.  S.  S.  Culgoa,  Brooklyn  (bids  opened  Sept.  27,  1917,  for  delivery 
during  period  beginning  Oct.  8,  ending  Oct.  12) : 

Wilson 17. 21 

Swift 17. 45 

Armour ,- » .. .  ... —  17. 88 

Morris la  91 

U.  S.  S.  Celtic,  Brooklyn  (bids  opened  Dec.  5,  1917,  for  delivery  daring 
period  beginning  Dec.  12,  ending  Dec.  19) : 

Wilson 17.17 

Swift 17. 14 

Armour —  17. 87 

Weill  &  Isaacs 10.62 

Morris 17.22 

National  Home  for  Disabled  Volunteer  Soldiers,  Leavenworth,  Kans. 
(bids  opened  Dec.  5,  1917,  for  delivery  during  three-months'  period 
from  Jan.  1,  1918) : 

Wilson 10.20 

Armour laOO 

Cudahy 15.47 

Morris la  80 

Swift 17. 78 

Schalker 15. 82 

United  States  Navy,  Brooklyn  (bids  opened  Dec.  11,  1917,  for  d^very 
within  80  days  fi*om  date  of  contract) : 

Wilson - la  88 

Morris la  OSt 

Swift 10. 04 

Provisions  and  clothing  depot.  United  States  Navy  Brooklyn,  N.  Y. : 
Bids  opened  Jan.  2, 1918,  for  delivery  during  month  of  January — 

Wilson la  42 

Swift la  54 

Armour — _.^.  17. 90 

Cudahy ^ ^ 10. 15 

Morrts la  90 

Bids  opened  Jan.  29, 1918,  for  delivery  during  month  of  January — 

Wilson la  72 

Swift  -- ^ la  88 

Cudahy la  46 

Morris — la  7S 

Cincinnati  Abattoir ...... ^.  ■■.,,. ,... ia80 

WeUl  &  Isaacs 2L  12| 
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United  States  Navy.  Brooklyn,  Ekst  River, 't>ldii  opened  F€ft)ruar7  1%, 
1918,  for  delivery  during  March : 

Wilson—  , 

Fresh 18.32 

Frozen 18.72 

Swift- 
Fresh 18.90 

Frozen 19.40 

Armour — 

Fresh 19. 25 

Frozen ^ 19.98 

I.  Frank — 

Fresh 19.50 

Frozen 19.70 

Provisions  and  clothing  depot,  East  River  fleet  Brooklyn,  N.  Y. : 

Wilson 19.85 

Swift , 19. 14 

Armour ^ 20. 73 

Dnlany,  Tuller  &  Spltter 19.80 

L  Frank , 19. 50 

United  States  Navy  Yard,  Boston  (Bids  opened  March  20,  1918.  for  de- 
livery during  last  10  days  in  March)  : 

Wilson 19.95 

Cudahy 20.26 

Armour 20. 47 

Swift u - 19. 88 

Blackstone  Supply  Ck) 19. 20 

New  York  City  institutions,  New  York,  N.  Y.  (bids  opened  Mar.  29,  1918, 
for  delivery  during  April,  May,  and  June) : 

Wilson 20.88 

Swift - 20.75 

Armour 20. 97 

Murray 18. 10 

Strauss » 19. 44 

State  Penitentiary,  McAlester,  Okla.  (bids  opened  Apr.  2, 1918,  for  deliv- 
ery during  month  of  April) : 

Armour . •• 16:95 

Swift -• IT.  52 

Cudahy 18. 00 

BiorrlB 1».31 

Wilson 18.85 

National    Home   for   Disabled    Volunteer    Soldiers,   Togus,    Me.    (bids 
opened  Apr.  22,  1918,  for  delivery  during  month  of  May) : 

Wilson 25.40 

Swift 25. 25 

Armovf 24.87 

Mississippi  River  Commission,  Memphis,  Tenn.   (bids  opened  Apr.  24, 
1918,  for  delivery  during  month  of  May) : 

Wilson 1J$0 

Swift ^-  ^ 

Armour 22. 00 

Dold 20. 00 

United  States  Engineers,  Memphis,  Tenn.  (bids  opened  Apr.  25,  1^18. 
for  delivery  during  month  of  May) :  -.^  ka 

Wilson 1^.50 

Swift 22. 95 

Dold - -iW.  uu 

Armour 22. 38 

New  York  City  InsUtutlons,  New  York  City,  N.  Y.  (bids  opened  Nov.  11. 
1918,  for  delivery  during  month  of  December) : 

Wilson ^'^ 

Murray f J-  ^ 

Greenbaum J^-g; 

Strauss ^^'  "^ 
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Unlt^  States  Marine  Corps,  Parfs  Island,  S.  C.  (bids  opened  Nor.  15, 
1918,  for  delivery  during  month  of  December) : 

Wilson 24.80 

Morris _  25.45 

N«w  York  State  Hospital  Commission,  Albany,  N.  Y. : 

Bids  ()|)ened  Oct.  29,  1918,  for  delivery  during  month  of  Xovem1>er — 

Strauss 23.74 

Wilson 27.15 

Oold 26.85 

Cudahy 27.25 

Bids  opened  Nov.  26, 1918,  for  delivery  during  month  of  I>ecember — 

Cudahy 25. 60 

Morris 25.78 

Armour 24.30 

Hold 36.85 

WIlHon 25.90 

New  York  (Uty  institutions.  New  York  Clt>'  (bids  opened  Dec.  21  for  de- 
livery during  month  of  Jan.,  1919) : 

Wilson 24.00 

Murray 20.70 

Qreenbaum 20.90 

Strauss 19.08 

Armour 26. 50 

Isaacs 21.60 

New  Jersey  Institutions,  Trenton,  N.  J.  (bids  opened  Dec.  28  for  dellverj 
rduring  Jan.,  Feb.,  and  Mar.,  1918) : 

Wilson 2a  2.% 

Swift 26.76 

Armour .  ___     25.00 

Kftst  River  fleet  P.  &  C.  <leiK>t,  Brooklyn,  N.  Y.  (bids  opened  Dec.  15  for 
delivery  doring  January) : 

WllRon... 25.44 

Swift 25.31 

I.  Frank 24.50 

Armour^ 2.5.75 

Morris 2.5.00 

United  States  Soldiers*  Home,  Washington,  D.  C.  (bids  opened  Dec.  20 
for  delivery  during  month  of  January,  1919) : 

Cudahy 26.50 

Morris 28.895 

Swift 24.85 

United  States  Marine  Corps,  Paris  Island,  S.  C.  (bids  opened  Dec.  15  for 
delivery  during  the  month  of  January,  1919) : 

Wilson 25.89 

Armour  ___    27.25 

Third  District  Naval  Force,  PeUiani  Bay,  N.  Y.  (bids  opened  Dec  18  for 
delivery  during  month  of  January) : 

Armour   24. 85 

I.  Frank 22,75 

Conron a 22.50 

Unltiftl  States  Navy.  Boston,  Mass.    (bids  opened  Dec.  30  for  delivery 
during  month  of  January) : 
Wilson — 

Fresh   ._.   — 24.98 

Froasen   .   26.00 

Swift- 
Fresh— 25.60 

Frozen _«-    26.20 

Blackstone    (fresh). -. ^ 24.96 

Armour — 

Fresh   2S.48 

Frozen   _ 26.48 

Morris — 

Fresh   25.09 

Frozen   26. 
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United  States  Navy,  Boston,  Mass. — Oontinned. 
Oodahy — 

Fresh  26. 46 

Frozen  2a  81 

New  York  State  Hospital  Ck>mml88ion,  Albany,  N.  Y.  (bids  opened  Jan. 
28  for  delivery  during  month  of  February  to  Brooklyn  State  Hospital) : 

Cudahy   27. 11 

Swift 26. 71 

Armour 27. 89 

Strauss 23. 41 

Conron 23.70 

Dold ^.  25.60 

Wilson  27. 90 

United  States  Soldiers'  Home,  Washington,  D.  G.  (bids  opened  Jan.  22 
for  delivery  during  month  of  February,  1919) : 

Armour   ;. 16. 47 

Cudahy 25. 70 

Morris 25.73 

Swift 25.55 

First  naval  district.  New  London,  Conn,  (bids  opened  Jan.  27  for  deliv- 
ery during  month  of  February,  1919) : 

Wilson 25. 89 

Armour 27. 05 

Swift 27.  71 

United  States  Navy,  Boston,  Mass.  (bids  opened  Jan.  15  for  delii^ery  dur- 
ing month  of  February,  1919) : 
Wilson- 
Fresh 24. 90 

Frozen 25.90 

Armour- 
Fresh 28. 70 

Frozen 29. 98 

Blackstone   (fresh) 27.80 

OQdahy — 

Fresh 27.00 

Frozen 27. 88 

Swift- 
Fresh 27.71 

Frozen 27. 71 

United  States  Marine  (Torps,  Paris  Island,  S.  G.  (bids  opened  Jan.  15  for 
delivery  during  month  of  February,  1919) : 

Macon  Packing  Co 24. 00 

Wilson 25.82 

Morris 28. 05 

Swift 28 .05 

United  States  Marine  Corps,  Quantico.  Va.  (bids  opened  Jan.  21  for  deliv- 
ery during  month  of  February,  1919) : 

Swift 28. 21 

Armour 29. 48 

Morris 27. 34 

Cudahy 28. 60 

P.  &.  C  depot,  Brooklyn,  N.  Y.,  Bast  River  Fleet  (bids  opened  Jan.  15 
for  delivery  during  month  of  February,  1919) : 
Wilson- 
Fresh 25. 98 

Frozen 26. 7S 

Swift- 
Fresh 27.71 

Frozen 27.96 

Armour — 

Fresh 27.  70 

Frozen 28. 98 

Morris — 

Fresh 26. 84 

Frozen 27. 49 
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P.  &  C.  depot,  Brooklyn,  N.  Y.,  East  lilver  Fleet — Contlnned. 

I.  Prank  (fresh) 2a  00 

Dullaney    (fresh) 29.00 

rnited  States  Nnval  Training  Station.  Great  Lakes,  Itl.   (bids  qpened 
Jan.  25  for  delivery  during  month  of  F^ruary,  19193  : 

Armour _* * 20.74 

Swift 20. 07 

Morris 20. 40 

United  States  Navy,  Philadelphia  (bids  opened  Jan.  27  for  deflivery  dur- 
ing month  of  February,  1919) : 
Wilson- 
Fresh 2&  80 

Frozen • 27.00 

Swift- 
Fresh 27. 41 

Frozen 2S.  00 

Armour — 

Fresh 27.  SO 

Frozen ^ 27. 00 

Gudahy — 

Fresh 20. 21 

Frozen 20. 41 

Martin — 

Fresh ^ 24. 20 

Frozen .. 24.  TO 

Illinois  State  institutions,  Springfield,  111.  (bids  opened  Jan.  4  for  deliv- 
ery during  January,  February,  and  Biarch) : 
Gudahy — 

Beef  fores 18.00 

Beef  hinds 21«2S 

Armour — 

Beef  fores 10. 00 

Beef  hinds 21.60 

Swift- 
Beef  fores lOL  50 

Beef  hinds 2a  00 

Wilson— 

Beef  fores 20.20 

Beef  hinds 28.20 

Fleet  supply  base.  Brooklyn,  N.  T.  (bids  opened  Jan.  OO  for  delivery  on 
board  V.  S.  S.  Glacier  between  Feb.  1  and  Feb.  10,  1919)  : 
Fresh  frozen  beef — 

Wilson 27.18 

1(X),000  pounds 27.48 

100.000  pounds—- 27.  OJ 

90,000  pounds 27.00 

Swift 27. 00 

Armour 28^  24 

Cudahy 2&14 

Cln.  Abt 28. 90 

Morris 28. 40 

Fleet  supply  base,  Brooklyn,  N.  T  (bids  opened  Jan.  81  for  delivery  dnrtng 
month  of  February,  1919,  to  Union  Terminal  Cold  Storage  Co.,  Jersey 
City,  N.  J. ) : 
Fresh  frozen  beef — 

Wilson 27.88 

Swift  .1 27. 50 

Armour , 28. 21 

Morris 28. 00 

The  foregoing  comi>etitive  sealed  bids  requested  by  Congressman  Parker  of 
New  Jersey  are  our  complete  records  covering  the  period  shown,  and  I  submit 
that  an  Insiiection  of  the  figures  fully  Illustrates  the  eompetltlon  exisdoc  Hi  the 
Bale  of  our  products. 
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cohmittre  on  interstate  and  foreign  comicerce, 

House  of  Representatives, 

Friday  y  JamMry  2ij  1919.    • 

The  coBunittee  met  at  10^  o'eloek  a.  m.,  Hon.  Thetus  W*  Sims 
(diairaHti]^)  presiding. 

fllATBMSNT  or  KB.  LOUIS  F.  SWIFT,  PKESISENT  OF  SWIFT  ft  C0.» 

CHICAOO,  HL.— Besuaied. 

The  Chairman.  The  eommittee  will  come  to  order.  Mr.  Dillon,  I 
believe  you  are  next  in  the  order  of  the  call,  and  you  may  proceed  and 
ask  sach  questions  as  you  may  think  proper  of  Mr.  Swift. 

Mr.  DnxoN.  Mr.  Swift,,  are  you  a  direetor  or  stockholder  in  any  of 
the  stoekyards  or  all  of  them,  where  you  have  stockyards? 

Mr.  Swirr.  That  varies.  I  think  I  am  a  director  itt>  the  St.  Joseph 
stocky arda;  I  helieTe  I  am  also  in  the  St  Paul.  I  am  not  a  director 
in.  the  Fort  Worth  stockyards. 

Mr.  I>iiii>K.  Your  brother  is  ? 

Mr.  SwnT.  Yes;  my  brother  is. 

Mr.  Dizxon:  Either  you  or  your  brother  or  the  Swift  interests  is 
represented  on  the  directorate  Ward  of  all  the  stoekyards  where  you 
are  dealing! 

Mr.  Swift.  No,  sir ;  not  wholly. 

Mr.  Dillon.  Would  you  not  say  substantial^  all  of  them  ?  I  make 
ny  question  general. 

Mr.  Swift.  Practically ;  yes,  sir. 

Mr.  DnxON.  Now,  something  has  been  said  about  newspaper  publi- 
cations. Are  you  or  your  brothers  on  the  directorate  board  of  those 
publications,  or  any  of  them  ? 

Mr.  Swift.  Of  the  stock  papers? 

Mr.  Dillon.  Yes. 

Mr.  SwjFT.  I  want  to  explain  about  these  stock  papers  at  the  dif- 
ferent stockyards.  They  seem  to  be  a  necessity,  the  same  as  the 
haBk&  and  the  cattle*loan  companies.  There  is  no  particular  benefit 
or  profit  in  those  newspapers,  or  stock  papers,  1  will  call  them. 
There  are  just  as  many  that  lose  money  as  there  are  that  make  money, 
and  we  had  no  desire  to  be  interested  in  these  papers,  and  we  only 
did  it  from  the  point  of  necessity,  and  we  have  gradually  sold  them 
out  or  got  rid  of  them  as  far  as  we  could. 

Mr.  Dillon.  The  point  I  make  about  that  is  that  these  papers,  by 
reason  of  your  interests  being  on  the  board  of  directers^  become  re- 
sponsive  to  your  purposes  and  objects. 

Mr.  Swift.  We  are  not  on  the  board  of  directors  of  any  of  the 
stockyard  papers.    You  see,  that  would  be  a  very  small  matter. 

Mr.  Dillon.  I  understand  that 

Mr*  SwUT.  And  while 

Mr.  DiLLON;.  But  the  Swift  brothers  are  stockholders  in  numerous 
publications  ? 

Mr.  Swirr.  More  or  less  of  them,  and  in.  some  cases  the  stoekyardF 
owns  them ;  but  we  do  not  give  it  any  attention.  The  policy  of  the 
papers  or  what  they  print  has  no  attention  of  oura 

Mr.  Dillon.  I  eoncede  all  that;  and  you  have  other  business  t<^ 
attend  to ;  but  the  point  I  make  is  that  the  purposes  of  the  papor  be* 
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come  interested  in  your  line  of  business  by  reason  of  3'our  connection 
with  the  paper. 

Mr.  Swift.  But  we  get  rid  of  these  papers  as  fast  as  we  can.  We 
just  sold  our  entire  interest  in  the  St.  l^aul  stockyards  paper. 

Mr.  DhiLon.  Now,  I  have  a  good  many  questions  to  as  you,  and 
we  will  move  on  as  rapidly  as  possible.  You  or  your  brothers  are 
stockholdei^s  in  town-site  development  or  improveitient  oompanieB 
where  lots  are  sold  or  business  conducted  in  these  packing  centers! 

Mr.  Swift.  There  are  one  or  two  cases  where  we  have  an  owner^ 
ship  in  a  town-site  company,  and  we  are  represented  indirectly  in 
.  the  directorship.    Can  I  explain  what  a  town-site  company  ist 

Mr.  DnjiON.  Yes. 

.  Mr.  Sw^FT.  When  we  pick  up  with  a  stockyards  like  St.  Paul  or 
Fort  Worth  the  local  people  there  say,  ^^  Now,  here ;  you  folks  are 
going  to  enlarge  this  packmg  house  and  you  will  need  a  lot  of  men, 
and  there  is  no  place  for  them  to  live."  80  it  seems  to  be  a  neoentj 
that  we  go  and  buy  some  land  and  subdivide  it  and  split  it  up  tor 
them  and  sell  them  the  lots  on  credit  and  then  build  houses  for  them 
and  sell  them  the  houses  on  credit. 

Mr.  DUiLON.  Are  you  or  your  brothers  directors  or  stockholders  in 
anv  cattle-loan  companies  at  thesie  packing  centers  f 

Mr.  Swift.  We  own  stock  in  these  cattle-loan  companies,  the  same 
as  we  do  in  the  banks.  We  are  not  necessarily  on  tiie  board  of  direo- 
tors,  but  our  representatives  are. 

Mr.  DiixoN.  Are  you  a  director,  or  are  any  of  your  brothers 
directoi*s  or  stockholders  in  any  of  the  Chicago  banks  f, 

Mr.  Swift.  I  am  a  director  m  the  National  Bank  of  the  Republic 
at  Chicago. 

Mr.  Dillon.  And  what  other  banks  in  Chicago? 

Mr.  SwnT.  Myself? 

Mr.  Dillon.  Yes. 

Mr.  Swift.  A  bank  at  the  stockyards  on  Halstead  Street 

Mr.  Dillon;  Wliat  is  the  name  of  it? 

Mr.  Swift.  The  Stock  Yards  National  Bank,  I  think.  My  brother 
is  a  director  in  the  Drovers'  National  Bank,  on  Halstead  Street,  just 
across  the  street. 

Mr.  Dillon.  Now,  just  name  the  banks. 

Mr.  Swift.  My  brother  is  a  director  in  the  Drovers'  National 
Bank. 

Mr.  Dillon.  What  other  banks? 

Mr.  Swift.  What  other  banks? 

Mr.  Dillon.  I  mean  in  Chicago. 

Mr.  Vfxder.  What  other  banks  is  the  brother  a  director  in  t 

Mr.  Dillon.  Yes.  I  am  asking  about  you  and  also  your  brother, 
to  show  your  connection  with  the  banks  in  Chicago. 

Mr.  Swift.  First,  I  wi]l  give  you  all  the  banks  I  am  a  director  in. 
The  National  Bftnk  of  Republic  and  the  Stock  Yards  National  Bank 
on  Halstead  Street.  That  is  two.  Now,  my  brother  is  a  director  in 
the  Drovers'  National  Bank — ^no;  not  in  the  Drovers'  National  Bank 
but  in  the  National  Live  Stock  Bank,  in  the  stockyards,  and  the 
Fort  Dearborn  National  Bank,  downtown,  and  the  Hlinois  Trust 
Bank,  downtown.  I  made  a  mistake  before  in  saying  that  he  is  a 
director  in  the  Drovers'  Bank ;  he  is  not. 
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Mr.  DnxoN.  Now,  your  other  brothers? 

Mr.  Swift.  No,  sir;  they  are  not  in  any  banks. 

Mr.  Dillon.  Now,  you  nave  named  all  the  banks  in  which  you  or 
your  brothers  are  directors? 

Mr.  Swift.  Yes,  sir;  so  far  as  I  can  recall. 

Mr.  Dillon.  Are  you  stockholders  in  other  banks  than  those? 

Mr.  Swift.  In  Chicago? 

Mr.  Dillon.  Yes. 

Mr.  Swift.  Here  and  there  we  may  have  a  hundred  or  two  hundred 
shares  of  stock  in  different  banks,  but  it  amounts  to  nothing. 

Mr.  Dillon.  Are  you  directors  or  stockholders  in  these  banks  at 
the  packing  centers — I  mean  at  the  stockyard  centers? 

Mr.  Swift.  Not  as  a  rule,  because  we  could  not  give  it  attention 
or  attend  the  meetings;  but  we  have  a  representation  corresponding 
with  the  stock  that  we  own.    We  are  represented.  ^ 

Mr.  Dillon.  Now,  wherever  you  are  dealing  in  live  stock  in  any 
of  these  western  cities  you  establish  a  stockyards  bank? 

Mr.  Swift.  As  a  rule;- yes,  sir. 

Mr.  Dillon.  And  that  bank  is  located  ri^ht  at  the  stockyards  and 
does  not  contemplate  doing  commercial  business.    Is  that  right? 

Mr.  SwiPT.  Practically. 

Mr.  Dillon.  Now,  these  banks  are  located  at  the  stockyards  or 
formed  for  the  purpose,  I  take  it,  of  furnishing  loans  to  the  feeders 
of  stock  and  to  handle  the  local  business? 

Mr.  Swift.  Yes,  sir;  and  they  have  cattle  loan  companies  as  an 
adjunct,  which  helps  facilitate  that  matter. 

Mr.  Dillon.  Now,  take,  for  instance,  the  one  at  Sioux  City,  which 
is  near  to.  my  place  of  residence.  Do  these  banks  loan  direct  to 
farmers  who  are  feeders,  or  do  they  hold  cattle  paper  through  local 
banks  ? 

Mr.  Swift.  Both  ways.  They  would  probably  loan  direct  to  the 
largest  of  the  feeders,  but  in  the  majority  of  cases,  I  think,  it  might 
come  through  the  local  banks. 

Mr.  Dillon.  Those  local  banks  will  take  chattel  mortgages  upon 
the  cattle  that  are  being  fed,  and  they  will  send  that  chattel  paper 
to  the  bank  located  at  the  shipping  center? 

Mr.  Swift.  Yes,  sir.  ' 

Mr.  Dillon.  And  then  it  is  carried  by  that  local  bank. 

Mr.  Swift.  They  have  to  indorse  it,  guarantee  it,  and  then  they 
have  to  go  out  and  sell  it  to  other  people.  They  have  not  capital 
enough 

Mr.  Dillon.  That  is  just  the  point. 

Mr.  Swift  (continuing).    To  hold  it  on  hand.> 

Mr.  Dillon.  Where  do  these  banks  get  their  money  to  operate  on — 
do  they  get  it  from  the  commission  men  and  the  employees  and  your- 
selves, and  those  interested  in  the  buying  of  stock.    Is  that  right? 

Mr.  Swift.  The  first  thing  they  get  money  from  the  stockholders 
when  they  sell  tiie  stock  to  the  stockholders.  That  gives  them  the 
working  capital, 

Mr.  Dillon.  Now,  where  do  they  get  their  deposits  ? 

Mr.  Swift.  From  the  commission  men  and  business  houses  in  the 
locality  of  their  bank. 

Mr.  Dillon.  Now,  take  a  feeder,  for  instance,  in  my  country  in 
South  Dakota,  and  he  requires  a  large  sum  of  money  to  feed  his 


Stock  and  to  fatten  them  for  the  mai^et,  a  chattel  mortgage  is  upon 
his  stock ;  does  not  that  place  in  the  hands  of  this  bank  the  power  to 
force  shipments  when  they  want  themf 

Mr.  Swift.  It  does  not. 

Mr.  Dillon.  Suppose  that  paper  becomes  due  or  that  chattel  mort- 
gage becomes  due.  have  you  not  the  right  to  say  that  you  wiU  not 
extend  it? 

Mr.  SwiPT.  Naturally ;  that  is  true  of  all  notes  that  become  due. 

Mr.  Dillon.  Therefore  yoa  say,  ^I  will  not  extend  your  paper. 
You  must  pay  it  or  dispose  of  your  stodr.*' 

Mr.  Swift.  Whjr  would  we  treat  a  customer  in  that  way  if  he 
wanted  us  to  carry  himf 

Mr.  Dillon.  I  am  not  going  into  that  question. 

Mr.  Swift.  Yes;  but 

Mr.  Dillon  (interposing).  I  am  simply  going  into  the  question  of 
power  which  is  in  the  possession  of  these  stockyards  banks. 

Mr.  Swift.  Yes;  but,  Mr.  Dillon,  when  a  man  made  out  his  note 
and  his  chattel  mortgage,  he  arranged  the  date  at  the  time  he  wants 
to  market  that  live  stock,  and  he  would  always  have  an  option  of  a 
few  weeks,  and  that  is  a  part  of  the  arrangement,  to  have  the  stuff 
fed  and  ready  to  go  to  the  market  at  a  certain  data  That  is  all  in 
his  plan. 

Mr.  Dillon.  Now,  Mr.  Swift,  I  am  not  assuming,  and  neither  do  I 
pei*^onany  think  that  these  banks  would  do  these  things,  but  I  am 
reac*hing  the  question  of  power  if  there  were  a  dispositon  to  do  it. 

Mr.  Swift.  In  the  first  place,  this  mortgage  or  the  note  does  not 
provide  any  destination  that  these  cattle  have  to  be  marketed  in. 
They  do  not  have  to  go  to  any  certain  stockyards.  They  can  go  any- 
where. 

Mr.  Dillon.  Suppose  the  cattle  reach  the  Sioux  Citj  market  with 
a  mortgage  upon  them  held  by  the  Stockyards  National  Bank  of 
Hioux  City,  is  it  not  in  the  power  of  that  bank  to  prevent  a  shipment 
to  another  market  t 

Mr.  Swirr.  They  have  never  exercised  anything  of  that  kind. 

Mr.  Dillon.  But  they  have  that  power. 

Mr.  Veeder.  Power  to  prevent  reshipment  from  Sionx  City  ? 

Mr.  DiUiON.  Yes;  to  prevent  reshipment. 

Mr.  Swift.  No,  sir;  the  control  of  Uie  cattle  is  in  the  owner's  hand? 
at  all  times. 

Mr.  DoLON.  Yes;  but  he  could  not  leave  Sioux  CStv  with  those 
cattle  without  the  consent  of  the  holder  of  his  paper,  could  he  t 

Mr.  Swift.  They  always  give  that  consent. 

Mr.  Dillon.  I  am  not  inquiring  whether  they  would  give  it  or  not, 
but  I  am  reaching  the  question  of  power  of  that  Stockyards  National 
Bank  of  Sioux  Citv  to  prevent  the  shipment  of  those  cattle  on  to 
Kansas  City  or  to  Omaha. 

Mr.  Swirr.  In  the  first  place,  Mr.  Dillon,  this  is  not  the  only  bank 
in  Sioux  City.  There  may  be  eight  or  ten  banks  there.  Now,  if  the 
bank  shoulddemand  payment  on  the  note,  the  owner  of  these  cattle 
would  have  an  opportunity  to  have  the  loan  taken  up  by  one  of  these 
other  banks  in  Sioux  City.*  if  he  did  not  want  to  ship. 

Mr.  Dillon.  Yes;  but  those  banks  do  not  deal  in  cattle  paper. 
Mr.  Swift.  Oh.  vo? :  thev  do.  mont  of  them. 
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Mr.  Dillon.  Possibly,  they  do.  How  many  subsidiary  companies 
have  yonf 

Mr.  SwDT.  Swift  &  Co.  ? 

Mr.  Dillon.  Yes. 

Mr.  Swift.  I  do  not  know.    I  have  not  got  the  number. 

Mr.  Dillon.  Can  you  approximate  it? 

Mr.  Veesver.  I  would  say  six  or  eight  important  ones  and  quite  a 
number  of  minor  ones. 

Mr.  Swift.  Is  that  satisfactory  t 

Mr.  Dillon.  I  did  not  hear  that. 

Mr.  Swift.  There  are  six  or  ei^t  important  ones  and  perhaps 
more  of  the  smaller  or  minor  ones. 

Mr.  Dillon.  Yesterday  you  said,  if  I  understood  you  correctly, 
that  the  Swift  family  did  not  own  the  controlling  stock  in  this  cor- 
poration. 

Mr.  Swift.  That  is  right. 

Mr.  Dillon.  Do  you  mean  by  that  answer  to  exclude  the  treasury 
stock  that  is  outstanding  which  is  within  your  control  ? 

Mr.  Swift.  No  ;  that  is  not  outstanding. 

Mr.  Dillon.  It  is  in  the  treasury! 

Mr.  Swift.  Yes,  sir. 

Mr.  Dillon.  In  making  that  statement,  you  do  not  take  that  into 
consideration  i 

Mr.  Swift.  I  do  not  figure  that.  I  figure  that  as  being  in  the  treas- 
ury and  not  outstanding. 

Mr.  Dillon.  Now,  will  you  say  that  the  Swift  brothers  and  their 
bank  connections  do  not  control  the  stock  of  the  Swift  Packing  Co., 
in  Chicago  ? 

Mr.  Swift.  I  do  not  know  what  you  mean  by  control.  We  do  not 
own  a  majority. 

Mr.  Dillon.  Yes. 

Mr.  Swift.  If  our  friends  and  acquaintanceships  of  20  or  30  years' 
standing,  if  they  follow  us  and  vote  with  us,  if  you  call  that  a  con- 
trol, of  course 

Mr.  Dillon  (interposing).  You  do  not  intend  that  this  plant  shall 
get  away  from  you,  and  therefore  you  and  your  friends  control 
the  stocK.  That  is  the  reason  for  ray  question,  and  I  take  that 
to  be  true. 

Mr.  Swift.  We  do  not  own  a  majority.  The  Swift  family,  broth- 
ers and  sisters  and  mothers  and  children,  do  not  own  a  majority  of 
the  stock.  Now,  as  to  who  our  friends  are,  and  how  long  they  are 
^oing  to  vote  with  us  and  keep  us  in  office  and  all  tliat,  I  do  not 
know  about  the  future.    I  can  only  judge  about  the  past. 

Mr.  Dillon.  They  have  been  rather  loyal  in  the  past?' 

Mr.'  Swift.  Pretty  gpod ;  yes,  sir. 

Mr.  Dillon.  Now,  m  this  statement  which  was  presented  yes- 
terday, that  does  not  include  your  South  American  holdings  and 
it  does  not  include  your  foreign  holdings,  do^  it? 

Mr.  Swii-TT.  The  business  of  Swift  &  Co.  in  South  America  and 
Australia  has  been  separated  from  Swift  &  Co.  Everything  else 
that  Swift  &  Co.  has  got  is  in  this  statement. 

Mr.  Dillon.  The  Australian  business  is  under  a  separate  corpora- 
tion, is  it? 
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.  Mr.  Swift.  The  Australian  business  and  all  the  business  in  South 
America  is  in  a  company  called  Swift  International,  and  that  has 
been  segregated  from  Swift  &  Co.  in  the  same  manner  that  I  ex- 
plained yesterday  about  Libby. 

Mr.  DiujON.  So,  your  activities  are  confined  to  Swift  &  Co.  in  the 
United  States^  with  its  foreign  shipments  from  the  United  States; 
and,  in  addition  to  that,  the  International  Co.  takes  in  Australia 
and  South  America;  am  1  right  in  that  statement? 

Mr.  Swift.  I  would  like  to  hear  that  repeated. 

(The  stenographer  read  the  pending  question,  as  follows:) 

Mr.  Dillon.  So,  your  activities  are  confined  to  Swift  i\:  Co.  in  tiie  I'nited 
States,  with  its  foreign  shipments  from  the  United  States;  and,  In  addition 
to  that,  the  International  Co.  taltes  in  Australia  and  Soutli  America :  am  I 
right  in  that  statement? 

Mr.  Swift.  My  activities  are  all  confined  to  this  parent  compainy 
of  Swift  &  Co.,  of  Illinois.  Now,  I  am  a  stockholder  in  the  Swift 
Inte'rnational. 

Mr.  Dillon.  Now,  as  to  the  Swift  International,  do  you  and  your 
brothers  and  your  friends  hold  the  controlling  interest  in  the  Swift 
International?    That  will  make  it  short. 

Mr.  Swift.  The  Swift  family  do  not  own  a  majority  of  the  stock 
of  the  Swift  International. 

Mr.  Dillon.  Now,  how  about  your  friends? 

Mr.  Swift.  As  to  who  our  friends  are  and  how  many  there  are 
and  how  long  they  are  going  to  be  friends,  that  is  all  problematical. 

Mr.  Dillon.  Well,  the  conditions  there  are  about  the  same  as 
with  the  United  States  corporation,  are  they  not? 

Mr.  Swift.  Oh,  the  United  States  corporation  used  to  own  the 
Swift  International,  and  we  segi*egated  tnis  Australian  and  South 
American  business  among  the  same  stockholders. 

Mr.  Dillon.  Among  the  same  stockholders? 

Mr.  Swift.  Yes. 

Mr.  Dillon.  In  this  country? 

Mr.  Swift.  They  were  in  the  beginning.  It  is  changing  more 
or  less. 

Mr.  Dillon.  Now,  I  will  ask  you  for  a  direct  answer  to  this  ques- 
tion, whether  the  Swift  familj  and  their  friends  do  not  oontrol  the 
policies  of  the  Swift  International  ? 

Mr.  SwiPT.  Practically,  yes:  up  to  the  present  tima 

Mr.  Dillon.  How  does  the  ousiness  that  is  done  by  the  Swift  In? 
temational  compare  in  quantity  with  the  United  States  corporation  t 

Mr.  Swift.  My  assistant  here  has  suggested  an  addition  to  the  last 
answer.    Can  I  have  that  incorporateoT 

Mr.  Dillon.  Yes;  sure. 

Mr.  Swift.  Through  their  ownership  in  the  stock  as  stockhplden 
and  their  power  to  elect  the  directors  and  officers  of  the  company. 

Mr.  Veeder.  No;  the  answer  should  be  through  the  power  or  the 
stockholders  of  the  company,  all  of  them,  through  the  fact  that  the 
stockholders  of  the  company  have  continued  to  dect  members  of  tiie 
Swift  family  as  managing  officers  of  the  company,  they  have  con- 
trolled the  activities  of  the  company. 

Mr.  Dillon.  I  will  ask  to  hare  the  question  read. 
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(The  stenographer  read  as  follows:) 

Mr.  DnxoN.  How  does  the  business  that  Is  done  by  the  Swift  International 
compare  in  quantity  with  the  United  States  corporation? 

Mr.  Swift.  It  is  smaller. 

Mr.  Dillon.  How  much  smaller? 

Mr.  Swift.  Somewhere  around  15  per  cent  as  much. 

Mr.  Dillon.  Armour  &  Co.  also  are  doing  business  in  a  like  manner 
in  Australia  and  South  America  f 

Mr.  Swift.  I  do  not  think  they  have  any  plant  in  Australia.  They 
have  a  plant  in  South  America. 

Mr.  Dillon.  Do  you  hold  any  stock  in  the  Armour  plant  in  South 
America  ? 

Mr.  Swift.  Not  a  dollar. 

Mr.  Dillon.  Do  they  hold  any  in  yours? 

Mr.  Swift.  Not  a  dollar  that  1  know  of.  If  they  have  gone  on  the 
market  and  bought  stock — ^they  are  not  stockholders  of  record,  aiid 
I  know  nothing  abut  it. 

Mr.  Dillon.  Do  any  of  the  remaining  five  packing  companies  have 
conipanies  in  South  America  or  AustriQia? 

Mr.  SwijT.  Tes.  sir. 

Mr.  Dillon.  Wnat  other  companies? 

Mr.  Swift.  I  think  all  of  them  except  Cudahy.  I  do  not  think  he 
has  any. 

Mr.  Dillon.  Do  you  have  any  conferences  with  these  other  four 
packers  about  the  policy  of  your  business  in  South  America  or 
Australia  ? 

Mr.  Swift.  No,  sir. 

Mr.  Dillon.  It  is  not  important  enough  to  have  any  conferences, 
with  them? 

Mr.  Swift.  We  had  conferences  with  them  two  or  three  years  ago 
about  freight  space  and  things  like  that,  but  recently,  since  the  be- 
ginning of  the  war  between  England  and  Germany,  that  freight 
space  has  all  been  taken  out  of  our  hands,  so  there  have  been  no  con- 
ferences in  that  respect,  because  that  is  all  handled  by  the  English 
Government. 

Mr.  Dillon.  Now,  I  notice  from  your  financial  statement  that 
your  distributive  sales,  domestic  and  foreign,  were  over  $1^00,000,000, 
and  you  also  state  that  *^  the  effect  of  these  high  prices  is  shown  by 
our  payments  of  $682,000,000  to  live-stock  raisers  during  1918.'' 
Now.  you  require  a  great  deal  of  money,  I  take  it,  to  operate  your 
Soutn  American  plants  or  holdin^^  and  your  Australian  holdings  and 
your  corporate  interests  in  the  Imited  States  ? 

Mr.  Swift.  Yes,  sir. 

Mr.  Dillon.  Have  you  any  corporate  interest  in  any  packing  insti- 
tutions in  England,  France,  or  any  foreign  country  other  than  those 
named? 

Mr.  Swift.  Only  inasmuch  as  we  have  markets — distributive  mar- 
kets— ^in  England.  They  belong  to  Swift  &  Co.,  the  parent  corpo- 
ration. 

Mr.  Dillon.  The  parent  company  owns  those  ? 

Mr.  Swipp.  Yes,  sir. 

Mr.  Dillon.  Now,  you  have  to  borrow  large  sums  of  money,  I 
take  it,  from  time  to  time?    By  that  I  mean  the  Swift  holdings. 
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Mr.  Swift.  Yes,  sir.    I  wouM  like  to  t«Il  you  how  mvch  we  bonow. 

Mr.  Dillon.  Yes ;  I  would  like  to  get  that. 

Mr.  Swift.  At  tiKi  time  this  statement  waa  made  out,  Noyenbar  2« 
1918,  it  was  $120,000,000. 

Mr.  DiLLOM.  How  muchf 

Mr.  Swift.  A  hundred  and  twenty  miUion  and  odd  dollars. 

Mr.  DxLU>w.  What  woidd  you  say  the  yearly  average,  in  subaliin* 
tial  or  approximate  figures,  of  your  Dorrowed  ci^pital  would  bet 

Mr.  Swift.  For  5  or  10  years  t 

Mr.  Dillon.  That  ia»  outside  of  your  bond  issues. 

Mr.  Swift.  For  5  or  10  years  t 

Mr.  Dillon.  Oh,  no;  during  the  last  two  or  three  years.  I  want 
that  very  general. 

Mr.  Swift.  Oh,  it  might  be  seventy-five  or  eighty  million  doDwu 

Mr.  Montague.  Per  annum  t 

Mr.  Swift.  The  average ;  yes,  sir. 

Mr.  Montague.  Per  annum? 

Mr.  Swift.  The  average;  ves. 

Mr.  Dillon.  Now,  where  do  you  «t  that  borrowed  money  f 

Mr.  Swift.  We  issue  notes  simra  by  the  treasurer  and  the  presi- 
dent of  the  company  and  we  sell  them  on  the  street  to  anybody  who 
will  buy  them. 

Mr.  Dillon.  I  mean  by  that,  you  sell  them  at  the  banks,  do  you 

BOtf 

Mr.  Swift.  Not  necessarily.  Tliere  are  brokers  who  handle  them. 
We  have  to  go  through  brokers  or  get  it  in  any  way  we  can  get  it. 

Mr.  Dillon.  In  any  way  you  can  get  it? 

Mr.  Swift.  Yes,  sir. 

Mr.  Dillon.  Now,  take  the  National  Bank  of  Kepublic  in  Chicago; 
you  are  a  director  in  that  bank  ? 

Mr.  Swift.  Yes,  sir. 

Mr.  Dillon.  Do  you  know  what  other  packers  are  interested  in 
that  bank? 

Mr.  Swift.  I  do  not  think  there  are  any  others,  with  tlie  possible 
exception  of  Mr.  Joseph  Cudahy.  He  is  a  director,  but  he  is  not  con- 
sidered as  being  in  the  packing  business.  He  has  resigned  from  the 
packing  business  and  runs  the  Sinclair  Oil  Co.  as  vicepresident* 

Mr.  DiLTiON.  Now«  the  South  Side  State  Bank  of  Chicago,  you  are 
interested  there  and  upon  the  directorate? 

Mr.  S^orr.  I  do  not  think  so. 

Mr.  Dillon.  Nor  as  a  stockholder? 

Mr.  Swift.  T  do  not  think  so.    I  do  not  recall  that  bank. 

Mr.  Dillon.  The  Live  Stock  Exchange  National;  you  are  inter- 
eeled  in  that? 

Mr.  Swift.  Yes. 

Mr.  Dillon.  Now,  what  other  packer  is  interested  in  that  bankf 

Mr.  Swift.  I  think  Mr.  Armour  and  Mr.  Morris  have  stock  in  that 
bank. 

Mr.  Dillon.  Now.  take  the  Stock  Yards  Savings  Bank  of  Chicago^ 
you  are  interested  in  that? 

Mr.  Swift.  Yes,  sir. 

Mr.  Dillon.  What  other  packer  is  interested  in  that  bank? 

Mr.  Swift.  I  do  not  know. 
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Mr.  DnxoK.  To  refresh  your  recoUeetion,  I  will  ask  you  if  you  do 
not  know  whether  Armour  and  Morris  are  ako  interested  in  that 
bank? 

Mr.  Swift.  I  presume  they  are.  These  packers  have  to  take  stock 
in  these  banks  when  they  are  new  and  when  they  start,  because  no- 
body else  will  take  it. 

Mr.  DniiON.  Now,  I  will  take  the  Stock  Yards  National  Bank  at 
Fort  Worth ;  you  are  interested  in  that  bank  ? 

Mr.  Swift,  Yes,  sir. 

Mr.  DnjjON.  What  other  packer  is  interested  in  that  bank? 

Mr.  Swift.  Mr.  Armour. 

Mr.  DUiLox.  I  will  now  take  the  Live  Stock  National  Bank  of 
South  Omaha ;  you  are  interested  in  that  bank  i 

Mr.  Swift.  I  think  not. 

Mr.  DnjCiOK.  Is  that  your  best  judgment? 

Mr.  Swift.  Yes,  sir j  as  far  as  I  know,  we  have  no  stock  in  the^ 
Onaaha  bank  or  stock  m  the  Stock  Yards,  either  one. 

Mr.  Dillon.  Now,  we  will  take  the  one  at  East  St.  Louis,  the  Stock 
Yards  National  BanJc;  are  you  interested  in  that? 

Mr.  Swift.  Y'es^  sir, 

Mr.  Dillon.  Wnat  other  packer  is  interested  in  that  bank? 

Mr.  Swift.  Mr.  Morris  is  interested  in  that. 

Mr.  DnjiOK.  Is  not  Mr.  Wilson  also? 

Mr.  Swift.  Not  that  I  know  of;  but  Mr.  Wilson, used  to  be  vice 
presid^it  of  Morris  &  Co.,  and  he  may  have  become  an  owner  of 
stock  in  that  manner. 

Mr.  DILLON.  Now,  the  Drovers  National  Bank  of  Kansas  City; 
are  you  interested  in  that? 
'  lu*.  Swxrr.  I  think  not. 

Mr.  Dillon.  What  packers  are — do  you  know  ? 

Mr.  Swift.  I  think  that  is  Mr.  Morris's  arrangement. 

Mr.  Dillon.  Take  the  Denver  stockyards  at  Denver;  are  you  in- 
terested in  that? 

Mr.  Swift.  Yra,  sir. 

Mr.  Dillon.  What  other  packer  is  interested  in  it? 

Mr.  Swift.  Mr.  Morris  and  Mr.  Armour.  Can  I  tell  you  some- 
thing about  that  bank? 

Mr.  Dillon.  Well,  if  you  would  like  to.^  I  do  not  want  to  shut 
you  off  on  anything,  although  I  am  in  a  hurry,  because  I  have  a  great 
many  other  questions  and  I  do  not  want  to  take  up  all  the  time. 

lu*.  Swift.  When  that  bank  was  started  there  would  not  anybody 
put  any  money  in  the  bank  except  these  packers^  and  this  bank  has 
been  working  along  trying  to  finance  tlie  xeeders  in  the  neighborhood 
so  as  to  maintain  the  martet,  and  they  have  been  rather  unfortunate. 
They  got  in  with  two  or  three  feeders  who  were  unreliable  and  they 
did  not  do  the  square  thing  and  that  bank  has  practically  failed, 
and  the  stockholders  had  to  come  to  the  rescue  and  they  have  been 
assessed  $200  a  share  to  put  the  bank  on  its  feet  and  to  reestablish 
it  as  a  sound  institution. 

Mr.  Dillon.  Now,  the  Stockyards  National  Bank,  at  South  St. 
Paul,  are  you  interested  in  that  ? 

Mr.  Swift.  Yes,  sir. 

Mr.  Dillon.  What  other  packer  is  interested  in  that  bank? 
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Mr.  Swift.  Well,  there  was  not  any.  We  lugged  it  alone  for  8  or 
10  years,  much  to  our  sorrow,  but  since  Armour  &  Co.  have  com- 
menced constructing  a  plant  at  St.  Paul  he  has  become  a  stockholder 
in  that  bank. 

Mr.  Dillon.  Now,  the  Live  Stock  State  Bank  at  Portland,  are  you 
interested  in  that. 

Mr.  Swift.  Oh,  yes ;  I  started  it. 

Mr.  Dillon.  What  other  packer  is  interested  in  that! 

Mr.  Swift.  I  do  not  think  there  is  any  other  that  I  know  of  or  if 
my  memory  is  correct.  I  offered  it  to  the  rest  of  them,  and  diey 
would  not  take  it. 

Mr.  Dillon.  You  have  offered  it  to  themt 

Mr.  Swift.  To  Mr.  Armour  and  Mr.  Morris,  and  they  would  not 
take  it ;  they  laughed  at  me. 

Mr.  Dillon.  They  cast  that  burden  upon  you  to  carry,  then. 

Mr.  Swift.  Yes,  sir. 

Mr.  Dillon.  Now,  the  St.  Joseph  Stockyards;  are  you  interested 
in  that? 

Mr.  Swift.  The  Stock  Yards  Bank? 

Mr.  Dillon.  Yes. 

Mr.  Swift.  Yes,  sir ;  I  started  it. 

Mr.  Dillon.  What  other  packer  is  interested  in  thatt 

Mr.  Swirr.  Mr.  Morris  was  in  at  the  start  of  the  bank.  It  was 
arranged  at  the  same  time  we  started  the  packing  house. 

Mr.  Dillon.  The  Irving  National  Bank  of  New  York;  are  yoi? 
interested  in  that? 

.    Mr.  Swift.  I  own  some  stock  in  that.    I  have  been  trying  to  sell  it 
for  two  or  threeyears. 

Mr.  Dillon.  What  other  packer  is  interested  in  that  bank? 

Mr.  Swift.  I  do  not  know  of  any  other,  except  my  brother. 

Mr.  Dillon.  You  have  no  knowledge  that  Armour  is  interested 
in  it? 

Mr.  Swift.  I  think  he  is  not. 

Mr.  Dillon.  Then,  there  is  the  Independent  Salt  Co.,  in  Kansas. 

Mr.  Swift.  Yes,  sir. 

Mr.  Dillon.  Are  you  interested  in  that? 

Mr.  SwiPT.  Yes,  sir. 

Mr.  Dillon.  What  other  packer  is  interested  in  that? 

Mr.  Swirr.  Swift  &  Co.  own  50  per  cent  and  Armour  A  Ca  50 
per  cent,  as  I  understand  it.  I  want  to  ask  our  accountant  if  that 
IS  correct. 

Mr.  Chaplain.  Yes. 

Mr.  Swift.  I  want  to  explain  about  that.  We  had  trouble  getting 
salt,  and  we  would  have  to  stop  our  killing  gang  because  we  coald 
not  get  salt  to  keep  our  cellars  .<roing,  and  so  our  puchasing  agent 
came  along  and  said,  "  Here,  we  have  ^t  to  have  a  salt  company  or 
go  out  of  business,'^ and  I  said,  "All  nght:  wo  will  get  a  salt  com- 


pany." He  said,  "  But  our  volume  is  not  enough  to  establish  a  sa 
company,  but  it  is  half  enough."  I  said.  "  Well,  see  if  Armour  will 
go  in  with  us."  He  went  over  to  Mr.  Armour,  and  Amiour  had  had 
the  same  trouble  about  salt,  and  he  said,  "Yes;  I  will  go  in  with 
you."  So,  Armour  and  Swift  get  at  least  90  per  cent  of  the  output 
of  this  salt  factory.  It  is  merely  a  necessity  to  carry  on  the  rest  of  the 
business. 
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Mr.  Dillon;  Now,  the  Mechanical  Manufacturing  Co. 

Mr.  Swept  (interposing).  Yes,  sir. 

Mr.  Dillon.  What  other  packer  is  interested  in  that  company) 

Mr.  Swift.  I  do  not  know  of  any.  That  is  what  they  call  the 
bumping-post  company.    Can  I  explain  about  that! 

Mr.  Dillon.  Yes.    Make  it  as  brief  as  you  can. 

Mr.  Swift.  Yes.  That  was  established  by  my  father  to  protect  the 
interests  of  a  master  mechanic  we  had  bv  the  name  of  Ellis  who  dis- 
covered  the  patent  for  these  bumping  posts,  and  my  father  organized 
this  company  and  started  it  going.  Since  then  they  have  got  to  mak^ 
ing  rendering  tanks  and  scales  and  trucks,  and  they  will  sell  that  to 
anybody  who  will  buy  it,  and  their  principal  customers  are  the  small 
packers,  but  all  the  packers  buy  or  them,  and  Swift  &  Co.  buy  of 
them  when  they  can  buy  of  them  cheaper  than  they  can  elsewhere. 

The  Chairman.  Did  we  not  go  over  this  whole  matter  about  these 
bumping  posts.  Has  he  not  alreadjy  gone  over  it  in  our  hearing,  Mr. 
Swift? 

Mr*  Swift.  Yes;  it  is  the  same  thing. 

The  Chairman.  Then  I  do  not  see  any  use  of  repeating  it  unless 
you  want  to  ask  something  that  has  not  been  brought  out  before. 

Mr.  Dillon.  No  ;  the  only  thing  I  am  asking  about  is  the  financial 
side  of  it.    My  whole  examination  runs  on  the  financial  side. 

The  National  Box  Co.,  are  you  interested  in  that? 

Mr.  Swift.  Sure. 

Mr.  Dillon.  What  other  packer  is  interested  in  that  company? 

Mr.  Swift.  Morris.  We  could  notget  any  boxes.  The  plant  was 
shut  down  all  the  time,  so  we  said, "  Vfk  will  have  to  go  and  get  a  box 
factory  or  else  we  can  not  run  this  plant."  Now,  I  want  to  explain, 
Mr.  Dillon,  that  it  does  not  make  any  difference  what  prices  are 
charged  for  these  boxes  from  the  box  factory  to  Swift  &  Co.  or  to 
Morris  &  Co.  If  they  charge  a  high  price  the  box  factory  will  show  a 
big  profit,  but  that  does  not  amount  to  anything.  They  could  give  the 
boxes  free  andi  show  a  big  loss,  and  it  would  amount  to  the  same 
thing.  It  is  an  adjunct  of  Swift  &  Co.'s  business ;  but  our  business 
does  not  justify  a  whole  box  factory  for  ourselves.  It  is  only  about 
half  enough  volume,  so  Morris  comes  along  and  between  the  two  of 
us,  with  the  few  that  we  soil  outside,  we  make  a  fair  volume  for  the 
factory. 

Mr.  Dillon.  Now,  the  Southwesteni  Mechanical  Co.  at  Fort 
Worth,  Tex. 

Mr.  Swift.  Yes. 

Mr.  Dillon.  Are  you  interested  in  that? 

Mr.  SwiFT^  Yes,  sir. 

Mr.  Dillon.  What  other  packer  is  interested  in  that? 

Mr.  Swift.  Armour  &  Co.  That  is  nothing  but  a  joint  car  shop. 
That  is  between  the  two  plants  and  Forth  Worth,  ang  neither  Swirt 
nor  Armour  have  repairs  for  a  car  shop  sufiicient  to  justify  each  one 
owning  a  shop,  so  we  have  this  joint  interest  to  take  care  of  the  re- 
pairing of  our  cars  in  this  plants  and  that  is  their  principal  business 
and  their  only  excuse  for  organization. 

Mr.  Dillon.  Now,  there  is  a  town-site  company  at  Fort  Worth. 

Mr.  Swift.  Sure. 

Mr.  Dillon.  You  are  interested  in  that? 
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Mr.  Swift.  Sure. 

Mr.  DnxoN.  And  what  other  packer  is  interested  with  you  ? 

Mr.  Swift.  Armour.  We  had  to  do  tliat,  otherwise  the  men  work- 
ing for  us  in  our  plants  would  hay«  no  place  to  Live. 

Mr.  Dillon.  Now,  likewise  at  Kansas  City  there  is  a  development 
conmany  there? 

Mr.  Swift.  Yes,  sir. 

Mr.  Dillon.  What  other  packer  is  interested  with  yout 

Mr.  Swift.  There  is  a  company  in  Kansas  City  ana  the  name  we 
call  it  by  is  the  Clay  County  Co.  That  is  a  matter  that  was  left  by  my 
father's  estate,  and  I  think  he  made  an  investment  there  some  20 
years  ago.  He  got  into  that  It  took  him  about  one  day  to  get  ia» 
and  we  have  been  trying  ever  since  to  get  out. 

Mr.  Dillon.  Now,  tnere  is  a  land  development  company  ther» 
also? 

Mr.  Swift.  That  is  the  same  thing. 

Mr.  Dillon.  There  is  a  land  company  in  Kansas  City ! 

Mr.  Swift.  That  was  Kansas  City  you  were  talking  about. 

Mr.  Dillon.  Now,  there  is  a  cattle  loan  company  m  Denver.  Are 
you  interested  in  that? 

Mr.  Swift.  Yes;  that  is  the  one  that  failed,  and  where  we  had  to 
put  in  $200  a  share. 

Mr.  Dillon.  What  other  packer  is  interested  with  you  in  tlutt 
cattle-loan  company? 

Mr.  Swift.  Armour  and  Morris. 

Mr.  Dillon.  At  Fort  Worth  there  is  a  cattle-loan  company ;  what 
packer  is  interested  in  that? 

Mr.  Swift.  That  is  the  same  thin^  as  the  bank.    It  is  Armour. 

Mr.  Dillon.  That  is,  Armour  andSwift? 

Mr.  Swift.  Yes. 

Mr.  Dillon.  Now,  at  St  Joseph,  there  is  a  cattle-loan  company. 

Mr.  Swift.  These  cattle-loan  companies  are  all  the  same  as  th» 
banks.    It  is  the  same  thing. 

Mr.  Dillon.  You  say  that  the  cattle-loan  company  is  the  bankt 

Mr.  Swift.  No;  but  they  had  the  same  stockholders  when  they 
beffan. 

Mr.  Dillon.  But  they  are  independent  concerns  t 

Mr.  Swift.  Yes;  but  they  are  run  by  joint  mfmagement  of  the 
bank  and  the  cattle-loan  company, 

Mr.  Dillon.  There  is  a  cattle-loan  company  at  San  Francisco? 

Mr.  Swirr.  Yes,  sir. 

Mr.  Dillon.  Who  is  interested  with  you  in  thatf 

Mr.  Swift.  Nobody.  I  tried  to  get  the  others  in  and  they  laughed 
at  me. 

Mr.  Dillon.  They  would  not.  go  into  itt 

Mr  Swift.  They  would  not. 

Mr.  Dillon.  At  St.  Paul  there  is  a  cattle-loan  company  ? 

Mr.  Swirr.  Yes,  sir. 

Mr.  Dillon.  Who  is  interested  with  vou  in  that? 

Mr.  Swift.  There  was  nobo<ly,  but  wncn  Armour  started  the  plant 
at  St.  Paul  ho  berame  a  stockholder. 

Mr.  Pillon.  How  alK)ut  St  LouiJ? — there  is  a  cattle-loan  «*omi>mny 
therel 
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Mr.  Swift.  That  is  the  same  as  the  bank. 

Mr.  DiULON.  Now,  there  is  a  rendering  company  at  Sioux  City? 

Mr.  Swift.  Yes,  sir. 

Mr.  Dillon.  Who  is  interested  with  you  in  that? 

Mr.  Swift.  Mr.  Tilden,  when  he  was  alive,  had  some  stock.  That 
is  owned  now  by  the  Tilden  estate,  and  there  are  various  local  people 
around  there,  Mr.  Magivny 

Mr.  Dillon  (interposing).  Mr.  Swift,  when  you  had  to  borrow 
mone3%  did  you  ever  go  to  these  banks  I  have  mentioned,  or  any  bank, 
and  buy  stock  in  the  bank  for  the  purpose  of  securing  loans  upon  the 
stock. 

Mr.  Swift.  Never.  Ypu  could  not  do  it  that  way.  We  get  more 
loans  from  the  banks  we  do  not  have  any  stock  in  in  proportion. 

Mr.  Dillon.  Have  you  ever  followed  the  practice  of  taking  the 
stock  you  have  in  a  bank  and  taking  that  stock  to  another  bank  and 
getting  a  loan  upon  it?    Have  you  ever  done  that? 

Mr.  Swift.  Very  seldom.  I  have  to  borrow  a  good  deal  of  money, 
and  when  I  have  to  borrow  a  good  deal  of  money  I  have  put  up  any 
kind  of  collateral  I  have  got  to  spare  that  the  people  will  take,  and 
sometimes,  in  an  extreme  case,  it  might  be  bank  stock,  but  not  to  any 
extent,  because  they  do  not  want  bank  stock  for  collateral. 

Mr.  Dillon.  Then,  have  you  ever  taken  that  collateral  and  gone  to 
another  bank  and  gotten  another  loan  upon  that  ? 

Mr.  Swift.  I  do  not  think  so ;  but  we  might  put  out  a  note  with  a 
broker  with  bank  stock  for  collateral  in  an  extreme  case,  or  we  might 
take  this  note  to  another  bank  direct,  but  it  does  not  amount  to  much. 
Most  all  the  bank  stock  I  have  got,  or  that  my  brother  has  got,  is 
locked  up  in  a  safe  in  Chicago.  We  do  not  put  it  out  for  collateral, 
except  there  might  be  an  exception.  And  I  want  to  speak  about  this 
bank  ownership.  They  have  got  the  Fort  Dearborn  National  Bank 
down  on  this  list  as  a  Swift  bank.  Now,  my  brother  is  a  director  in 
that  bank,  but  the  entire  Swift  family  only  owns  2,449  shares.  Now, 
that  is  about  8  per  cent  of  the  capital  stock  of  that  bank,  and  that  is 
a  bigger  proportion  than  we  own  of  any  other  bank  in  Chicago;  and 
when  they  talk  about  our  controlling  or  dominating  a  bank  }U8t  be- 
cause we  have  got  a  few  shares  or  because  we  happen  to  be  one  on  a 
board  of  directors  of  a  dozen  people,  it  is  all  nonsense,  Mr.  Dillon. 

Mr.  Dillon.  You  have  heard  of  this  system  of  pyramiding  for 
control  of  banks,  I  presume,  and  other  industries. 

Mr.  Swift.  I  have  never  heard  anything  good  come  of  anything 
like  that^ 

Mr.  Dillon.  For  instance,  to  illustrate  what  I  mean,  let  me  put  it 
in  this  way:  A  person  buys  for  cash  stock  in  one  bank,  say,  for 
$100,000.  He  gets  the  stock  and  then  he  takes  that  stock  and  makes 
a  loan  at  its  book  value  and  gets  back  $100,000,  and  then  be  takes  this 
cash  and  buys  stock  in  anotnCT  bank  and  gets  the  stock 

Mr.  Swift  (interposing).  He  would  not  get  anywhere  that  way. 

Mr.  Dillon  (continuing).  And  then  he  takes  that  stock  and  mikes 
a  loan  again  getting  $100,000,  and  with  this  cash  he  buys  stock  in 
another  bank,  and  when  he  ^ts  the  stock  he  makes  another  loan  and 
continues  the  same  process  m  an  endless  chain.  You  have  heard  of 
that  ^stem  ? 

Mr.  Swift.  Yes;  I  have  heard  about  it.  That  is  the  same  thing  as 
a  man  taking  $1,000  of  deposits  in  one  bank  and  kiting  checks  around 
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with  about  15  or  20  banks  on  that  $1,000.    He  comes  to  grief  sooner 
or  later. 

Mr.  Dtllon.  The-  banks  in  the  country  are  using  this  pyramiding 
system  quite  extensively  nowadays,  are  they  not? 

Mr.  Swift.  I  do  not  know  anything  about  that. 
'  '  Mr.  DiiiLON.  You  have  never  done  that  even  in  a  small  way  ? 

Mr.  Swift,  Except  as  an  exception. 

Mr.  DiiJX)N.  Now,  what  were  the  exceptions. 

Mr.  Swift.  I  know  of  none  to  my  knowledge,  but  there  might  be, 

Mr.  Dillon.  Do  you  know  of  any  of  these  other  cattle  companies 
doing  an^rthing  alon^  those  lines  and  thus  getting  control  of  these 
financial  institutions? 

Mr.  Swift.  Cattle  companies? 
'   Mr.  DiMiON.  Yes. 

Mr.  Swift.  Getting  control  of  any  other  institutions? 

Mr.  DnjiON.  Financial  institutions. 

Mr.  Swift.  I  never  heard  of  anything  of  that  kind. 

Mr.  DnjiON.  You  never  heard  of  anything  of  that  kind  ? 

Mr.  Swift.  Even  the  Federal  Trade  Commission  do  not  claim  that 

The  Chairman.  I  was  just  going  to  say  that  you  are  inquirinir 
about  things  that  have  not  been  charged  or  brought  up  at  all. 

Mr.  Swift.  No. 

Mr.  Dillon.  Just  one  or  two  more  questions. 

The  Chairman.  You  have  consumed  already  about  45  minutes. 

Mr.  Dillon.  I  am  a  good  deal  like  the  packers,  Mr.  Chairman,  I 
like  to  have  mv  share  of  the  time.  They  want  their  share  of  the 
live  stock  and  I  want  my  share  of  the  time. 

Mr.  Swift,  are  you  acquainted  with  an  attorney  named  Cotton  ? 

Mr.  Swift.  Mr.  Cotton? 

Mr.  Dnjx)N.  Yes. 

Mr.  Swift.  Yes,  sir. 

Mr.  Diuu)N.  Was  he  at  any  time  employed  by  the  packers  t 

Mr.  Swift.  Not  that  I  know  of. 

Mr.  Dillon.  Or  by  any  of  them  separately  or  independently ! 

Mr.  Swift.  Not  that  I  know  of. 

Mr.  DiLiiON.  Do  you  know  where  he  is  woikin^  now  ? 

Mr.  Swift.  I  think  he  is  with  the  Food  Administration. 

Mr.  DiiiiON.  That  is  all. 

Mr.  Barklet.  Mr.  Swift,  what  is  the  turnover  of  your  invested 
money  in  the  packing  business  per  year  ?  How  many  times  does  your 
caoital  turn  over? 

Mr»  Swift.  I  want  to  ask  our  accountant,  Mr.  Chaplain,  who  is 
here.  [After  a  pause.]  He  says  three  and  a  third  times.  I  want  to 
ask  him  also  how  he  figures  that  turnover  l)eing  $1,200,000?  How  do 
you  figure  that? 

Mr.  Chaplain.  I  have  not  got  the  figures  in  my  head^  but  I  know 
that  three  and  a  third  times  is  the  correct  figure. 

Mr.  SwDT.  In  the  year. 

Mr.  Barklet.  If  your  capital  employed  is  only  $248,000,000  and 
the  amount  of  your  business  amounts  to  $1«200,()00^000,  that  would 
mean  a  turnover  of  more  than  three  and  a  third,  would  it  not  ? 

Mr.  Chaplain.  We  use  more  money  than  our  capital.  We  borrow 
money. 
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'  Mr.  Barki«et.  You  think  that  three  and  a  third  times  is  the  aver- 
age? 

Mr.  Chaplain.  That  is  the  correct  fi^re. 
'  Mr.  Babkust.  I  notice  in  your  financial  statement  here  that  your 
earnings  were  $18,786,000,  which  is  7.57  per  cent  of  the  amount  of 
money  you  had  employed  in  the  business,  $248,000,000 ;  and  that  your 
sales  were  $923,000,000,  which  was  a  percentage  of  2.04  on  the  amount 
of  capital  employed. 

Mr.  Swift.  You  are  reading  now  about  the  fresh  and  cured  meat 
and  by-products  department.  That  is  fresh  and  cured  meat,  and 
there  is  nothing  else  in  there. 

Mr.  Barkuey.  I  am  reading  it  as  it  appears  here. 

Mr.  SwBFT.  Yes. 

Mr.  Barkley.  Then  your  statement  below  that,  as  to  other  busi- 
ness, aside  from  your  fresh  meat  department,  I  presume,  shows  earn- 
ings from  departments  and  investments — ^what  do  you  include  in 
"  departments^'  and  "  investments  "  ? 

Mr.  Swift.  Can  I  have  Mr.  Chaplain,  our  accountant,  answer  that? 
I  can  not  keep  track  of  all  these  details. 

Mr.  Barkley.  If  he  wants  to  suggest  to  vou,  I  have  no  objection. 
I  do  not  mean  everything,  but  approximately. 

Mr.  Swift.  This  first  item  you  read  there,  where  it  says  "  note  " 
on  the  statement,  that  is  only  fresh  meat;  that  is  fresh  meat  and 
meat  of  all  kinds,  as  it  says. 

Mr.  Barkley.  Yes. 

Mr  Swift.  Products  from  the  slaughter  of  cattle,  calves,  sheep, 
and  hogs.  Now,  those  are  food  products.  Now.  that  was  under 
control  and  limitation  of  profit  by  the  Food  Administration,  They 
had  no  authority  to  take  control  over  other  things  that  the  packer 
makes,  like  a  soap  factory  or*  a  glue  factory  or  the  tanning  of  hides 
or  anything  like  that,  and  those  are  the  items  that  you  refer  to. 

Mr.  Barkley.  In  the  Food  Administration  regulations,  where 
you  are  not  permitted  to  make  exceeding  9  per  cent  of  the  capital 
employed  and  2J  per  cent  on  the  sales,  did  they  authorize  you  to 
deduct  Federal  taxes  as  a  part  of  your  running  expenses  in  estimat- 
ing that  percentage? 

Mr.  Swift.  That  is  not  deducted  in  that  tabulation. 

Mr.  Barkley-  It  is  not  deducted  ? 

Mr.  Swift.  No,  sir ;  that  comes  out  of  the  other. 

Mr.  Barkley.  It  is  deducted  below. 

Mr.  Swift.  Yes. 

Mr.  Barkley.  Are  you  a  stockholder — I  believe  you  say  you  are  n 
sto(^hoIder  in  the  stockyards  at  Chicago  ? 

Mr.  Swirr.  Not  a  dollar. 

Mr.  Barkley.  You  are  not? 

Mr.  Swift.  No,  sir. 

Mr.  Barkley.  Are  you  a  stockholder  in  the  Stock  Yards  Railroad 
Co.  that  operates  the  railroad  within  the  stockyards? 

Mr.  Swift.  Not  a  dollar. 

Mr.  Barkley.  Do  you  know  who  are  the  stockholders  of  that  con- 
cern? 

Mr.  Swift.  I  do  not  know  anything  about  it;  only  what  I  have 
seen  in  the  paper. 
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Mr.  Barklet.  Have  you  ever  been — I  mean  Swift  &  Co. — a  stock- 
holder in  the  stockyards  of  Chicago? 

Mr.  Swift.  Never. 

Mr.  Barklet.  What  was  the  amount  you  gave  yesterday  as  the 
amount  expended  each  year  for  advertising? 

Mr.  Swift.  $1,700,000.  That  was  to  contradict  the  statement  that 
has  gone  abroad  that  we  were  spending  $12,000,000. 

Mr.  Barklet.  And  that  was  tor  the  year  1918? 

Mr.  Swift.  Yes,  sir. 

Mr.  Barklet.  What  was  it  for  1917  ? 

Mr.  Swift.  I  could  only  estimate  that. 

Mr.  Barklet.  Well. 

Mr.  Swift.  About  half  that  amount ;  maybe. 

Mr.  Barklet.  What  was  the  occasion  for  doubling  the  amount  of 
vour  advertisement  for  1918 

Mr.  Swift.  Well,  it  is  on  account  of  all  this  propaganda  strated 
against  us  by  the  Federad  Trade  Commission.  The  publicity  that 
they  put  out  put  us  in  such  a  light  and  such  a  condition  before  the 
pulilic  that  it  made  a  sort  scapegoat  out  of  us. 

Mr.  Barklet.  Then  you  spent  about  eight  or  nine  hundred  thou- 
sand dollars  in  1918  for  the  purpose  of  denying  what  the  Federal 
Trade  Commission  said  about  you? 

Mr.  Swift.  Not  whoUv.  lou  see,  that  covers  what  we  call  our 
product  advertising.  We  have  pictures  of  hams  and  bacon  and  lard 
m  the  papers,  and  that  is  all  included. 

Mr.  Barklet.  I  understand  that,  but  j'ou  said  you  doubled  your 
ndvertising  expenses  in  1918  over  1917  as  a  result  of  the  Federal 
Trade  Commission's  propaganda. 

Mr.  Swift.  That  was^artially  it.  We  would  probably  have  done 
part  of  that  anyhow.  We  have  had  a  plan  of  publicity  advertising 
before  the  directors  for  a  good  while — even  before  this  question  came 
up — and  we  were  considering  the  matter,  but  this  increase  in  expen- 
diture has  had  a  bearing  on  the  lines  you  suggest,  but  this  only  cones 
to  15.100  of  1  per  cent  on  our  sales. 

Mr.  Barklet.  I  understand  that. 

Mr.  Swift.  Now,  the  general  average  throughout  the  United  States 
of  commercial  companies — ^they  concede  an  expenditure  of  2  or  8 
per  cent  on  their  sales  as  being  a  fair  expense,  so  yon  see  how  muA 
below  that  we  are  eveL  now. 

Mr.  Barklet.  Admitting  all  that,  I  am  simply  trying  to  get  at  the 
figures.    Can  vou  estimate  your  advertising  expenses  for  1918 1 

Mr.  Swtft.  ^ey  must  have  been  about  the  same  as  in  1917. 

Mr.  Barklet.  So  that  you  were  not  increasing  your  advertiainr  ex- 

?enses  very  much  one  year  over  the  previous  year  until  the  Federal 
Vade  Commission  came  out  with  this  statement? 

Mr.  Swift.  It  has  been  a  gradual  increase  for  a  few  years,  four 
or  five  years,  and  that  is  natural  with  the  volume  of  business, 

Mr.  JBarklet.  How  much  of  the  increase  of  1918  over  1917  would 
you  say  was  a  natural  increase  and  not  due  to  propaganda! 

Mr.  Swift.  T  should  think  half  of  it. 

Mr.  Barklet.  So  that  it  would  be  a  conservative  estimate  to  say 
that  about  $400,000  of  this  expense  for  advertising  in  1918  was  due 
to  the  Federal  Trade  Commission's  public  statements. 
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Mr.  Swift.  That  might  be,  but  you  understand  our  standing  with 
the  community  and  before  the  public  had  been  hurt.  It  had  been 
affected  and  we  found  it  necessary  to  take  up  this  publicity  to  put 
ourselves  right  with  the  public,  so  as  to  keep  on  with  the  sale  of  our 
goods. 

Mr.  Babkley.  The  statements  of  the  Federal  Trade  Commission 
concerning  Swift  &  Co.  or  any  of  these  packers  did  not  affect  the 
quality  of  the  product,  did  they  ? 

Mr.  Swift,  it  affected  the  demand  from  the  public.  It  developed 
an  antagonistic  attitude  on  the  part  of  our  customers  that  interfered 
with  our  marketing  processes. 

Mr.  Barkley.  Tneir  statements  were  mostly  concerned  with  the 
methods  of  doing  business  by  these  various  concerns  and  not  with 
the  character  of  the  meat;  is  not  that  true? 

Mr.  SwHT.  That  is  all  right,  but  in  order  to  c  ultivate  a  preference 
in  the  demand,  we  have  to  set  ourselves  right  with  the  public. 

Mr.  Barklet.  Was  there  any  consultation  or  conference  among 
you  and  Armour  and  Morris  and  these  other  big  packers,  so-called* 
with  reference  to  this  advertising  campaign  that  you  were  to  put  out  ? 

Mr.  Swift.  There  was  not,  except  in  the  case  of  one  circular. 
There  was  one  circular  put  out  to  which  the  names  of  the  five  pack- 
ers were  signed,  and  that  was  the  result  of  a  conference  on  the  sub- 
ject, and  it  was  decided  that  it  was  necessary  to  do  that  to  protei»t 
the  packing  industry  as  a  whole.  That  was  not  continued  or  any 
policy  of  joint  advertising. 

Mr.  Baesuey.  There  was  an  agreement  between  you  packers  that 
it  was  necessary  to  do  some  advertising? 

Mr.  Swift.  No;  there  was  not. 

Mr.  Barkley.  Was  there  anv  talk  among  vou  to  the  etfe:  t  that 
you  had  letter  get  busy  and  advertise  somewhat  in  the  newspapers 
in  order  to  counteract  the  effect  of  the  Federal  Trade  Conmiission 
publicity  ? 

Mr.  Swift.  No,  sir.  We  may  have  said  we  were  going  to  do  that, 
but  they  would  know  that  without  being  told. 

Mr.  Barkley.  Of  course,  each  packer  did  its  own  advertising,  but 
what  I  am  trying  to  find  out  is  whether  there  were  conferences 
among  the  packers  as  to  the  advisabilitjr  of  pursuing  that  course. 

Mr.  Veedkr.  May  I  refresh  Mr.  Swift's  memory  for  just  a  mo- 
ment? About  a  ye^r  before  that  there  was  a  conference  at  whicli  it 
was  discussed,  just  after  this  propaganda  started,  and  it  was  -diopped 
because  they  could  not  come  to  any  agreement  about  that. 

Mr.  Swift.  Yes';  I  remember  that.  That  must  have  been  two  or 
three  years  ago,  now.  We  were  going  to  take  up  the  subject  of  pub- 
licity and  we  were  ^oing  to  do  it  jointly,  and  one  or  two  of  the  firms 
were  in  favor  of  doing  it  in  that  way  and  tiied  to  get  the  other  firms 
to  come  along,  but  they  would  not.  and  that  was  dro])ped. 

Mr.  Barkley.  Did  you  make  any  effort  or  did  your  company  make 
any  effort  to  sec  ure  the  services  of  the  Associated  Press  in  carrying 
the  statements  of  Swift  &  Co.  ? 

Mr.  Swift,  Not  that  I  know  of.  Of  course,  if  we  have  u  statement 
to  put  out,  we  will  give  it  to  the  Associated  Press  and  to  all  the  chan- 
nels there  are,  and  sometimes  thev  take  it  and  sometimes  thev  throw 
it  out. 
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Mr.  Barkley.  When  Mr.  Mayer,  who  is  the  attorney  for  Arinotir, 
went  from  Chicago  to  New  Vork  to  see  the  president  of  the  Asw»- 
ciated  Press  to  get  him  to  make  or  make  himself  some  sort  of  arrange- 
ment with  the  Associated  Press  to  use  its  channels  of  news  distrihu- 
tion  for  the  dissemination  of  the  packers'  side  of  the  question,  did  he 
represent  Swift  &  Co.  in  that  mission?  .     ' 

Mr.  Swift.  Oh,  not  at  all. 

Mr.  Barkley.  He  did  not? 

Mr.  Swift.  No. 

Mr.  Barkley.  You  have  a  branch  house  in  Washington? 

Mr.  Swift.  Right  here? 

Mr,  Barkley.  Yes. 

Mr.  Swift.  Yes.    Down  at  Center  Market. 

Mr.  Barkley.  How  many  representatives  do  you  have  here  in 
Washington  in  that  branch  house? 

Mr.  Swift.  Well,  there  is  just  the  manager,  his  assistants^  and 
employees,  and  then  there  is  an  office  manager  and  his  employees  and 
assistants. 

Mr.  Barkley.  They  are  all  supposed  to  carry  on  the  meat  business 
representing  your  company  ? 

Mr.  Swift.  Yes;  but  then  they  also  sell  soap 

Mr.  Barkley  (interposing).  I  understand  that,  but  they  are  not 
supposed  to  do  anything  else  for  you  except  sell  meat. 

Mr.  Swift.  Well,  if  we  should  ask  them — if  we  had  an  errand  for 
them  to  do,  if  we  ask  them  to  take  an  advertisement  to  a  newspaper 
or  anything  of  that  sort  they  would  do  it.  They  do  anything  we  ask 
them  to  do. 

Mr.  Barkley.  That  is  in  connection  with  your  branch  house,  sell- 
ing moat  or  whatever  you  have  to  sell.  Do  you  keep  anybody  else 
employed  in  Washington  besides  men  who  are  supposed  to^  sell  meat 
or  carry  on  the  business  of  your  branch  house  ? 

Mr.  Swift.  Yes,  sir ;  we  have  an  office  up  the  street  here  which  is  in 
charge  of  Mr.  Shaw,  from  Chicago. 

Mr.  Barkley.  Mr.  Shaw? 

Mr.  Swirr.  Yes. 

Mr.  Barkley.  Where  is  that  office  located  ? 

Mr.  Swii-T.  In  the  Colorado  Buildinc. 

Mr.  Barkley.  What  are  Mr.  Shaw's  functions  or  what  are  his 
duties? 

Mr.  Swift.  He  runs  around  -among  the  different  departments. 
The  way  things  have  been  we  could  not  repair  our  building  or  main* 
tain  it  or  keep  it  up  without  consent  from  Washington.  We  conld 
not  ship  any  goods  without  a  shipping  order,  and  we  could  not  sell 
anything  without  an  order,  and  we  could  not  set  paid  for  it  without 
an  order,  and  he  is  running  around  from  one  place  to  another  helpinfr 
us  out. 

Mr.  Barkley.  That  has  just  been  since  the  war? 

Air.  Swift.  It  has  been  established  for  two  or  three  years. 

Mr.  Barkley.  Was  it  established  before  the  United  States  got  into 
the  war? 

\rr.  Veeder.  It  was  established  after  1914. 

Mr.  Barkley.  There  was  no  occasion  for  you  to  got  pennission  of 
the  Government  to  build  buildings  or  secure  shipments  of  stuff  until 
after  April  6,  1917,  was  there? 
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Mr.  Swift.  But  there  were  a  good  many  things  in  relation  to  the 
Government  business  that  we  had  to  have  a  representative  on  the 
ground  for. 

Mr.  Barklet.  What  was  the  nature  of  those  things  ? 

Mr.  Veeder.  The  Government  regulated  shipments  abroad  before 
we  entered  the  war. 

Mr.  Barkley.  How  is  that? 

Mr.  Veeder.  We  had  to  get  consent  and  licenses  before  this  country 
went  into  the  war  to  make  shipments  abroad.  • 

Mr.  Swift.  You  see  there  was  an  embargo  against  the  neutral 
countries  and  they  would  only  let  them  have  shipments  enough  to 
compare  with  their  normal  demands,  and  every  time  an  order  cam6 
in  we  had  to  get  it 

Mr.  Barklby  (interposing).  There  was  no  embargo  against  ship- 
ments of  food  from  this  country  to  England  or  France,  was  there? 

Mr.  Swift.  I  am  speaking  of  the  neutral  countries  like  Sweden 
and  Norway,  and  even  shipping  to  England  had  plenty  of  compli- 
cations. 

Mr.  Veeder.  There  were  questions  of  labels  on  export  shipments 
and  inspection  and  a  great  many  questions  of  that  character. 

Mr.  Barkley.  Did  you  have  anyoody  else  employed  in  Washing- 
ton besides  those  who  are  in  the  Colorado  Building? 

Mr.  Swift.  I  think  so.  Besides  Mr.  Shaw,  or  this  office,  do  you 
mean? 

Mr.  BARKiiBY.  Yes. 

Mr.  Swift.  Well,  there  were  some  other  men  doing  the  same  thing 
before  he  came  down  here. 

Mr.  Barkuey.  Who  were  they — do  you  recall  their  names? 

Mr.  Veeder.  A  man  by  the  name  of  Hamilton  had  run  whatever 
errands  we  had  in  Washington. 

Mr.  BARKiiEY.  What  was  the  nature  of  some  of  those  errands! 

Mr.  Swift.  The  same  character  that  Mr.  Shaw  continued,  except 
that  prior  to  the  beginning  of  the  European  war  there  was  not  so 
much  of  it.  We  mi^t  have  to  send  over  to  the  passport  department 
or  we  might  have  to  send  over  to  the  inspection  bureau  of  the  B.  A^ 
I. — ^the  Bureau  of  Animal  Industry — ^but  there  was  not  very  much  of 
that.  Hamilton  had  his  own  office.  We  had  no  office  and  we  would 
use  him  occasionally,  as  we  mi^ht  have  an  errand  to  do  at  some  one  of 
the  departments,  such  as  getting  a  passport  or  consulting  with  the 
Bureau  of  Animal  Industry  with  reference  to  export  matters  or 
marine  insurance,  or  anything  of  that  nature ;  but  it  was  very  small. 
The  volume  of  that  business  was  very  small  until  the  European  war. 

Mr.  Barkley.  Do  you  recall,  Mr.  Swift,  what  salary  you  pay  or 
did  pay  him;  he  is  still  your  representative  in  that  capacity?  I 
mean  Mr.  Shaw. 

Mr.  Swift.  Yes. 

Mr.  BarkIjEy.  What  is  his  compensation? 

Mr.  Swift.  I  will  inquire  of  Mr.  Chaplain.  [After  a  pause.]  It 
is  somewhere  around  $5,000  a  year. 

Mr.  Barkley.  How  long  have  you  maintained  a  representative 
in  Washington  to  visit  the  departments  and  look  after  these  details 
with  reference  to  the  shipments  of  your  business? 

Mr.  Swift.  That  has  been  going  on  more  or  less  for  six  or  eight 
years. 
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Mr.  Barkley.  Have  yoii  paid  any  of  these  men  who  represent  you 
in  that  capacity  more  than  $5,000  a  year? 

Mr.  Swift.  Not  that  I  know  of. 

Mr.  Barkl^t.  How  long  has  Mr.  Thomas  Logan  been  employed 
by  you  in  the  city  of  Washington  ? 

Mr.  Swift.  I  do  not  know  the  length  of  time.  I  will  inquire.  I 
will  make  a  guess  that  it  is  two  or  three  years. 

Mr.  Veeder.  No;  it  is  probably  about  two  years.  I  do  not  know 
exactly. 

Mr.  Swift.  Cajl  it  two  years. 

Mr.  Barklet.  What  were  his  duties  as  a  representative  of  Swift 
&Co.? 

Mr.  Swift.  He  was  not  a  representative  of  Swift  &  Co. 

Mr.  Barklet.  What  did  you  pay  him  to  do? 

Mr.  Swift.  Any  arrangement  with  him  was  arranged  by  Mr. 
Veeder,  who  is  our  counsel,  and  I  will  tell  you  what  I  know  atiout  it. 
When  this  question  of  publicity  come  under  consideration  we  were 
looking  around  to  find  out  the  most  expert  advice  we  coidd  get  oa 
the  question  of  publicity  and  how  to  go  into  it,  and  Mr.  Veeder  made 
an  arrangement  with  Mr.  Logan.  I  did  not  know  about  it  at  the  time 
but  I  did  soon  after.  I  know  how  the  question  came  about,  and  it 
came  about,  as  I  understand  it,  through  a  piece  that  was  published 
in — I  think  it  was  Leslie's  Magazine — a  piece  that  Mr.  Logan  wrote* 
something  about  corporations'  position  with  the  public  or  something 
to  that  effect,  and  the  piece  rather  appealed  to  us,  and  that  was  the 
first  that  I  ever  knew  or  ever  heard  of  Mr.  Logan's  name:  and  the 
idea  occurred  to  us  that  we  liked  the  sentiments  expressed  in  that 
piece,  and  that  attracted  us  to  Mr.  Logan,  and  as  I  understand  it, 
we  employed  him  to  assist  us  along  those  lines,  to  get  his  advice 
from  an  outsider's  standpoint.  • 

Mr.  Barki*by.  Was  he  expected  to  write  articles  in  behalf  of  your 
company  ? 

Mr.  Swift.  Not  exactly  write  them.  Sometimes  we  submitted  a 
question  of  publicity  to  him  and  sometimes  he  would  tell  us«  ^  Yoa 
had  better  leave  that  out,"  or  "  You  had  better  put  this  in,"  or  some- 
thing'tlike  that. 

Mr.  Barkl£t.  WTiat  magazines  or  papers  did  these  statemoTTts  go 
into  that  you  submitted  to  him  before  they  were  published! 

Mr.  Swift.  I  could  not  say,  specifically.  It  would  only  be  in 
general. 

Mr.  Barklet.  My  recollection  is  that  there  appeareil  in  practically 
all  the  Washington  newspapers  soon  after  the 

Mr.  Swift.  I  did  not  hear  that. 

Mr.  Barklet.  I  say  that  my  recollection  is  that  there  appeared  in 
the  Washington  newspapei-s,  all  of  them,  soon  after  this  Federal 
Trade  Commission's  report  was  published,  full  page  advert iseraenf-' 
of  Swift  &  Co.,  and  perhaps  other  packing  companies,  with  rofcr 
ence  to  that  report.  Were  those  all  submitted,  to  Mr.  Logan  l>efon» 
they  were  inserted? 

Mr.  Swift.  I  do  not  know  about  that  or  about  any  further  detail- 
more  than  T  have  expressed  to  you. 

Mr.  Barkley.  Mr.  Ix^gan's  statement  that  his  pay  from  Swit  &  Co. 
was  $500  a  month  is  corivct.  is  it  ? 
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Mr.  Swift.  Mi*.  Veeder  has  paid  him  through  his  office  this  $500  a 
month.  The  amount  is  correct  Could  Mr.  Veeder  make  a  state* 
ment  on  that  subject  i    I  have  told  you  all  I  know  about  it. 

Mr.  Barkl£T.  If  Mr.  .Veeder  himself  is  going  to  testify  later,  he 
can  explain  all  those  matters^ 

Mr.  Swi*T.  Well,  I  would  refer  you  to  him  for  any  details. 

Mr.  BarkIjET.  In  other  words,  you  gave  your  attorney,  Mr. 
Veeder,  blanket  authority  to  make  such  arrangements  with*  anybody 
in  Washington  as  he  might  see  fit  in  the  matter  of  representing  vour 
company  in  publicity  or  any  other  arrangement  he  might  see  nt  to 
make  with  them  about  what  went  on  in  the  city  of  Washington? 

Mr.  SwHT.  That  i^  very  natural,  because  Mr.  Veeder  would  not 
have  to  get  my  permission  to  employ  a  man  at  $500  a  month. 

Mr.  Barklet.  Ho  would  have  that  general  authority  as  your 
attorney  i 

Mr.  Swift.  Yes;  but  he  would  have  to  report  it  to  me  at  his  first 
opportunity. 

Mr.  BarkLiEt.  You  say  that  this  employment  lasted  for  two  or 
three  years? 

Mr.  Swift.  Two  years,  I  think,  about 

Mr.  BarkIaEY.  This  was  all  charged  up  as  a  part  of  the  running 
expenses  of  your  business  and  deducted  from  the  gross  sales  in  ei^ti- 
mating  your  profits?    It  went  in  as  other  expenses? 

Mr.  Swift.  I  presume  it  must  have. 

Mr.  Barkley.  So  that  after  all  this  advertising,  amounting  to  some 
$^00,000,  that  you  did,  was  not  in  advertising  your  products,  but  in 
an  effort  to  offset  what  the  Federal  Trade  Commission  had  said  about 
you?  And  this  expense,  like  Mr.  Logan's  salarv,  and  others,  was 
figured  in  your  running  expenses  and  deducted  before  your  profits 
were  estimated,  is  that  true? 

Mr.  Swift.  I  want  to  explain  now  that  tho^  affidavits  that  I  filed 
on  yesterday  in  i*elation  to  the  expenditure  of  $1,700,000,  stated  that 
all  of  the  advertising  that  we  put  out  was  of  value  as  regards  the  sale 
of  our  products;  it  all  helps  to  create  a  demand  for  them,  and  helps 
to  maintain  the  good  name  of  Swift  &  Co.,  so  that  we  can  sell  goods 
on  a  equal  footing  with  anyone  else  who  ha3  not  had  this  notoriety. 
We  call  it  all  a  good  investment,  this  keeping  of  our  products  before 
the  public,  and  a  necessary  part  of  our  business. 

Mr.  Veeder.  Mr.  Chaplain,  our  accountant,  says  you  are  mistaken, 
Mr.  Swift,  as  to  the  amount  paid  to  Mr.  Logan  being  a  part  of  our 
expense;^. 

Mr.  Swift.  How  about  that,  Mr.  Chaplain  ? 

Mr.  Chaplain.  No;  I  mean  that  that  publicity  was  not  deducted. 

Mr.  Barkley.  What  you  spend  for  publicity  goes  in  as  a  part  of 
your  expenses,  and  was  deducted  from  your  gross  receipts  in  order  to 
arrive  at  your  net  profits? 

Mr.  (\iAPLAiN.  Not  under  the  requirements  of  the  Food  Adminis- 
tration, which  is  imder  their  control. 

Mr.  Bakkley.  Let  us  get  back  to  Mr.  Logan,  Mr.  Swift:  These  mat- 
ters of  publicity  referred  to  that  weie  submitted  to  Mr.  Logan  because 
of  some  article  vou  had  seen  in  Leslie's  Weeklv  written  bv  him  that 
seemed  to  be  f avoidable  to  your  side;  how  did  yon  happen  to  pick  out 
a  man  in  Washington  to  be  your  adviser  for  publicity  matter  to  go 
into  all  newspapers  in  the  United  States  ? 
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Mr.  Swift.  I  do  not  know  that  we  knew  Mr.  Logan  was  living  in 
Washington.  We  simply  saw  this  article  in  the  weekly,  and  were 
attracted  to  it  because  of  the  language  used  and  the  arguments  pat 
forth.  Then  following  the  matter  up  and  finding  that  he  lived  in 
Washington,  we  could  not  bar  him  for  that  reason,  could  we? 

Mr.  BarkXiE Y.  Did  you  read  the  article  in  Leslie^s  Weekly  ? 

Mr.  Swift.  Well,  I  glanced  at  it.  I  had  heard  about  it,  but  do  not 
know  that  I  had  seen  it  at  that  time. 

•   Mr.  Barkley.  Had  you  heard  about  it  before  you  employed  Mr. 
Logan  ? 

Mr.  Swift.  I  think  Mr.  Veeder  had. 

Mr.  Barkley.  You  do  not  know  whether  that  article  was  re- 
sponsible for  Mr.  Logan  *s  employment  or  not  ? 

Mr.  Swift.  I  know  it  was  the  beginning  of  it ;  that  it  was  at  least 
partially  responsible. 

Mr.  Barkley.  Did  you  know  that  he  was  connected  with  a  news- 
paper in  Washington  at  that  time? 

Mr.  Swift.  Did  I  know  that  he  was  a  newspaper  man?  Yes;  I 
knew  that. 

Mr.  Barkley.  No  ;  that  was  not  my  question.  Did  you  know  that 
he  was  connected  with  one  of  the  newspapers  in  Washington? 

Mr.  Swift.  No  ;  I  thought  he  was  connected  with  a  newspaper  in 
Philadelphia. 

Mr.  Barkley.  Did  you  learn  afterwards  that  he  was  connected  with 
a  newspaper  in  Washington? 

Mr.  Swift.  All  I  knew  was  that  he  wrote  for  a  Philadelphia  news- 
paper. 

Mr.  Swift.  I  did  not  that  I  recall. 

Mr.  Barkley.  Did  you  know  that  he  was  on  that  paper  at  any  time 
after  he  was  enaployed  by  you  ? 

Mt.  Swift.  No  ;  1  did  not  know  it.  It  may  have  been  mentioned — 
that  is,  it  may. have  been  told  to  me — but,  if  so,  it  was  a  matter  that 
did  not  make  any  impression  on  me. 

Mr.  Barkley.  Do  you  know  whether  or  not  the  fact  that  Mr.  Logan 
was  employed  on  a  Washington  newspaper  had  anything  to  do  with 
his  employment  by  you? 

Mr.  Swift.  I  do  not  think  it  did. 

Mr.  Barkley.  Do  you  know  him  personally  ? 

Mr.  Swift.  Yes,  sir. 

Mr.  Barkley.  Was  it  a  part  of  his  duty  to  keep  you  advised  as  to 
legislation,  or  the  activities  of  the  Government,  that  might  affect  the 
packers? 

Mr.  Swift.  Well,  he  never  sent  me  any  advice  of  that  kind.  I  do 
not  know  what  he  may  have  sent  to  Mr.  Veeder.  You  will  have  to 
ask  him  about  that. 

Mr.  Veeder.  I  will  be  ^lad  to  explain  the  matter 

Mr.  Barkley  (interposing) .  Inasmuch  as  I  assume  that  Mr.  Veeder 
will  be  put  on  the  stand,  I  can  ask  him  that  when  he  takes  the  stand. 

Mr.  Veeder.  Very  well. 

Mr.  Barkley.  Mr.  Swift,  did  you  ever  see  any  letters  that  Mr. 
Logan  wrote  to  Mr.  Veeder  advising  the  latter  about  matters  of 
that  sort  ? 

Mr,  Swift.  No,  sir. 
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Mr.  BarkiiBt.  Who  else  did  you  have  in  Washington  whose  duty 
it  was  to  be  your  adviser } 

Mr.  Swift.  I  do  not  know  of  anybody  else.  I  do  not  recall  any-: 
body  else. 

Mr.  Barklet.  During  the  time  that  Mr.  Logan  was  employed  by 
your  company  did  you  also  know  that  he  was  representing  the  Stand- 
ard Oil  C!o.  of  New  Jersey,  and  the  Standard  Oil  Co.  of  Indiana^ 
and  the  General  Electric  Co. — of  Boston,  was  it? 

Mr.  WiNsjuow.  Of  Schenectady. 

Mr.  SwiPT.  I  did  not  know  it,  and  I  do  not  know  whether  Mr... 
Veeder  knew  it  or  not. 

Mr.  Barkley.  Did  you  pay  him  any  expense  account  in  addition 
to  his  $500  a  month  ? 

Mr.  SwiTT.  I  think  not. 

Mr.  Barkley.  Are  you  sure  about  that? 

Mr.  Swift.  I  have  been  told  not. 

Mr.  Barkley.  What  els?  was  Mr.  Logan  supposed  to  do  besides 
having  your  advertising  submitted  to  him  for  his  approval? 

•  Mr.  Swift.  Well^  I  did  not  just  put  it  in  that  way.  We  had  hun; 
for  his  general  advice  as  regards  the  'publicity  question  from  an  out- 
sider's standpoint 

Mr.  Barkley.  But  the  fact  that  the  Federal  Trade  Commission 
-was  located  in  Washington,  and  their  activities  might  result  in 
legislation  affecting  the  packers,  may  have  had  something  to  do 
with  Mr..  Logan^s  employment  by  yoicr  concern,  may  it  not? 

Mr.  Swift.  No,  sirl 

Mr.  Barkley.  So  that  if  he  had  lived  in  San  Francisco  instead  of 
in  Washington,  and  it  had  happened  that  this  article  in  Leslie's 
Weekly  came  to  your  attention,  yoii  would  have  searched  him  out 
and  given  him  this  $500  a  month  just  the  fedme? 

*  Mr.  Swift.  No,  sir. 

Mr.  Barkley.  You  would  liot? 

Mr.  Swift.  No,  sir.  San  Francisco  is  too  far  away;  and  it  is 
going  in  the  wrong  direction. 

'  Mr.  Barkley.  I  understand,  but  if  he  was  an  expert  adviser,  and 
you  submitted  publicity  matters  to  him,  what  difference  did  it  make 
where  he  might  live? 

Mr.  Swift.  We  could  not  have  used  him  at  that  distance.  If  he 
had  lived  in  New  York  City,  or  in  Philadelphia,  or  in  Boston,  it 
would  have  been  different. 

Mr.  Barkley.  Or  in  Chicago? 

Mr.  Swift.  Well,  we  would  have  wanted  somebody  out  of  Chi- 
cago.   We  wanted  to  know  what  people  down  East  thought  of  us. 

Sf  r.  Barkley.  That  is  all. 

The  Chairman.  Mr.  Winslow,  you  may  take  the  witness. 

Mr.  Winslow.  Mr.  Swift,  about  advertising:  I  would  like  to  ask 
you  if  you  feel  there  is  anything  reprehensible  in  jrour  trying  to 
find  out  what  is  going  on  in  reference  to  your  business,  however 
you  do  it  ? 

Mr.  Swift.  I  should  think  not. 

Mr.  WiNSLOw.  Have  you  any  knowledge  which  would  warrant 
you  in  arriving  at  a  conclusion  as  to  the  business  efficiency  of  pro- 
ducers and  others  who  furnish  cattle  to  the  packer  ? 
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Mr.  Swift.  Have  I  any  knowledge  about  their  efficiency? 

Mr.  WiN8i/)W.  Yes;  their  business  efficiency^  and  in  their  way  of 
handling  their  production  of  cattle? 

Mr.  SwiiT.  Well,  you  see  there  is  a  great  variety  about  their  ineth* 
ods.  Some  of  them  are  extremely  efficient,  and  some  of  them  are 
extraordinarily  negligent.  Some  of  them  fail  and  have  to  go  oot 
of  business,  while  others  of  them  succeed,  stay  in  the  business  and 
become  very  rich  men. 

Mr.  Win  SLOW.  Is  there  any  considerable  number  of  .notable  in- 
stances of  men  who  have  persistently  kept  on  in  the  business  and 
made  a  reasonable  profit? 

Mr.  Swift.  I  think  there  are  a  great  many. 

Mr.  WiNsiiOw.  Would  you  feel  that  there  is  as  large  a  percentage 
of  successful  producers  of  cattle,  say  in  the  last  25  years,  as  in  any 
other  line  of  business? 

Mr.  Swift.  There  is. 

Mr.  WiNSLOW.  Have  you  in  your  mind  an  idea  of  about  the  aver- 
age percentage  of  profit  among  the  successful  producers  of  catUe — 
take,  for  instance,  for  25  years  back — about  which  I  have  asked  yon? 

Mr.  Swift.  Oh,  I  could  not  give  you  the  average  percentage. 
There  have  been  some  very  large  profits  made,  but  I  could  not  tell 
you  what  they  are. 

Mr.  WiNSiiOw.  Would  you  feel,  in  accordance  with  your  best  judg- 
ment, as  far  as  you  can  form  it  without  the  figures,  that  the  busi- 
ness of  producing  cattle  for  the  past  25  years  has,  in  all  general 
respects,  been  as  profitable  as  the  average  run  of  business  throuirfaoat 

Mr.  Swift.  Yes,  sir;  I  think  it  has  been  done. 

Mr.  WiNSLow.  And  you  would  say  that  it  is  just  as  inviting  a  field 
for  a  man  to  go  into  at  this  time  as  any  other  ordinary  busineasf 

Mr.  Swift.  I  would  think  if  a  man  had  a  farm,  and  woold  put 
hogs  with  cattle,  and  would  conduct  the  business  in  a  proper  man- 
mer,  yes,  sir. 

Mr.  WiNSLOw.  Certainly ;  and  you  would  say  the  same  thin^  of 
a  plumber.    If  he  had  the  necessary  melting  pot  and  the  things  to 

So  with  it,  he  can  do  certain  work  tnat  the  plumber  must  be  able  to 
o  if  he  is  to  conduct  the  business. 

Mr.  Swift.  Yes,  sir.  I  might  add  that  I  understand  these  vaen 
have  made  as  high  as  $20  a  head  in  feeding  cattle  and  selling  them 
to  packers;  that  they  would  average  $20  a  head,  say,  for  the  last 
two  years. 

Mr.  Montague.  Do  you  mean  net  profit? 

Mr.  Swift.  Yes,  sir. 

Mr.  WiNSLow.  I  am  not  so  particularly  concerned  with  the  last 
two  years,  because  they  have  had  an  umbrella  held  over  them  during 
that  period ;  but,  say,  for  the  past  25  years— or  I  will  say  for  the 
first  23  of  the  past  25  years — ^would  you  say  that  a  man  with  ordinary 
intelligence  in  the  setting  up  of  his  plant  and  operation  of  it  has  had 
as  good  n  chance  to  make  a  profit  as  a  man  in  any  other  business 
has  had? 

Mr.  Swift.  I  would.  But  they  had  a  pretty  hard  time  15  or  20 
years  ago.  The  farmers  and  everybody  had  a  hard  time  of  it,  because 
stuff  was  so  cheap.    For  instance,  corn  might  sell  for  15  or  20  cents 


GOVBBNHENT  OOITXEOI.  OF  HBAT-PACKUrG  I2n>USTBT.        888 

a  bushel,  and  they  would  then  have  to  sell  their  cattle  cheap.  I  do 
not  think  their  profits  then  were  what  they  should  have  been;  but 
since  that  time,  coming  up  along  toward  the  war  times,  say,  perhaps 
for  10  years,  the  average  has  been  good. 

Mr.  WiN8ix)w.  I  did  not  quite  want  to  ask  you  on  that  plan,  for 
the  reason  that  there  is  no  occasion  for  eliminating  a  dull  period  to 
the  producer  of  cattle  any  more  than  we  should  eliminate  a  dull 
period  from  consideration  in  connection  with  the  man  who  runs  a 
cotton  mill  or  a  woolen  will,  or  a  man  in  the  building-trade  business, 
or  a  man  in  dny  other  business.  He  must  take  the  bad  with  the  good, 
the  dull  with  the  sharp  demand,  the  same  as  you  do  and  everybody 
else  does.  So  if  we  can  agree  on  a  period  of  25  or  30  or  40  years, 
if  you  choose,  I  would  like  to  have  your  judgment  as  to  whether  or 
not  in  the  long  run,  as  in  any  other  business,  the  cattle  grower  has 
as  good  a  chance  for  success  and  profit  as  the  man  in'  any  line  of 
conunercial  activity — ^that  is,  for  a  lair  return  in  the  business? 

Mr.  Swift.  I  believe  they  have  had  for  25  years,  and  for  the  past 
16  years  it  would  be  better. 

Mr.  WiNSLow.  That  latter  period  would  help  their  average? 

Mr.  Swift.  Yes,  sir. 

Mr.  WiNSLow.  You  think  that  for  25  years  there  has  been  no  ex- 
cuse coming  for  the  cattle  grower  if  his  business  has  been  intelligently 
organized  and  conducted  ? 

Mr.  Swift.  No,  sir. 

Mr.  WiNSLOw.  And,  further,  no  greater  proportion  of  producers  of 
cattle  have  failed  in  their  business  during  the  past  25  years  than 
of  men  in  any  other  line  of  commercial  activity  ? 

Mr.  Swift.  That  is  true. 

Mr.  WiNSLOw.  If  that  is  the  case  why  do  all  these  cattle  producers 
hate  the  packers  so? 

Mr.  Swift.  Well,  as  I  explained  on  yesterday,  at  thp  time  that  foot- 
and-mouth  disease  was  on  conditions  were  upset  in  every  direction. 
Everybody  thought  that  hogs  and  cattle  were  on  an  advancing  tend- 
ency. I  thought  myself  that  within  six  months  or  a  year  the  price 
of  hogs  and  cattle  might  advance  from  2  to  3  cents  a  pound.  But 
all  of  ft  sudden  this  thing  came  on,  and  all  the  natural  channels  ^ot 
choked  up,  and  instead  of  prices  advancing  2  or  8  cents  a  pound,  I 
think  they  declined  2  or  3  cents  a  pound.  That  makes  a  heai>  of 
difference,  between  goms  up  and  going  down.  Those  men,  I  think, 
were  very  much  dissatisfied,  which  they  had  a  right  to  be.  I  think 
that  was  the  be^nning  of  the  dissatisfaction  and  the  cause  of  the 
meeting  in  our  omce,  as  I  explained.  I  have  no  explanation  to  make, 
except  that  I  know  they  had  reasonable  grounds  for  being  dissatisfied 
then,  and  I  could  not  blame  them. 

Mr«  WiKSLOW.  Do  you  mean  with  the  packers  ? 

Mr.  Swift.  Well,  no ;  I  wouldn^  say  with  the  packers. 

Mr.  WiNSLOw.  That  was  my  inquiry ;  why  do  they  dislike  the  pack- 
ed so  much  ? . 

Mr.  Swift.  Well,  they  are  inclined  to  blame  us,  along  with  other 
conditions,  for  the  situation  that  existed  then. 

Mr.  WiNSiiOw.  For  the  foot-and-mouth  disease  ? 

Mr.  Swift.  Yes ;  in  that  they  perhaps  thought  we  could  have  acted 
more  in  their  interest  than  we  did. 
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Mr.  WiNSLOW.  That  is  one  isolated  case.  Have  you  other  thinfss  in 
mind  that  would  seem  to  warrant  them  in  feeling  that  you  are  their 
enemies  ? 

Mr.  Swift.  Well,  I  have  this  in  mind,  that  the  cattle  producers  and 
the  cattle  feeders  who  understand  the  true  situation  are  not  opp<^ed 
to  the  large  packers.  I  think  there  are  a  few  of  them  that  think 
they  have  a  grievance.  Strange  as  it  may  seem  those  that  I  have  in 
mind  are  successful  men,  men  who  have  made  plenty  of  money  and 
been  a  success  in  their  business.  But  they  are  apparently  not  satis- 
fied,  and  think  they  should  have  had  a  better  arrangement,  and  8o 
forth.  I  think  the  majority  of  the  stock  raisers  are  more  in  favor  of 
the  packers  than  would  be  indicated  on  the  surface. 

Mr.  WiNSLOW.  Do  you  happen  to  know  of  any  private  source,  or  any 
bureau  of  the  Government,  or  otherwise,  which  might  furnish  a  state- 
ment  as  to  the  profits  of  producers,  and  so  forth,  of  cattle  and  other 
live  stock? 

Mr.  Swift.  No,  sir;  I  do  not  know  of  any  bureau  of  the  Govern- 
ment, nor  any  other  source  of  information,  except  that  I  8uppo<« 
these  men  themselves  would  tell  what  their  profits  are  and  have  been 
if  they  are  asked. 

Mr.  WiNSLOW.  Do  you  think  any  of  our  Government  bureaus  oould 
furnish  statistics  along  that  line? 

Mr.  Swift.  I  do  not  think  they  have  done  it. 

Mr.  WiNSiJ^w.  So  it  is  a  pretty  difficult  thing  to  really  tell  ac- 
curately whether  cattle  raising  has  been  becoming  more  and  more 
profitable  or  otherwise? 

Mr.  Swift.  Yes,  sir. 

Mr.  WiNSLOw.  But  ypur  impression  is  that  it  has  been  as  profitable 
as  any  other  line? 

Mr.  Swift.  Yes,  sir. 

Mr.  WiNSLOW.  Have  you  in  mind  in  a  general  way  the  total  money 
invested  in  the  packing  business  in  this  country  ? 

Mr.  Swift.  Oh,  I  only  know  what  Swift  &  Co.  have  invested,  hot  T 
);ouldn't  estimate  the  probable  amount  of  money  invested  in  the  whole 
business. 

Mr.  WiNSLow.  I  expect  that  is  a  matter  of  statistical  report  some- 
where. I  do  not  want  to  pin  you  down  to  the  last  dollar,  out  wonld 
like  to  have  the  approximate  amount. 

Mr.  Swift.  The  amount  of  money  invested  in  the  packinfr  bnsiness 
of  the  cotkntry? 

Mr.  WiNSLOW.  Yes. 

Mr.  Swift.  In  plants  and  working  capital  ? 

Mr.  WiNSLOW.  Yes. 

Mr.  Swift.  I  do  not  have  the  figures  available  here,  except  as  to 
what  Swift  &  Co.  have  invested  in  their  business,  and  I  wonid  have 
to  make  a  guess  as  to  what  it  may  be  in  the  whole  United  States. 

Mr.  WiNSLOW.  That  would  not  be  very  accurate,  necessarily,  would 
it  ?  Could  vou  obtain  for  us  an  answer  to  that  question ;  and  in  ad- 
dition get  the  total  investments  of  the  big  five  group  of  packers? 

Jlr.  Swift.  I  do  not  know  that  those  figures  could  be  secured.  The 
I'nitod  States  census  has  those  figures,  l)ut  they  are  for  1914,  and 
nothing  since. 
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Mr.  WiN8U)w.  Very  well,  we  will  pass  that.  In  the  matter  of 
refrigerator  and  private  cars,  what  percentage  more  cars  do  you  feel 
would  have  to  be  owned  and  operated  if  the  Government  or  the  rail- 
roads had  charge  of  this  matter  instead  of  their  being  owned  and 
closely  followed  up  by  private  owners  in  your  line  of  business  ? 

Mr.  Swift.  Why,  if  they  would  build  five  or  ten  per  cent  more  cars 
than  there  are  now  I  think  that  would  take  care  of  the  demand. 

Mr.  WiN8U)w.  That  is,  if  you  packers  altogether  are  now  the 
owners  of  and  using  10,000  refrigerator  cars,  you  would  feel  that  the 
railroads  or  the  Government  would  have  to  have  at  least  11,000  in 
order  to  give  the  same  service? 

Mr.  Swift.  Yes,  sir ;  and  more  than  that. 

Mr.  WiNSM)w.  Have  you  any  sort  of  practical  estimate  that  you 
could  put  upon  that  ? 

Mr.  Swift.  No;  only  in  a  general  way. 

Mr.  WiNSLOw.  I  judge  from  what  you  have  heretofore  said  that 
you  feel  by  virtue  of  having  a  bureau  to  keep  up  with  the  movement 
of  these  private  cars — ^to  get  them  loaded,  sent  forward  promptly  to 
destination,  there  unloaded,  and  returned  to  you — ^you  are  able  to  get 
the  service  which  you  now  enjoy? 

Mr.  Swift.  Yes,  sir. 

Mr.  Winsijow.  In  that  event  there  would  be  some  relation  between 
your  department  and  the  railroad  department  ? 

Mr.  Swift.  Yes,  sir. 

Mr.  WiNfiiiOW.  You  would  feel  that  you  could  not  otherwise  eXt 
pect  those  results? 

Mr.  Swift.  No,  sir;' but  from  the  fact  that  we  own  the  cars  our- 
selves we  unload  them  quickly,  dump  the  stuff  out  as  it  were.  That 
is  the  same  way  with  anybody  else  who  owns  cars;  they  are  going  to 
unload  them  very  quickly  after  they  get  in.  If  some  other  interest 
owns  the  cars  people  woiild  not  have  the  same  incentive. 

Mr.  WiNSix)w.  And  more  cars  means  more  labor  to  operate,  more 
switching,  more  sidings,  greater  cost  to  run  the  railroad  from  every 
view  point;  isn't  that  a  fair  statement? 

Mr.  Swift.  Yes,  sir. 

Mr.  WiNSiiOw.  So,  then,  from  the  standpoint  of  the  management  of 
the  railroads,  and  in  the  interest  of  those  who  patronize  the  railroads, 
there  would  be  an  increase  of  expense  all  down  the  line? 

Mr.  Swift.  Yes,  sir.  ' 

Mr.  WiNSiiOW.  Have  1  drawn  a  proper  inference  from  your  testi- 
mony when  I  assume  that  you  have  stated  that  any  small  packer  who 
knows  his  business,  and  is  intelligent,  ought  to  produce  just  about  as 
good  a  line  of  products  as  anyboay  else? 

Mr.  Swift.  Yes,  sir. 

Mr.  WiNSLOw.  Have  you  had  any  opportunity  to  form  a  judgment 
as  to  the  operation  of  railroads  in  respect  to  service,  thorougnness 
of  the  service,  since  they  have  fallen  under  Government  supervision, 
or  the  administration  of  the  Government,  I  mean  ? 

Mr.  Swift.  Well,  Mr.  Winslow,  I  would  really  rather  confine  my- 
self to  my  own  troubles,  if  possible.  I  hesitate  to  make  comment  on 
them. 

Mr.  Winslow.  If  you  answered  me  directly,  you  would  not  have 
to  say  any  more  than  that  you  have  had  an  opportimity  to  observe 
that  management. 
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Mr.  Swift.  Well,  sir,  I  have  had  that  opportunity,  but  I  would 
rather  not  at  this  time  bring  it  into  our  complications  and  say  wha( 
it  is. 

Mr.  WiNSLOw.  Suppose  I  ask  you  one  question  further  on  that, 
and  nothing  more :  Has  the  opportunity  which  has  been  afforded  you 
to  observe  Government  management  and  control  of  the  country ^s 
railroads  given  you  any  cause  for  considerable  reflection  upon  tiie 
subject? 

Mr.  Swift.  Yes,  sir. 

Mr.  Dew  ALT.  That  is  what  might  be  called  direction  by  indirection* 

Mr.  WiNSLow.  That  is  what  is  known  in  philosophy  as  the  power 
of  suggestion. 

Now,  Mr.  Swift,  this  banking  business  seems  to  have  atti*acted 
attention  here  for  quite  a  while.  I  feel  that  you  did  not  make  quite 
clear  enough  for  the  benefit  of  our  records  that  banks  pretty  generally, 
not  only  m  the  cattle  centers  but  country  wide,  deal  largely,  not 
meagerly,  in  cattle  paper.    That  is  quite  true,  isn't  it? 

Mr.  Swift.  They  do. 

Mr.  WiNSLOW.  Are  there  special  brokers  in  all  the  big  cities  offer* 
ing  cattle  paper  in  their  home  cities  direct  and  all  over  the  country 
by  correspondence,  including  the  loan  institutions  of  the  Government ! 

Mr.  Swift.  There  are  in  most  of  the  big  cities. 

Mr.  WiNSLOw.  Men  who  do  nothing  else  practically  ? 

Mr.  Swift.  I  would  not  say  that.  I  would  say  brokers  take  on  a 
general  line  of  paper  and  sell  cattle  paper  as  well  as  ccnnmercial  paper. 

Mr.  WiNSLOw.  Many  of  them  do  specialize  on  cattle  paper? 

Mr.  Swift.  I  could  not  say  that.  I  think  that  comes  within  their 
general  business,  but  I  do  not  think  they  specialize.  But,  in  any 
event,  they  do  make  a  feature  of  it. 

Mr.  WiNSLOw.  Is  not  cattle  paper  considered  such  an  institution 
that  it  is  quoted  in  the  papers? 

Mr.  Swift.  Yes,  sir. 

Mr.  WrN8ix)w.  And  kept  apart  from  other  bank  quotations  on  gen- 
eral commercial  pa|>er? 

Mr.  Swift.  Yes,  sir;  quite  often. 

Mr.  WiNSLOW.  Showing  there  is  a  distinct  market  for  sudi  p^per, 
and  that  it  is  specialized  m  throughout  the  country  ? 

Mr.  Swift.  Quite  often  j  and  it  is  considered  the  most  desirable 
collateral  paper  that  there  is  on  the  market. 

Mr.  WiNSLOW.  Now,  to  meet  one  point  that  was  brought  up  here  by 
mv  friend  Judge  Dillon,  namely :  Does  not  the  bank  in  we  stockyarda, 
whatever  you  call  it.  have  the  power  to  foreclose  on  an  unpaid  note 
due  with  cattle  as  coUateral  t  Of  course,  it  has  that  power  the  same 
as  any  other  bank  would  have  on  any  other  paper.  But  would  it  not 
be  attended  with  about  the  same  results  in  the  long  run  if  they'Shonld 
foreclose  for  no  commercial  reason? 

Mr.  Swift.  Their  interest  in  that  loan  and  in  that  paper  is  identical 
with  that  of  the  owner  of  the  cattle,  and  they  would  naturally  w<Mrk 
out  between  them  an  arrangement  to  market  those  cattle  to  the  best 
advantage,  even  if  it  required  an  extension  of  the  note. 

Mr.  WiN8i/)W.  And  if  they  took  any  advantage  of  the  maker  of 
the  note  for  any  reason,  wherein  the  interest  of  some  packer  who 
might  be  a  stockholder  or  dominant  power  in  that  bank  would  be 
affected,  there  would  be  but  one  thing  for  them  left  in  a  very  short 
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while,  and  that  would  be  to  wind  up  their  affairs,  for  th^  wowld  liavt 
no  customers  left  to  do  business  with,  wouldn't  it  ? 

Mr.  Swift.  If  they  took  snap  judgment  of  that  Idnd,  they  would 
not  only  suffer  with  the  maker  in  any  such  action,  but  they  would 
also  lose  their  customers,  and  eventually  would  hare  to  go  out  of 
business.. 

Mr.  WiNSLOW.  And  if  any  considerable  number  of  them  worked 
on  the  same  plan  it  would  discredit  them  in  the  eyes  of  producers! 

Mr.  Swift.  They  would  discredit  the  cattle-loan  business  to  a 
serious  extent. 

Mr.  WiNSLOw.  Now,  as  to  your  advertising  expense.  While  I  Will 
not  imdertake  to  analyze  all  the  features  of  it  as  they  appear  to  me,  I 
want  to  bring  out  one  or  two  points  about  it.  Advertising  is  for  the 
purpose  of  creating  good  will,  isn't  it? 

Mr.  Swift.  Yes,  sir ;  and  to  assist  in  the  sale  of  goods. 

Mr.  WiNSLOw.  Is  there  any  sale  of  goods  except  through  good  will, 
as  a  rule? 

Mr.  Swirr.  That  is  about  the  size  of  it. 

Mr.  WiNSLOw.  And  to  keep  good  will  you  have  in  the  long  run  to 
keep  up  quality? 

Mr.  Swift.  That  is  right. 

Mr.  WiNSLOw.  Which  I  presume  you  not  only  try  to  give,  but  are 
giving? 

Mr.  Swift.  We  claim  we  excel  in  that  respect. 

Mr.  WiNSLOW.  Well,  to  claim  and  to  think  are  all  die  same.  An- 
other thing  in  addition  in  getting  good  will  is  the  matter  of  price, 
with  those  who  buy  from  you,  either  in  trade  or  in  consumption  ? 

Mr.  Swirr.  Yes,  sir. 

Mr.  WiNSLOW.  Wow,  another  point  I  want  to  clear  up  if  I  can. 
With  your  quality  insured  and  your  price  satisfactory,  yet  you  must 
still  have  methods  of  doing  business  in  every  other  respect  so  as  to 
have  the  confidence  of  the  people,  and  be  as  free  as  possible  from 
popular  prejudice.    Would  you  subscribe  to  that  proposition? 

Mr.  Swift.  Yes^r ;  most  emphatically. 

Mr.  WiNSLOw.  Would  you  say  that  the  last  proposition  would 
account  for  your  extra  investments  during  the  past  year  in  tlxe  adver- 
tising line? 

Mr.  Swdft.  I  would. 

Mr.  WiNSLOw.  That  is  all  I  care  to  ask. 

The  Chairman.  Mr.  Stephens,  you  may  take  the  witness. 

Mr.  Stephens.  Mr.  Swift,  I  nave  a  few  questions  which  have 
been  suggested  to  me  by  an  article  I  have  read  in  the  morning  paper. 
It  is  an  interview  with  Food  Administrator  Hoover  in  Paris.  Yon 
might  have  noticed  it  in  the  morning  Post. 

Mr.  Swift.  I  missed  that.    I  did  not  see  it. 

Mr.  Stephens.  It  is  rather  interesting,  and  refers  to  you.  I  will 
just  read  it  in  asking  my  question,  not  that  it  has  any  particular 
value  in  itself,  except  to  show  Mr.  Hoover's  views  on  the  criticism 
that  has  been  offered  against  the  packers.  This  article  is  dated  Paris, 
January  23,  and  is  as  follows : 

Herbert  O.  Hoover,  the  Food  Administrator,  in  a  statement  to-day  replying 
to  criticisms  of  him  in  the  United  States  Senate,  said : 

"  I  apparently  emerge  In  a  new  light  as  the  friend  of  the  Chicago  packers. 
At  the  same  time  the  mall  brings  a  report  from  Swift  &  Co.  blaming  the  Food 
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^dndiiifttfatioa  for  rMucing  their  profits  by  $10,000,000  during  the  last  year. 
I  do  not  Imagine  that  the  packers  would  appreciate  a  wide  circle  of  such  friends 
,  "  I  notice  also  that  I  committed  a  crime  by  holding  the  October  Joint  con- 
ference of  farmers  and  representatives  of  40  small  packers  as  well  as  the  big 
jpackers,  together  with  representatives  of  allied  Governments  for  the  purpose  of 
settling  on  a  price  for  exports  of  pork  that  would  give  the  American  farmer  a 
square  deal  and  a  distribution  of  orders  that  would  protect  the  small  packers. 
.  "  We  have  even  tried  to  secure  the  continuance  Df  these  war  arrangements 
tlirough  the  armistice  period  and  the  opening  of  other  markets,  because  the 
American  farmer  did  his  duty  and  produced  the  goods. 

.r  "  If  the  American  farmer  and  the  small  packer  now  feel  that  these  arrange- 
ments are  wrong  it  would  be  the  greatest  burden  off  our  shoulders  if  we  could 
knpw  it  quickly.  The  British  Government  Is  particularly  anxious  to  be  relieved 
from  these  arrangements." 

I  gather  from  that  that  Mr.  Hoover  is  of  the  impression  that  the 
producers  generally  are  dissatisfied  with  the  fixing  of  the  prioe  of 
])ork.  Of  course  you  have  not  found  that  to  be  true,  have  you  ?  The 
prpducers  are  satisfied  with  the  price  of  pork  as  fixed  by  this  agree- 
'ment,  aren't  they  ? 

Mr.  Swift.  They  are  now.  They  made  a  great  big  demand  and 
howl  to  have  it  much  higher  at  meetings  in  the  past.  They  wanted  to 
get  it  a  great  deal  higher,  and  appeared  very  much  disgruntled,  at 
least  some  of  them  did,  while  others  of  them  seemed  to  take  a  fair 
A'iew.  of  it.  and  to  be  satisfied.  But  there  was  a  great  deal  of  dissatis- 
faction, thinking  it  ought  to  have  been  higher. 

Mr.  Stephens.  You  were  a  member  of  that  group  of  packers  and 
producers  and  forei^  agents,  were  you  not? 

Mr!  Swift.  Yes,  sir;  1  have  been  present  at  a  great  many  of  them. 
My  brother,  G.  F.  Swift,  jr.,  had  the  special  responsibility,  but  I 
was  there  a  good  deal  of  the  time. 

Mr.  Stephens.  The  price  was  fixed  by  agreement,  not  by  law. 
There  is  no  law  providing  for  the  fixing  of  the  price  of  pork? 
/    Mr.  Swift.  I  think  not,  except  the  authority  given  under  the  war 
jemergency. 

Mr.  Stephens.  The  object  of  that  agreement  was  to  stabilize  the 
price  so  as  to  keep  the  price  of  pork  at  a  figure  the  consumer  could 
yfford  to  pay,  and  at  a  figure  that  the  producer  could  afford  to  grow 
it  ?    That  was  the  ainx  J^nd  purpose  of  it  ? 

Mr.  Swift.  Certainlv. 

Mr.  Stephens.  Now,  do  you  believe  that  the  present  price  of  pork 
is  too  high  as  compared  to  food  prices  at  the  present  time? 

Mr.  Swift.  It  looks  to  me  pretty  fair  and  pretty  reasonable. 

Mr.  Stephens.  Now,  then,  do  you  think  that  if  com  prices  go  down, 
and  if  the  present  price  of  pork  continues,  there  will  be  an  excess  pro- 
.duction  of  pork  in  the  country  ? 

Mr.  Swii-T.  Oh,  I  don't  look  for  an  excess  production.  I  look*  for 
a  tremendous  demand. 

Mr.  Stephens.  Well,  do  you  think  that  a  stable  price  for  products 
.is  desirable  over  given  periods? 

Mr.  Swift.  Yes,  sir. 

Mr.  Stephens.  If  a  stable  price  is  desirable,  and  the  present  price 
is  too  high,  isn't  it  possible  for  the  Food  Administration,  or  some 
similar  agency,  to  fix  another  price  that  would  be  suitable  for  the  next 
crop  of  pork? 

Mr.  Swift.  Tliis  price  was  fixed  by  a  conference  with  the  pro- 
ducers, the  packers,  and  the  representatives  of  the  allied  govemmeiUs, 
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and  it  was  the  result  of  negotiation  and  dickering  back  and  forth. 
It  was  what  you  might  call  a  harmonized  price.    If  it  is  going  to  be 
ohanged  they  would  have  to  go  through  the  same  operation  again. 
;    Mr.  Stefhexs.  Have  another  meeting? 

,  •  Mr.  Swift.  The  Food  Administration  would  have  to  have  another 
meeting  with  the  same  people,  A  different  argmnent  would  have  to 
be  laid  on  the  table  and  threshed  out  and  they  would  have  to  strike 
a  general  average  with  relation  to  the  conditions  existing,  as  I  ex- 
plained at  the  time. 

,  'Mr.  Stephens.  Don't  you  think  that  would  be  a  good  thing,  Mr. 
Swift,  rather  than  have  violent  fluctuations  in  prices,  both  for  the 
producer  and  the  consumer? 

;  Mr.  Swift.  Absolutely.  If  at  the  present  time  and  until  after  the 
peace  nemtiations  are  concluded  and  things  get  down  to  normal ;  I 
say,  until  that  time,  during  this  period  of  uncertainty  that  is  on  us 
no.w,  if  the  Food  Administration's  authority  for  stabilizing  pricep 
were  removed  it  would  result  in  disastrous  conditions.  The  first 
effect  might  be  that  prices  might  go  down  into  the  cellar  or  might 
go  down,  and  the  next  effect  might  be  that  prices  might  go  up. 
•^yeirybody  would  be  upset,  and  in  the  end  prices  might  not  average 
any' different  from  the  present  stabilized  price;  but  the. injustice  an(J 
the  dissatisfaction  would  be  great,  and  the  results  severe,  ^  •  : 
Jr. Mr.  Stephen s;  In  pother  words  this  violent  fluctuation  of  price 
would  result  ultimately  in  reduced  production,  and  that  would  raise 
the  price  to  the  consumer../ <  A^d  iti^woulid  all  average  up  about  the 
same,  but  lying  between  would  be  a  pathway  strewn  with  wreck  and 
>jum?        ;     '  , 

;.  Mr.  Swift.  Sure.  If  pric(3s  declined  unreasonably,  which  they 
^ight^do,  it' would  shut  off-  production.  And  then,  if  later  on,  say 
six  months  from  now  when  you  needed  production  there  was  a  greatly 
reduced  quantity  everything  would  be  upset. 

Mr.  Stephens.  Yes,  sir. 

Mr.  Sweet.  Mr;; Stephens,  let  me  ask  you  right  there:  You  say  in 
fixing  the  price ;  do  jou  mean  that  the  price  is  to  be  fixed  upon  what  it 
.will  cost  to  produce  a  pound  of  pork? 

'.  Mr.  t^TEPHENS. '  My  view  was  that  the  Food  Administration  or  some 
other  governmental  agency  that  would  be  created  for  the  purpos6|, 
i>houldbe  composed  oi-a  body  of  men  representing  the  producer,  the 
packer,  or  distributor,  and  the  consumer,  and  taking  all  the  facts,  the 
amount  of  production  available  food  supply  and  the  demand  into  con- 
sideration, they  would  fix  the  price  for  whatever  product  was  consid- 
.^red,  and  thereby  end  these  violent  fluctuations.  That  was  the  idea 
I  was  trying  to  get  from  Mr.  Swift,  so  as  to  see  if  he  agrees  with  me. 

Mr.  S^veet.  a  price  fixed  in  that  way  would  not  be  based  upon  thiB 
cost  of  producing  a  pound  of  pork? 

Mr.  Stephens.  Oil,  yes;  it  would,  if  I  had  anything  to  do  with  it. 
On  the  amount  of  corn  in  the  country,  and  the  amount  of  food  sup- 
;ply ;  all  those  factors  would  go  to  make  up  a  proper  basis  for  fixing 
this  price,  and  it  would  be  adjusted  periodically  according  to  changed 
conditions  that  might  arise. 

Mr.  Montague.  Do  I  understand  from  your  question  that  you  have 
suggested  to  Mr.  Swift  that  there  ought  to  be  a  governmental  instru- 
mentality to  fixe  prices  from  time  to  time? 

Mr.  Stephens.  That  is  my  idea. 
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Mr.  MoNTAOUB.  Iri-espective  of  war  or  peace? 

Mr.  Stephens.  Yes ;  that  is  my  idea. 

Mr.  SwiTT.  ^n  my  testimony  I  want  to  state  that  that  is  I>nie- 
ticable  and  will  work  out  during  present  conditions,  in  war  timeB 
it  is  perfectly  practicable,  and  it  has  worked  and  can  be  worked. 
But  whether  that  could  be  worked  out  under  normal  conditions  or 
not  I  am  not  prepared  to  say. 

Mr.  Stephens.  That  is  the  point,  and  is  one  worthy  of  considera- 
tion ? 

Mr.  Swift.  Yes,  sir.  And  shall  I  tell  you  why  it  is  practicable 
now? 

Mr.  Stephens.  Yes. 

Mr.  Swipr.  Because  of  the  control  the  Food  Administration  has 
over  the  allied  buying  orders.  All  orders  from  the  allies  come  to 
them :  so  that  they  have  that  power,  a  power  they  would  not  have  in 
normkl  times.  f-       ,     *-  J 

Mr.  Stephens.  They  would  not  have  the  power  to  create  a  market? 

Mr.  Swift.  No,  sir;  and  that  matter  would  have  to  be  arranged 
in  some  other  way  in  normal  times. 

Mr.  Montague.  It  is  control  in  a  governmental  way  over  supply 
and  demand? 

Mr.  Swift.  Yes.  sir. 

Mr.  Bayburn.  Ask  Mr.  Swift  who  he  would  pick  out  to  represent 
the  100,000,000  consumers? 

Mr.  JStephens.  We  will  take  that  up  later  on. 

Mr.  Montague.  I  assume  that  that  is  immaterial. 

Mr.  Stephens.  Oh,  no.  Mr.  Swift,  I  believe  you  did  a  business  of 
a  billion  and  a  quarter  dollars  in  1918 ;  could  you  have  done  a  bad- 
ness of  $8,000,000,000  at  a  ^at  profit  per  unit  of  business  than  in 
handling  the  busine.<»s  of  a  bmion  and  a  quarter  dollars? 

Mr.  Swift.  It  would  have  been  done  at  a  greater  profit  in  the  sooi 
total,  but  on  a  lesser  percentage  of  profit. 

Mr.  Stephens.  On  a  smaller  percentage  of  profit? 

Mr.  Swift.  Yes,  sir. 

Mr.  Stephens.  What  I  am  getting  at  is,  the  larger  the  bnsiiieBS  the 
more  economically  it  can  be  administered.  Is  that  trae  of  your 
business  ? 

Mr.  Swift.  Yes;  the  volume  is  the  principal  item  about  keeping 
down  expense  and  keeping  up  efficiency. 

Mr.  Stephens.  Isn't  the  slaughtering  and  distributing  of  meat  ani- 
mals in  the  very  nature  of  the  business  a  natural  monopoly?  I  DMaii 
by  that,  if  it  can  be  controlled  so  as  to  be  just  and  fair  all  along  the 
line,  isn't  it  an  advantage  to  have  the  business  sufficiently  large  thai 
the  distribution  can  be  effectively  and  economically  carried  on  to  the 
utmost  limits  of  human  consumption? 

Mr.  Swift.  Well,  I  can  not  answer  that  any  more  than  to  say  that 
volume  makes  for  increased  efficiency. 

Mr.  Stephens.  I  take  it  that  is  true.  I  think  that  logically  fbUows 
the  conclusion  you  came  to  that  the  larger  the  volume  the  morQ  eeo- 
nomically  it  can  be  handled. 

Mr.  Swirr.  That  is  all  right.  But  as  to  the  monopoly  feature  that 
you  introduce  in  your  question,  I  am  not  quite  clear  in  my  own  mind 
about  whero  that  coiuos  in.  I  unrlerstana  with  the  competition  that 
exists  there  can  not  be  a  monopoly. 
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Mr.  Stephens.  I  mean  by  the  use  of  the  term  '^  natural  monopoly,'^ 
that  the  packing  businesB,  like  the  railroads,  are  by  nature  best  op- 
crated  economically  and  efficiently  wh^i  operated  as  a  monopoly 
under  regulation.  Several  gentlemen  here  nave  referred  to  regu- 
lation by  the  law  of  supply  and  demand  as  if  that  were  somethmg 
qvite  desirable.  Do  you  believe  that  the  law  of  supply  and  demand 
operates  either  economically  or  justly  in  your  business? 

Mr.  Swift.  I  should  think  the  law  of  supply  and  demand  was  a 
Tery  important  feature,  and  would  have  to  be  treated  with. 

Mr.  SnpAEKB.  Wril.  now,  here  we  have  an  abundance  of  food  in 
certain  localities.  Unless  it  can  be  distributed  on  an  economical 
basis  amonff  the  people  the  law  of  supply  and  demand  operates  un- 
equally ri^ht  along.  The  Ei^mo  who  is  short  on  bananas  and  tropi-  , 
cal  fruits  IS  Ions  on  snowballs.  It  is  not  a  case  of  scarcity  of  snow 
nor  a  scarcity  of  tropical  fruits,  but  a  lack  of  distribution  ? 

Mr.  Montague.  Ton  have  no  demapd.  While  the  law  of  supply 
and  demand  ccmtinues  to  operate^  you  can  not  ship  snow  anywhere. 

Mr.  Stephens.  What  I  am  gettmg  at  is  that  this  industry  must 
oecessarily  be  large,  in  order  that  distribution  may  be  effectively  car- 
,.  tied  on.  ..Isn't.thfS;.truQ? 

Mr.  Swift.  It  is  a  great  equalizer. 

Mr.  Stephens.  Therefore  the  law  of  supply  and  demand  neces- 
nrily  enters  into  this  factor  of  the  small  pacKer  to  a  much  greater 
extent  than  it  does  with  a  large  packer,  it  has  been  claimed  here 
several  times  that  the  small  packer  can  produce  and  distribute  his 
meat  as  economically  as  the  large  packer. 

Mr.  Swift.  YesMbut  you  come  back  to  supply  and  demand  before 

^ou  get  through.  That  is  where  you  get  home.  The  big  packer  must 
e  governed  by  that.  He  can  help  equalize ;  he  can  neutralize ;  he  can 
distribute.  At  one  place  they  have  a  lot  of  cattle  and  no  demand,  and 
this  packer  could  take  that  beef  and  put  it  somewhere  where  there 
isn't  any  beef.  But  when  you  get  through  you  have  to  come  down  to 
the  law  of  supply  and  demand,  taken  as  a  whole,  for  the  whole  United 
States. 

Mr.  Stephens.  Well,  now,  we  have  this  situation  here:  War  is 
going  to  be  over  very  shortljr.  If  we  go  back  to  the  old  conditions 
again,  we  will  have  the  condition  of  the  producer  flooding  the  market. 
The  law  of  supply  and  demand  enables  the  packer  to  buy  the  product 
of  the  producer  at  a  loss;  and  while  if  he  sells  his  meat  cheaper  the 
consumer  is  temporarily  benefited,  it  is  only  to  be  robbed  by.  excessive 
prices  when  the  pendulum  swin^  back  again.  Have  you  no  sugges- 
tioQ  to  make  for  a  solution  of  this  problem  when  the  war  is  over  ?  Or 
are  we  to  go  back  again  to  conducting.the  meat  business  just  as  we 
did  before  the  war,  with  all  these  violent  fluctuations,  injurious  to  all 
ooncemed! 

Mr.  Swift.  This  same  system  of  stabilization,  if  it  could  be  arrived 
aty  would  be  a  good  thing;  that  is,  if  some  system  of  stabilization 
could  be  evolved. 

Mr.  Si^HBNS.  Do  you  think  that  some  sort  of  national  agency^ 
representing  the  packer,  the  producer,  and  the  consumer,  might  be 
w<»th  considering  for  the  purpose  of  stabilizing  food  products? 

Mr.  Swift.  Anything  that  will  make  for  an  average  price  over  a 

Seriod  is  better  than  that  same  i>rice  arrived  at  by  jumping  up  and 
own.   It  is  better  for  everybody  if  they  can  get  some  average  price. 
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Mr.  Stephens.  I  think  that  is  all. 

The  Chairman.  Judge  Parker,  of  New  Jersey.  •  •  • 

Mr.  Parker  of  New  Jersey.  Mr.  Swift,  you  have  seen  this  second 
part  of  the  report  of  the  Federal  Trade  Commission,  have  you  not  i 

Mr.  Swift.  Yes,  sir. 

Mr.  Parker  of  New  Jersey.  I  can  not  read  it  in  full,  but  on  pages 
52  to  55  there  is  a  tabulated  statement  of  the  proportionate  purchase 
of  hogs  in  the  various  markets  by  you  and  other  buyers,  said  toKdve 
been  taken  from  your  books,  the  portions  being  given  by  percentagCR 
And  there  always  appear,  or  I  mean  afterwards  appear,  some  tele- 
grams, which  seem  to  imply  that  each  man  had  his  share,  or  was  lx> 
buy  his  share  on  a  particular  market.  Just  as  an  example  I  will  read 
,  one  of  these  telegrams :  •» 

Private  wire  teleprani.  '  '    * 

Received,  Lonis  F.  Swift,  Dec.  H,  191S,  50  sa  St.  Joe,  Dee.  11.  i- 


>  • 


To  Louis  F.  Swift,  Chicago: 

On  account  of  making  repairs  on  fllling'  floof,  Hammonc]  (Hammond  Packjnir 
Company,  owned  by  Armour  &  Company )  unat>le  btiy  tbeir  iifoportlon.  ltm\e 
only  bought  nine  hundred  fifty  cattle  first  three  xiays  this  week ;  Swift  &  Cqdh 
pany  twenty-four  hundred;  Morris  twelve  hundred •  fifty,  Figui-e  Morris  kavtt 
done  tlielr  share.  Still  under  circumstances  would  appreciate  still  t)^tter  sup-* 
port.  Understand  Hammond  can  only  Imy  tvst)  hunctfeti  more  this  week,  incl]lKi- 
ing  to-day*s  buying. 

Alden  B.  Swift  (manager  of  Swift  &  Company  plant  at  St.  Joseph),  X021jr 
L*  F.  S.  « 

Now,  that  was  in  the  year  1913,  before  the  war.  If  you  know  any^ 
thing  about  that  telegram,  I  would  like  to  have  you  explain  it :  and 
especially  if  the  words ''  theii'  share ''  mean  anythmg. 

Mr.  Swift.  Well,  I  think  the  general  assumption,  or  the  general 
idea  is 

Mr.  Parker  of  New  Jersey  (interposing).  What  is  meant  by 
"  their  share ''  ?  There  are  sevetal  other  telegrams  with  reference  to 
other  people,  and  I  only  read  one  as  an  example,  because  there  is 
no  reason  for  encumbermg  the  record — but  in  these  telegrams  they 
speak  of  percentages  or  shares  of  various  packers  at  the  various 
markets.    What  does  that  mean? 

Mr.  Swift.  All  there  is  to  that  is  this  situation:  There  was  some 
live-«tock  surplus  on  the  St.  Joe  market,  and  this  man  Alden  B.  Swift 
was  interested  in  that  these  i>eople  were  not  taking  the  cattle,  that 
the  cattle  could  not  be  sold,  the  people  were  not  gettmg  down  to  buy- 
ing and  cleaning  up  the  market.  He  wanted  the  market  cleaned  upi 
Swift  &  Co.  had  bought  all  the  cattle  that  they  could  possibjy  luse, 
100  per  cent  capacity :  Armour  &  Co.  had  had  an  accident  in  their 
plant  and  they  had  laid  down— that  is,  they  could  not  buy  as  ther 
ordinarily  would — and  the  object  of  that  telegram  was  to  see  if  it 
would  not  be  possible  to  get  an  increase  of  buying  orders  on  that 
market,  and  by  his  saying  they  had  done  their  share  he  meant  the 
same  thing  as,  "I  can  not  find  any  fault  with  what  they  have  done^ 
but  try  to  get  them  to  do  more." 

Mr.  Parker  of  New  Jersey.  He  said  they  did  not  buy  their  share, 
so  they  were  to  buy  their  proportion? 

Mr.  Swift.  Just  a  second.  It  says,  "Figure  Morris  have  done 
their  share."    That  means 


>.« 


•  t 
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Mr.  Parker  of  New  Jersey  (interposing).  Yes;  but  he  says  the 
Hammond  Packing  Co.,  owned  by  Armour  &  Co.,  was  unable  to*  bi^y 
their  proportion.  ' 

Mr.  Swiff.  The  plant  was  broken  down. 
'  Mr.  Parker  of  New  Jersey.  What  is  meant  by  "  their  proportion  "I-. 

Mr.  Swift.  They  quit  buying,  and  he  did  not  want  them  to  quit 
btiying.  But  they  had  to  do  it,  and  he  wanted  somebody  else  to  take 
up  the  slack. 

Mr.  Parker  of  New  Jersey.  Was  there  any  fixed  proportion? 

Mr.  Swift.  THer6  was  not ;  there  never  was,  and  never  will  bfei 

Mr.  Parker  of  New  Jersey.  Who  is  Alden  B.  S^fti  •     . 

Mr.  SWTFT.  My  son.  Answering  further,  and  that  is  all  that  ybu 
can  find  in  any  of  the  telegrams  or  in  any  of  the  letters;  I  will  feay< 
if  there  is  atiy  reference  to  people  buying  or  not  buying  their  shaiie 
only  means  in  relation  to  their  vtilume^  based  on  wliat  they  Usually 
hiijjf..  As  an  illustratiohy  ybu  might  siiy  that  the  Baftimore  &  Ofiio 
Railroad  ovei*  here  in  this  citv  is  not  doing  its  share  of  the  pa^ssen^v 
business,  that  their  volume  has  dropped  off,  that  they  were  Ibsmgt 
some  of  rtieir  share.  That  i^  all  there  is  to  it.  It  is  only  an  exp]^6s-» 
sion  by  way  of  comparison.  "    • 

•  And  r  would  like  to  ask  this  guestion:  Does  not  that  telegram 
show  competition  all  right?  If  my  son  was  trj'ing  to  egg  on: bur 
competitors  to  go  up  to  100  per  cent  efficiency  for  their  plants^  in 
order  that  he  might  get  rid  of  the  surplus  live  stock,  a  surplus  that? 
would  otherwise  have  to  be  carried  over  Sunday  in  that  stockyard, 
does  that  not  tend  to  show  the  competitive  conditions  existing*  tJiene  i 

Mr.  Parker  of  New  Jersey.  Have  you  examined  the  diagrkltns 
showing  yearly  purchases,  or  the  percentages  purchased  of  cattle, 
sheep,  and  hogs  during  the  period  of.  1^13  to  1917,  as  found' on 
re  57? 
[r.  Swift.  Yes,  sir;  I  have  seen  them  all. •  "  > 

Mr.  Parker  of  New  Jersey.  I  suppose  you  had.  Now,  I  want  i(i 
point  out  about  cattle  alone,  and  I  only  want  t6  see  if  I  understand 
it  aright.  Cattle  for  the  year  1913  are  shown  to  have  totaled 
5,082,619,  as  the  number  of  head  purchased ;  in  1914  the  total  number 
was  4.841,689;  in  1915  the  total  number  was  5,279,407;  in  1916  fhe 
total  number  purchased  was  6,097,183;  and  in  1917,  7,629,569.  In 
each  case  your  percentage  ran  right  around  34  j)er  cent.  The  objiect) 
of  this  table  is  to  show  that  notwithstanding  variation  in  the  num6er 
of  cattle  received  and  marketed  your  purchiases  were  in  each  yeAp 
about  the  same  percentage  of  the  total ;  Armour's  percentages  were 
about  27  per  cent;  Morris's  purchases  were  about  17  per  cent  or  18 
per  cent;  Wilson's  purchases  are  between  10  per  cent  and  12  per 
cent;  and  Cudahy  purchased  between  9  per  cent  and  10  per  cent, 
and  the  continuance  of  this  average  over  a  period  of  four  years  i^ 
suggested  as  the  thing  to  be  observed.  The  same  thing  is  true  nearly 
ejcactly  in  reference  to  hog  purchases;  while  sheep  run  a  little  more. 
What  can  you  tell  us  about  these  purchases  being  nearly  the  same 
during  this  period  of  four  or  five  years?  .      . 

.  Mr.  Swift.  I.  want  to  say  in  the  first  place  that  this  telegram 
that  you  refer  to.  for  the  cattle  buying  in  1913  and  on  down  to  1917 
shows  very  plainly  that  our  buying  was  a  gradual  increase  on  the 
percentage  basis.    That  market  is  on  the  upgrade,  continually  show- 
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ing  an  inereaae  through  the  fire  years,  as  to  perrenta^ce.    I»nH  that 
■i3itt 

Mr.  Parker  of  New  Jersey.  Go  ahead. 

Mr.  Swift.  While  Armour^s  and  Morris's  show  the  opposite.  They 
rfiow  that  their  percentag^e  is  on  the  down  grade  all  throngh  the 
five  vears.  If  that  shows  any  concerted  action,  the  fact  being  that 
Swift  &  Co.  were  increasing  their  bu^n^  all  the  time  while  the 
others  were  not,  then  I  fail  to  see  anything  indicating  it  to  my  mindL 
On  the  contrary  the  others  were  decreasing. 

Mf .  Paeksr  of  New  Jersey.  You  are  speaking  of  cattle,  as  shown 
in  this  stat^entf 

Mr.  Swift.  Yes,  sir.  As  to  this  increase  in  our  peroenta^  I  want 
to  haTe  Mr.  Chaj^in  tell  me  what  tiie  amnber  of  head  is  that  is 
siiawn  by  the  inereaae  on  one  year's  buying  over  another. 

Mr.  Chapuw.  About  90,000  head. 

Mr.  Swift.  It  is  an  incteaae  of  90,000  head,  as  shown  here  in  tiiia 
one  case,  and  if  there  is  anything  in  the  statement  that  Swift  A  Ok, 
and  Armour  &  Co.  have  any  agreed  ratio  between  them  as  to  buying 
cattle  it  is  disproven  here,  because  Swift  &  Co.  bought  90,000  more 
cattle  in  one  year  than  they  were  entitled  to.  You  may  take  my 
word  for  that,  if  there  were  any  understanding  as  to  agreed  per- 
eentages  nobody  else  would  stand  for  it.  That  situation  in  itsdL 
iii  my  opinion,  is  positive  proof  that  any  arrangement  about  agreed 
percentages  is  ridiculous. 

Mr.  Parker  of  New  Jersey.  Was  there  any  understanding  about 
a  percentage  basis  of  buying! 

Mr.  Swift.  There  was  not 

Mr.  Parker  of  New  Jersey.  On  any  market  at  any  timet 

Mr.  Swift.  There  was  not 

Mr.  Parker  of  New  Jersey.  Do  you  know  anything  about  a  ai^ 
called  memorandum  book  mentioned  on  pages  57  and  59,  called 
"The  Black  Book''! 

Mr.  Swift.  WeU.  I  know  what  I  have  read  about  it 

Mr.  Parker  of  New  Jersey.  It  was  not  your  book,  was  it  ? 

Mr.  Swift.  No,  sir. 

Mr.  Parker  of  New  Jersey.  It  shows  eon versat ions,  seemingly,  as 
to  percental^  of  cattle,  and  also  why  eeiiain  amounts  should  be  left 
out  of  any  reckoning  of  what  was  done.    What  does  that  mean  ? 

Mr.  Swift.  Why,  that  shows  that  Mr.  Sulzberger  was  keeping  track 
of  his  cattle  buying  and  the  percentage  of  the  cattle  buying. 

Mr.  Parker  of  New  Jersey.  Well,  your  own  lKX>ks,  as  we  find  on 
page  55,  accordinsr  to  this  statement,  when  you  made  np  your  state- 
ment of  the  total  oujring  you  said : 

Total  bnylni;  InHtulefi:  8wlft.  T^oufff^'fllo.  Omuhn  IMckiii^  Ok.,  Flankititon. 
Mtlwaukee.  St  U  l>.  B.  Co.  direct. 

Armour*  Peoria,  LotiUvlIle.  Fowl(>r,  HummoDd.  St  Joe,  Anglo,  Chleaieo. 

MoniN,  Omaha.  Nebr. :  Ciidahy.  Wichita :  Wilson  k  Co.,  Sioux  Falls. 

Packerrt*  dlriH't  ahipment  not  in<*1aded  In  receipt  or  percentage  of  plants  to 
which  hoffa  were  ahlpped. 

Why  was  that  left  out? 

\  Swift.  Those  figures  that  you  mention  arc  just  bookkeeping;  a 
memo, 
rear 


o,  so  that  we  could  keep  otir  own  figures  on  the  same  basis  from 
to  year.    You  see  this  is  very  much  involved,  and  we  try  to  keep 


our  basis  the  same  from  year  to  year,  so  that  we  can  tell  what  is 
going  on. 

Mr.  Pabkbr  of  New  Jersey.  What  do  you  mean  by  "  basis  "  ? 

Mr.  Swift.  We  keep  track  of  how  our  volume  runs  as  compared 
with  the  olher  people  from  time  to-  time.  This  that  you  read  about 
hogs  not  included  where  it  says :  '*'  Packers'  direct  shipment  not  in- 
cluded in  receipt  or  percentage  of  plants  to  which  hogs  were  shipped/' 
meaois  if  Armour  would  buy  h<^  in  Omaha  and  ship  them  to  Chicago 
alive  to  be  killed,  that  we  would  add  them  in  the  Omaha  buy.  It 
would  be  a  matter  of  choice  whether  you  were  going  to  add  tilem  in 
as  Gkicago  kill  or  Omaha  buy. 

Mr.  Parker  of  New  Jersey.  You  do  not  want  to  put  them  in  but 
m»jphM  for  one  day  f 

Mr.  Swift.  No,  sir. 

Mr.  Parker  of  New  Jersey.  You  say  this  mem<Nrandum  was  only 
for  ^our  own  information  as*  to*  kow  you  were  getting  akmg  in  com- 
parison with  others,  and  did  not  show  any  agreement  between  y^w 
gentlemen  in  buying  ? 

Mr.  Swift.  No,  sir.  And  I  want  to  cay  a  word  about  Mr.  Sulz- 
berffei*  and  lus  blaek  book.  Owing^  to  the  extreme  eocapetition  exiet- 
ing  Detween  the  five  large  packers  the  firm  of  S.  &  S.  had  become  prac- 
tically  financiallv  bankrupt 

Mr.  Parker  of  New  Jersey.  The  Sulzberger  firm? 

Mr.  Swirr.  Yes;  S.  &  S.,  as  I  call  it.  Owing  to  the  competition 
exiisting  amongst  the  five  large  packers  they  were  practically  down  and 
out.  They  could  not  continue  in  bu^ness;  and  it  became  a  question 
of  their  making  an  assignment  or  going  into. liquidation;  and  after 
a  great  deal  of  running  back  and  forth  and  talking  around,  the  most 
of  which  is  in  this  black  book,  and  after  a  great  many  plans  had  been 
considered;  they  finally  ran  on  to  the  plan  of  getting  a  new  president 
and  reorganizing  and  refinancing  the  company.  They  imited  on 
Mr.  Wilson,  who  was  the  vice  president  of  Morris  &  Co.  They  got 
him  away  from  Morris  &  Co.  and  reorganized  and  got  the  firm  on  a 
sound  footing,  and  now,  apparently,  they  are  running  along  in  good 
business  condition. 

That  explains  the  most  of  the  things  in  this  black  lK>ok. 

The  Chairman.  The  committee  will  take  a  recess  now  until  2.^ 
p.  m. 

AFTER  RECESS. 

The  committee  reassembled  at  2.15  o'clock  p.  m.,  pursuant  to  reces& 
The  Chairman.  The  committee  will  come  to  order. 
Mr..  Swift,  you  may  proceed. 

STATEKEITT  OF  L.  F.  SWIFT,  OF  CHICAGO,  HI.— Continued. 

Mr.  Parker  of  New  Jersey.  On  page  131  of  part  2  of  the  report 
of  the  Federal  Trade  Commission  on  the  meat-packing  industry  I 
find  the  following  letter  from  the  agent  of  the  Western  Meat  Co.  at 
Fresno,  Cal. : 

Provlslop  I>epartment,  Western  Meat  Company,  San  Francisco,  Cal. 

Gentlemen:  We  find  according  to  information  received  from  the  Western 
Meat  CompAny,  Jan.  9tb.  that  Swift  &  Co.,  Lok  Angeles,  hnve  been  selling  to  tbe 
Terra  Bella  Mercantile  Company  of  Terra  Bella.  We  would  like  to  have  you  a* 
vise  us  when  Swift  &  Co.  were  accorded  the  permission  to  sell  goods  in  our  ter- 
ritory.    W^e  understand  this  account  is  worked  regularly  by  their  salesman. 


:8[d6        OQVBRNMKNT  C01Sf'S:mh  OF  MEAT-PAGKIKG  IKDTJ6TB¥, 

What  does  that  mean? 

Mr.  Swift.  That  was  written  from  Fresno,  Cal.,  to  the  Western 
Meat  Co.,  San  Francisco.    That  was  written  by  the  local  a^ent  at 
Fresno,  and  I  have  no  idea  what  he  could  refer  to  in  that  dispatch. 
•  Mr.  Parker  of  New  Jersey.    Have  you  any  connection  with  the 
Western  Meat  Co.  ? 
.  Mr.  Swift.  Yes,  sir ;  I  am  a  shareholder. 

Mr.  Parker  of  New  Jersey.  Are  they  part  of  Swift  &  Co.  or  not  I 

Mr.  Swift.  They  are  not  a  part  of  Swift  &  Co. ;  no,  sir. 

Mr.  Parker  of  New  Jersey.  So  they  could  not  claim  the  territory 
as  being  part  of  yourselves,  under  an  arrangement  for  distribution  i 
.  Mr.  SwiPT.  No,  sir, 

Mr.  Parker  of  New  Jersey.    And  you  don't  Imtow  what  he  means 
by  permission  to  sell  goods  in  their  territory  ?    .    :      '.   . r  :  :      *  ". 
'Mr.  Swirr.  I  have  no  idea. 

(  Mr.  Parker  of  New  Jersey.  All. right.    Is  there  any  man  here  who 
^eall  tell,  wh6  could  speak  for  the  Western  Meat  Co.  ? 

Mr.  SwuT.  No,  sir. 

Mr.  Parker  of  New  Jersey.  That  is  all  I  have. 

Mr.  Snqok.  Mr.  Swift,  turning  to  the  subject  referred  to  by  Mr. 
Stephens  about  the  price  fizing  on  hogs,  did  I  understand  you  to  say 
that  you  favored  a  permanent  policy  of  price  fixing? 

Mr.  Swift.  I  only  referred  to  the  fact  that  I  favored  a  stabilized 
price  during  the  present  conditions.  Now,  when  they  return  to 
liormal  conditions,  I  think  it  would  be  all  right  if  a  practical  way 
<K)uld  be  found,  but  I  am  somewhat  in  doubt  about  the  possibility. 

Mr.  Snook.  Well,  do  you  think  if  a  policy  was  adopted,  for  in- 
stance, that  would  accord  the  fanner  or  producer  8  per  cent  on  the 
production  of  hogs,  would  that  induce  them  to  produce  enough  hogs 
to  supply  the  market,  considering  the  larger  price  of  com  and  wheat, 
relatively  speaking? 

Mr.  Swift.  That  would  all  be  added  in  the  expense,  the  coet  of 
•corn  and  wheat,  whatever  it  cost,  that  would  be  added  in  the  expense. 

Mr.  Snook.  Suppose  we  had  a  policy,  a  permanent  policy,  by 
which  the  farmer  or  producer  of  hogs  would  be  accorded  a  profit  of 
S  per  cent,  just  as  you  were  accorded  a  profit  under  the  price-fixing 
law  during  the  war,  would  that  be  sufficient  incentive  to  the  pro- 
ducers of  the  country  to  produce  hogs  enough  to  supply  the  market ; 
or  would  he  turn  to  some  other  business  if  it  was  more  profitable? 

Mr.  Swift.  He  would  be  very  apt  to  turn  to  other  business,  if  it 
#as  more  profitable. 

Mr.  Snook.  Can  you  think  out,  or  do  you  think  of  any  plan  in 
normal  times  by  which  this  price  of  meat  products  to  the  producer 
<X)uId  be  stabilized  or  fixed?  ■ 

Mr.  Swift.  No;  it  would  be  possible  if  there  were  some  arrange- 
ment made,  if  the  producer  had  a  representation  on  a  committee  and 
the  packer  had  a  representation,  and  if  the  consumer  had  a  represoi- 
tation ;  and  a  thing  of  that  kind  might  be  possible  to  be  worked  out 
if  it  was  not  for  the  Sherman  antitrust  law. 

Mr.  Snook.  If  it  was  in  effect  for  any  appreciable  length  of  time^ 
wouldn't  the  conflict  of  interests  between  the  producer  and  consumer 
•constantly  create  friction,  the  consumer  claiming  that  the  price  was 
too  high  and  the  producer  claiming  that  the  price  was  too  low  t 
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Mr.  S^VIFT.  All  you  would  have  to  do  would  be  to  put  them  together 
and  split  the  difference. 
.    Mr.  S}900K.  Do  you  think  that  would  satisfy  them? 

Mr.  Swift.  If  you  go  half  way  for  each  side  it  ought  to  satisfy 
them. 

Mr.  Snook.  But,  I  say,  would  it  satisfy  them? 
1 .  Mr.  Swii*T.  If  it  did  not,  they  would  have  to  quit  it. 
.    Mr.  Snook.  I  was  trying  to  find  if  you  have. any  reasonable  platn 
by  which  you  think  a  thing  of  that  kind  could  be  worked  out  and 
carried  out  on  an  extent  that  would  take  care  of  the  whole  meat 
business?  .  ! 

Mr.  Swirr.  If  it  was  not  for  the  Sherman  law.  1 

.-Mr.  Snook.  I  am  not  talking  about  the  Sherman  law.    If  there 
was  no  Sherman  law,  is  it  practical  to  work  that  out?  ..  i 

Mi\  Swift.  Along  the  lines  of  constructive  cooperation,  workiiig 
together,  between  the  producer  and  the  packer  and  the  consumer^  1 
think  it  is  possible  to  be  worked  put.  \ 

Mr.  Snook.  You  think,  then,  if  I  get  you  right,  that  the  producer 
should  be  taken  into  partnership  in  this  business  of  dressing  and  pack^ 
ing  and  distributing  meat,  and  that  the  consumer  should  1^  taken;  in; 
that  we  should  have  a  cooperative  system  of  packing  and  distribution 
instead  of  one  on  a  competitive  basis,  like  you  have  it  now  ?  ' 

Mr.  Swift.  No  ;  I  don't  mean  to  make  one  large  financial  company 
and  have  the  producers  and  the  consumers  interested,  but  I  mean  to 
have  them  represented  on  a  committee  in  some  way  that  would  have 
power  to  cooperate  and  work  together  in  the  way  of  constructive 
cooperation,  instead  of  ruinous  competition. 

Mr.  Snook.  You  don't  mean  taking  everybody  into  partnership  and 
working  on  a  cooperative  basis,  like  some  of  these  producing  com- 
panies. 

Mr.  Swift.  I  do  not.    That  would  not  work. 

Mr.  Snook.  But  isn't  the  fact  that  that  worked  so  well  during  the 
war — ^isn't  that  due  to  the  fact  that  the  Government  of  the  United 
Stated  and  thie  allied  countries  bought  such  a  large  percentage  of  the 
products  that  they  were  thereby  practically  controlling  the  price  to 
everybody? 

'  Mr.  Swift.  Yes,  sir;  by  pooling  their  interests  they  worked  to* 
gether,  and  they  were  able  to  have  that  control  of  the  situation. 
•  Mr.  Snook:  But  suppose  the  allied  countries  could  buy  cheaper  in 
ArjgtBntiha  or  Australia,  and  they  removed  their  support;  then  you 
have  the  price  fixing  on  a  basis  fixed  by  the  Government  purchasing 
the  meat,  and  wouldn't  the  Government  have  to  tax  the  whale  peopte 
for  that? 

Mr.  Swirr.  The  price  would  have  to  come  down  then,  to  allow'  for 
that  Argentine  competition  cutting  in  on  the  volume. 

Mr.  Snook.  You  think,  then,  that  there  should  be  some  practical 
way  in  which  that  might  be  possibly  worked  out,  by  which  you  could 
stabilize  this  price? 

Mr.  Swift.  I  think  it  is  among  the  possibilities.  It  is  very  diffi- 
cult, almost  a  miracle,  but  I  have  seen  other  difficult  things  worked 

out. 

Mr.  Snook.  Now,  returning  to  another  question  that  was  asked  you, 
I  think  by  Mr.  Winslow,  and  that  is  if  you  could  give  any  rea- 
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son  why  it  was  that  the  producers — the  farmers  and  the  prodaoers — 
seemed  to  have  a  distrust  or  dislike  of  the  five  big  paekera.  Can 
you  think  of  any  reason,  other  than  the  one  you  eave  a  moment  ago, 
about  the  occurrence  of  foot  and  mouth  disease,  for  that  t 

Mr.  Swift.  I  don't  think  of  anything  at  present  than  what  I  hmfm 
said. 

Mr.  Snook.  I  call  your  attention  to  this:  Do  you  think  that  part 
of  this  distrust  might  not  arise  from  the  very  siae  to  which  toese 
great  institutions  have  grown! 

Mr.  Swift.  I  don't  doubt  that;  yes,  sir. 

Mr.  Snook.  Don't  you  think  that  has  a  great  deal  to  do  with  lit 

Mr.  Swirr.  Very  likely. 

Mr.  Snook.  I  suppose  you  have  gone  over  the  bill  quite  carefally, 
haven't  you? 

Mr.  Swift.  Yes,  sir. 

Mr.  Snook.  How  do  you  interpret  the  firKt  section  of  this  UlL 
Do  you  interpi*ct  that  se<*tion  U.  mean  that  it  is  the  intention  of  those 
who  admini}<ter  this  law,  if  it  is  passed,  to  ultimately  pass  this  bttsi- 
nesH  over  to  (irovernnient  ownership? 

Mr.  Swift.  It  looks  as  if  that  xeould  have  to  be  the  end. 

Mr.  Snook.  Is  that  your  idea  t 

Mr.  Swift.  That  is  my  idea,  that  that  would  be  the  ultimate 
elimax. 

Mr.  Snook.  Now  you  have  been  engaged  in  the  business  a  long 
while,  can  jou  advise  or  think  of  any  scheme  by  which  these  first 
provisions  m  ti\e  bill  could  be  worked  out  by  Government  control  in 
any  way — not  talking  about  the  license  system;  I  will  come  to  that 
in  a  minute — ^without  Government  ownership  of  the  refrigerator 
cars,  stockyards,  and  those  things  that  are  not  actually  used  in  the 
packing  business? 

Mr.  Swift.  The  Government  has  full  access  to  the  packers'  book, 
and  under  the  power  given  the  Federal  Trade  Conunissicm  they  are 
fully  posted  and  have  full  knowledge  at  all  times  of  how  the  businesF 
t«  conducted,  and  in  my  opinion*  with  tliat  supervision,  with  the 
proper  supervision  that  the  laws  already  give,  as  the  laws  give  power 
to  a  hank  examiner  to  examine  the  banks  and  see  that  UiefB  is  no 
violation  of  the  laws,  in  my  opinion  that  is  all  that  is  practical  or 
possible  in  the  packing  business. 

Mr.  Snook.  I  get  your  point  of  view  in  that  respect,  but  what  I 
want  to  get  is  your  point  of  view  as  to  what  you  tnouriit  this  Qlti- 
mately  meant  to  the  business  if  the  law  was  passed.  Coes  it  mean 
public  ownership  of  these  institutions? 

Mr.  Swift.  I  think  so. 

Mr.  Snook.  That  is  the  way  you  interpret  the  law? 

Mr.  Swift.  Yes,  sir. 

Mr.  Snook.  Now,  you  have  also  studied  the  conditions  of  the  bill 
that  provide  for  licensing,  something*  I  presume,  along  the  lines 
need  auring  the  war? 

Mr.  Swirr.  Yes,  sir. 

Mr.  Snook.  Now,  without  reading  that  provision  in  the  bilL,  vou 
talked  it  over,  undoubtedly,  in  your  counsel.  Do  you  interpret  that 
provision  of  the  bill  to  mean  that  if  it  was  enacted  into  law  under 
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provisions  they  could  prevent  you  from  engaging  in  these  allied 
industries,  so  called? 

Mr.  SwiTT.  Yes,  sir;  if  that  license  scheme  is  put  into  effect,  the 
department  of  the  Government  that  has  it  under  control  would  under- 
take to  dictate  and  run  the  business.  He  would  have  the  power  to 
say  that  the  packers  have  got  to  stop  doing  business  in  a  certain  way 
and  do  it  in  a  certain  other  way;  and  he  could  tell  them  to  stop 
handling  eggs,  if  he  wanted  to,  for  instance. 

Mr.  Snook.  I  am  asking  you  Hhat  question,  Mr.  Swift,  because 
I  asked  the  same  question  of  Mr.  Colver  and  he  did  not  give  me  a 
direct  answer.  I  think,  though,  from  his  answer  that  he  gave  it  is 
his  contention  that  that  authority  is  not  conferred  by  the  bill  to  pre- 
vent you  from  going  into  these  things. 

Mr.  SwnT.  1  understand  that  ttie  assumption  of  the  Federal 
Trade  Commission  is  that  this  bill  would  have  the  power  to  even- 
tually take  over  the  packing  houses,  packer  ownership,  but  they 
would  not  use  that  power;  they  would  get  along  with  less  power. 

Mr.  Snook.  I  understand  tnat,  but  I  am  talking  about  this  be- 
cause before  we  pass  the  bill  we  want  to  know  what  could  be  done; 
and  I  want  to  know  whether  you  people,  with  the  view  that  you 
take  of  it,  think  that  the  provisions  are  broad  enough  that  thia 
licensing  board,  whatever  it  may  be,  could  or  would,  if  they  so  chose, 
prevent  you  from  engaging  in  these  other  so-called  allied  industries. 

Mr.  Swift.  That  is  my  understanding;  that  they  would  prevent  it 
if  they  wanted  to ;  they  could  if  they  wanted  to. 

Mr.  Snook.  Now,  you  are  a  business  man  of  broad  experience.  If 
that  provision  was  applied  to  the  packing  industry — ^that  is,  put 
under  a  licensing  system — what  do  you  think  its  effect  would  be 
upon  the  general  public  as  to  all  other  large  industries?  Would 
there  be  a  demand  that  all  of  the  great  industries  of  the  country  be 
subjected  to  the  same  kind  of  law? 

Mr.  Swift.  I  suppose  that  would  depend  on  how  the  scheme 
worked  out. 

Mr.  Snook.  I  am  not  talking  about  what  the  commission  sajs,  but 
the  public.  I  am  asking  that  question  because  when  we  applied  the 
license  system  during  the  conduct  of  the  war  and  we  had  the  price 
of  wheat  fixed,  and  you  practically  fixed  the  price  of  beef,  there  was 
great  clamor  througnout  the  Middle  West  because  we  did  not  fix  the 

{irice  of  other  products— cotton  and  veal  and  ^hoes  and  other  things. 
f  we  went  into  this  business  of  price  fixing  and  licensing,  wouldn't 
there  be  a  demand  upon  the  part  of  the  people  of  the  country  for 
the  fixing  of  the  price  of  everything  and  licensing  of  all  business? 

Mr.  Swiff.  If  the  Government  licensed  the  packers,  and  perhaps 
eventually  took  over  the  packing  houses  under  Government  own- 
ership, if  it  proved  a  success,  if  it  proved  a  benefit,  the  people  would 
want  more  of  it.  If  it  proved  detrimental,  then  they  would  have  had 
enough  of  it. 

Mr.  Snook.  That  is  your  idea? 

Mr.  Swift.  Yes,  sir. 

Mr.  Snook.  How  do  you  determine  your  policy  as  to  whether  or 
not  you  will  take  up  one  of  these  new  lines;  what  policy  governs? 

Mr.  Swift.  Well,  it  largely  depends  upon  what  pressure  is 
brought  to  bear  on  us,  what  advantages  we  can  see  in  it,  or  what 
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ad^'antages  our  customers  put  up  to  us  in  that  respect,  and  there  are 
certain  other  fundamental  rules.  We  have  made  up  our  minds  that 
we  will  not  get  verjr  far  away  from  the  packing  business  and  what 
we  consider  goes  with  it.  ^e  are  going  to  stick  to  those  general 
lines. 

Mr.  Snook.  Are  you  governed  in  deciding  whether  you  will  take 
up  one  of  these  lines  of  industry  as  to  how  closely  it  is  allied  to 
something  you  are  already  handling? 

Mr.  Swift.  Yes,  sir.  We  have  the  policy  that  we  will  not  go  into 
anything  in  direct  contrast  to  the  packing  business^  but  only  into 
allied  food  business. 

Mr.  Snook.  It  is  not  a  question,  then,  of  how  much  profit  vou  can 
make  out  of  a  thing,  but  whether  or  not  it  can  be  handled  to  ad- 
vantage in  connection  with  something  you  are  handling  already) 

Mr.  Swift.  That  is  right,  as  to  whether  it  fits  in;  whether  it  U 
really  a  part  of  our  business  or  not. 

Mr.  Snook.  Now,  in  your  study  of  the  food  question — ^you  have 
given,  and  so  has  Mr.  Armour,  the  amount  of  profits  you  are  mak- 
ing out  of  the  good  business — have  you  made  a  study  of  the  amount 
of  profits  that  the  retailer  or  the  person  that  handles  the  goods 
after  you  get  through  with  it,  before  it  reaches  the  consumer,  makes 
out  of  the  business  If 

Mr.  Swift.  No,  sir;  that  is  pretty  difficult.  That  is  a  good  deaJ 
like  trying  to  find  out  how  much  profit  the  farmers  make. 

Mr.  Snook.  Have  you  ever  made  any  study  of  that? 

Mr.  Swift.  I  have  looked  into  it. 

Mr.  Snook.  I  am  asking  that,  because,  of  course,  one  of  the  ob- 
jects of  this  bill,  if  enacted  into  law,  is  to  furnish  the  product  to  the 
consumer  at  a  cheaper  rate,  and  I  want  to  know  if  there  might  not 
be  some  light  thrown  upon  that  phase  of  the  question. 

Mr.  Swift.  The  ouestion  of  the  retail  distrioution  is  a  ver>'  com- 
plicates! question.  There  comes  into  that  the  question  of  cash-ami- 
carry  stores.  Now,  there  are  a  great  many  of  those  coming  into 
existence,  meat  markets  and  grocery  stores,  and  if  the  customer 
.will  come  there  with  a  basket  and  take  the  stuff  away,  pay  ca^h 
for  it,  there  seems  to  be  a  growing  tendency  to  cut  the  price  to  the 
jconsumer  in  that  manner,  in  contract  to  people  wanting:  to  purchase 
by  telephone  and  have  it  sent  up  immediately  by  special  messenger, 
and  tlien  they  want  'a  few  months'  credit.  Those  are  the  two 
different  systems  that  are  in  operation. 

•  Mr.  Snook.  Let  me  read  you  a  stataement  that  was  published  this 
morning  in  the  AVashington  Post,  which  puqwrts  to  oe  an  extract 
from  a  speech  made  by  the  senior  Senator  from  your  Stale,  the 
State  of  Illinois,  touching  tlie  question  I  am  talking  about  now — 
just  one  paragraph,  in  which  he  says 

Mr.  Swift  (interposing).  Is  that  Mr.  Kendrick? 

Mr.  Snook.  No:  Mr.  Shenntin,  the  Senator  from  Illinois.  He 
says,  referring  to  the  situation  in  Washington  as  touching  the  con- 
sumer of  meat  products — so  carried  by  the  Post — I  suppose  it  is 
from  his  speech : 


*« 


Snvo  the  siifTtTln::  jmnuiIi*  «f  KtinuM*."  flnmdorrd  Sorwifor  Shonnnn,  •*  What 
fihoiit  flu*  starvlhir  \hh\v  in  W«'*hln;rt«»n  am!  eNewhoro?  Wh>\  thU  \n  the 
pliHv  wlicre  it  \<  a  inml  riot  of  bruk<>rM :  when*  tiio  iuark«M  is  sitp|»<»4^1  ti>  1m* 
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n  place  where  supplies  could  be  purchased  at  a  reasonable  price  is  but  a  den 
of  thieves;  and  I  would  to  God  that  the  Saviour  would  return  to  earth  and 
scourge  them  out  of  the  temple  of  decent  living  and  respectable  prices." 

Now,  do  you  think  there  is  any  warrant  in  making  a  statement  of 
that  kind,  in  view  of  the  study  you  have  made  of  the  question  of  the 
price  of  meats  that  are  being  sold  in  the  Washington  market  ? 

Mr.  Swift.  That  refers  to  the  retailers  io  Washington,  does  it? 

Mr.  Snook.  It  refers  to  the  retailers.  It  is  this  Center  Market 
you  have  been  talking  about,  where  you  have  your  branch  house.. 
Of  course,  you  say  that  you  are  making  only  a  reasonable  profit,  and,, 
of  course,  if  these  conditions  are  true,  as  represented  in  this  speech, 
it  must  be  due  to  the  retailer.  Do  vou  think  there  is  anything  of 
that  kind?  You  are  familiar  with  the  prices  they  charge  there  for 
cuts  of  beef,  aren't  you  ?  . 

Mr.  Swift.  Yes,  sir. 

Mr.  Snook.  What  do  you  think  about  that? 

Mr.  Swift.  I  think  a  man  can  go  to  ouq  place  and  pay  60  cents  a 
pound  for  beefsteak  and  have  it  sent  up  by  special  messenger,  and  he 
can  go  to  another  place  and  buy  beefsteak  just  as  ^ood  for  40  cents  a 
pound  and  put  it  in  his  basket  and  take  it  home  with  him. 

Mr.  Snook.  Well,  then,  Mr.  Swift,  after  all,  they  have  investigate^ 
the  packer  and  he  claims  that  he  is  only  making  a  reasonable  profit^; 
ini^ht  there  not  be  some  reason  for  investigating  the  retailer,  if  these 
things  are  so,  to  find  out? 

Mr.  Swift.  I  haven't  any  advice  to  give  on  that  subject.  It  is  a 
•complicated  question^  There  are  thousands  of  retailers  and  all  un*^ 
4er  different  conditions,  and  the  consumers  all  purchase  their  stocjc 
under  different  conditions. 

Mr.  Snook.  There  is  a  very  emphatic  statement  made  by  a  very 
distinguished  gentleman  in  the  United  States  Senate. 

Mr.  Swift.  I  can't  comment  on  that.  I  can't  make  any  comment 
on  his  speech. 

•  Mr.  Snook.  Well,  then,  just  one  more  question.  Do  you  oppose  the 
provisions  of  the  bill  providing  that  the  refrigerator  cars  be  taken 
over  or  operated  bv  the  Government?  Do  you  think  that  would  be 
•a  proper  thing  to  do  ? 

Mr.  Swift.  I  think  about  the  refrigerator  cars  that  it  would  be 
'nnpractical,  and  there  is  an  easier  way  to  take  care  of  the  situation, 

Mr.  Snook.  How  is  the  better  way  ?    What  is  the  better  way  ? 

Mr.  Swift.  I  want  to  say,  in  the  first  place,  that  I  think  the  Fed- 
oral  Trade  Commission  have  found  out  some  handicaps  and  disad- 
vantages that  the  small  packer  is  in  about  the  cars  and  the  wholesale 
market  that  the  small  packer  hasn't  found  out  himself.  They  elabo- 
rate on  the  question  of  the  cars  and  the  branch  houses;  the  small 
packer  hasn't  the  handicap  or  the  desire  to  the  extent  that  the  Fed- 
eral Trade  Commission  intimates.  But  the  Government  should  build 
enough  cars  now  to  take  care  of  the  demand,  whatever  it  is;  they 
should  build  enough  additional  cars  and  put  them  at  the  service  of 
the  small  packer. 

Mr.  Snook.  And  the  five  large  packers  should  have  no  use  of  these 
cars? 

Mr.  Swift.  They  should  be  built  and  the  small  packers  should 
have  the  first  service,  the  first  call  on  the  cars.  Then,  if  they  did  not 
need  them,  the  larger  packers  should  be  allowed  to  use  them.    Now, 
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there  is  a  law  that  has  been  enacted  by  the  Interstate  Commerce  Com- 
mission that  to  a  certain  extent  provides  for  the  small  packers  to 
have  the  preference  on  their  demand  for  cars  right  now  with  the 
large  packer,  and  if  you  like,  I  will  read  you  what  that  is. 

Mr.  Snook.  I  imderstand  that.  But  your  plan,  then,  would  be  to 
furnish  enough  more  cars  to  supply  this  demand  f 

Mr.  Swift.  And  take  care  of  the  small  packer  first. 

Mr.  Skook.  And  leave  the  situation  as  to  the  large  packer  as  it  i^ 
now? 

Mr.  Swift.  Certainly. 

Mr.  Snook.  Now,  I  want  to  ask  you  one  more  question,  then  I  an 
done.  If  these  cars  are  taken  over,  the  ones  that  arc  owned  bv  voa 
and  the  other  five  large  packers,  and  operated  either  by  the  railroadu 
or  the  Government,  in  your  opinion  would  there  be  any  deterioration 
in  the  quality  of  the  service? 

Mr.  Swift.  There  certainly  would. 

Mr.  Snook.  And  is  that  the  reason  you  oppose  taking  Ihem  over? 

Mr.  Swift.  Yes,  sir. 

Mr.  Snook.  That  is  all  I  have. 

Mr.  Swift.  Mr.  Chairman,  could  I  have  this  read?  Jt  is  iuBt  a 
few  lines  about  the  present  law  regarding  the  distribution  of  reniger- 
ator  cars  ? 

The  Chairman.  Certainly ;  you  can  read  it  or  put  it  in  the  record, 
just  as  you  like,  Mr.  Swift, 

Mr.  Snook.  I  would  like  to  have  Mr.  Weld  read  it.  Then  it  will 
be  turned  Over  to^  the  reporter.  This  is  the  roto  of  the  Interstate 
Commerce  Conunission  about  the  handling  of  can,  as  to  the  way 
they  are  handled  at  present. 

Mr.  Weld  read  the  paper  as  follows : 

VUTBOfOnOff  Of  CASS. 

Under  the  rules  of  the  Interstate  Commerce  Gommiaikm,  where  a  ahlpper 
owns  his  own  cars,  they  are  counted  against  his  allotment  before  he  can  receive 
any  cars  of  railroad  ownership.  Thus  the  privately  owned  cars  Increase  the 
number  available  to  nonownlng  shippers.  Suppose  on  a  particular  day  Swift 
needs  100  cars,  and  some  packer  not  owning  cars  needs  100.  If  Swift  has  100 
of  his  own  cars  available,  he  would  not  receive  any  from  the  railroad  and  aU 
of  Its  cars  would  go  to  the  nonowner.  If  there  were  a  shortage^  however,  wo 
that  Swift  needed  100  but  could  only  obtain  50  of  Its  own,  and  the  nonowner 
also  needed  100,  then  the  50  of  Swlf  t*s  own  cars  would  be  counted  against  Us 
demand  for  100,  leaving  50  to  be  supplied.  The  nonowner,  however,  calls  for 
100.  Then  the  available  railroad  cars  would  be  divided  on  the  baala  of  oae- 
thlrd  to  Swift  and  two-thirds  to  the  nonowner.  It  will  thus  be  seen  that  the 
private  ownership  always  works  to  make  either  all,  or  a  greater  portion,  of 
the  railroad  cars  available  to  nonowners. 

Mr,  Dewalt.  Now,  Mr,  Swift,  how  long  have  you  been  the  prac 
tical  manager  of  your  business! 

Mr.  Swift.  I  have  been  the  president  16  years.  I  was  vice  presi- 
dent previous  to  that. 

Mr.  Dewalt.  I  suppose,  then,  it  is  safe  to  say  that  if  any  man 
knows,  you  know  the  ramifications  of  your  business  and  the  way  it 
is  conducted? 

Mr.  Swift.  I  ought  to.    If  I  don't,  I  think  it  is  too  late  to  learn. 

Mr.  DEWAi/r.  Now,  somebody  said  in  these  hearings — I  will  not 
say  that  you  said  it — ^that  there  was  at  the  present  time  a  vexy  large 


GOVEBlirMENT  CONTROIi  OF  MEAT-PACKING  IKDUSTBY.        903 

stock  of  slaughtered  beef  and  hogs  on  hand  in  the  storage  houses. 
I  think  you  said  the  English  Government  had  now  50,000  tons  in 
storage  in  this  country.    Is  that  correct? 

Mr.  Swift.  Yes,  sir. 

Mr.  Dewalt.  Out  of  that  quantity  now  in  storage  in  the  United 

States,  inclu^inff  the  50,000  tons  held  here  by  England, with 

the  demand  of  tne  trade?     Is  it  a  large  surplus? 

Mr.  Swift.  On  the  beef  proposition  there  isn't  any  more  than  nor- 
mal, outside  of  that  English  beef.  When  that  is  shipped,  things  on 
the  beef  would  be  about  normal. 

Mr.  Dewalt.  I  .suppose  it  would  be  fair  to  say,  Mr.  Swift,  that  the 
50,000  tons  which  belong  to  the  English  Government  should  not  be 
taken  into  account,  because  it  is  not  at  the  disposal  of  the  sellers  here 
in  this  country,  is  it  ?       - 

Mr.  Swift.  That  is  right. 

Mr.  Dewalt.  So  I  understand  you,  then,  to  say  affirmatively  that 
the  present  stock  on  hand  in  the  United  States,  oi  beef,  is  about  nor- 
mal with  the  demand  ? 

Mr.  Swift.  Yes,  sir. 

Mr.  Dewalt.  Now,  is  that  true  as  to  hogs — ^that  is,  slaughtered 
hogs  ? 

Mr.  Swift.  Well,  it  is  over  normal.  The  stocks  are  quite  heavy, 
but  we  have  had  them  as  heavy  in  the  past  year  several  times  and  al- 
ways wiggled  out  of  it.    It  always  comes  out  all  right  in  the  end. 

Mr.  Dewalt.  It  took  some  wiggling  to  get  out,  did  it? 

Mr.  Swift.  You  bet.    . 

Mr.  Dewalt.  Well,  now,  how  is  that  in  regard  to,  we  will  say, 
corned  beef  and  bacon  and  ham  and  other  meat  and  hog  products? 
When  I  speak  of  meat,  I  am  speaking  of  beef.  Is  there  a  large 
surplus  on  hand  of  that? 

Mr.  SwiFr.  Well,  that  is  covered  by  what  I  said.  First,  we  spoke 
of  beef.  That  is  about  normal.  Next  we  spoke  of  pork.  That  isi 
heavier  than  normal,  but  that  includes  hams  and  bacon. 

Mr.  Dewalt.  Now,  of  course,  if  you  have  a  very  large  stock  on 
hand,  then  you  would  naturally  want  to  get  a  market  for  it  and  sell 
it.    That  is  so,  isn't  it? 

Mr.  Swift.  Yes,  sir. 

Mr.  Dewalt.  I  have  heard,  not  only  by  intimation,  but  by  direct 
charge,  something  which  I  think  you  ought  to  have  the  right  either 
to  explain  or  express  your  honest  opinion  about — it  has  been  openly 
charged,  not  only  in  the  past,  but  in  public  places,  in  legislative  halls, 
that  the  $100,000,000  loan—not  the  loan,  but  the  $100,000,000  appro- 
priation for  the  purpose  of  buying  and  providing  food  for  the  needy 
people  in  foreign  countries  who  are  our  allies — ^was  intended  for 
the  benefit  of  the  large  packers  and  the  other  packers,  if  you  please, 
who  had  an  immense  stock  on  hand  and  were  in  danger  of  loss.  Now, 
if  you  desire  to  express  any  opinion  upon  that,  I  wish  you  would  do 
it.    I  think  it*  is  fair  to  you  that  you  should  do  it. 

Mr.  Swift.  Well,  there  is  nothing  to  that  statement  or  construc- 
tion of  the  matter.  There  is  no  possible  way  that  such  an  assump- 
tion could  be  put. 

Mr.  Dewalt.  Well,  this  would  be  true,  however,  would  it  not,  Mr. 
Swift,  that  if  there  is  to  be  a  large  purchase  to  the  extent  of 
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$100,000,000  of  foodstuff,  including  meat,  that  naturally  your  meat 
and  your  surplus  products  that  you  now  have  on  hand  would  be 
bouffht  for  that  market?    That  is  true,  isn't  it? 

Mr.  Swift.  Yes,  sir;  that  is  all  right. 

Mr.  Dewalt.  Now,  just  let  me  follow  that  up.  Can't  you  show  me, 
or  can  you  show  to  anybody  else  that  is  a  fair-minded  man,  that( 
there  is  anything  wrong  in  that  transaction  at  all,  if  they  need  the 
stuff  and  you  have  got  it  to  sell  ? 

Mr.  Swift.  I  was  going  to  say  that  this  stock  on  hand,  while  it  is 
a  heavy  stock,  it  is  needed  for  consumption  and  for  export,  and  to 
assume  that  it  would  benefit  the  packers  to  get  rid  of  this  on  this 
large  order  that  is  in  question  is  assuming  too  much,  because  all  the 
stuff  that  we  have  got  will  be  needed  and  sold  for  export.  The  prices 
at  present,  while  they  are  high,  are  not  fictitious.  That  product  is 
worth  the  money  that  it  cost,  considering  what  it  cost  to  produce  it 
and  everything  else,  and  it  will  be  shipped  out  in  the  due  course  of 
business. 

Mr.  Dewalt.  Now,  I  will  ask  you  the  direct  question:  Have  yon 
personally  or  through  any  of  your  agencies,  either  through  Mr.  Shaw 
or  Mr.  Logan,  whose  names  have  been  mentioned  here,  attempted  in 
any  way  to  influence  the  passage  6t  that  $100,000,000  bill? 

Mr.  Swift.  We  have  not. 

Mr.  Dewalt.  Have  you  any  personal  knowledge  that  any  of  the 
packere,  either  large  or  small,  independent  or  combined,  have  at- 
tempted to  influence  the  passage  of  that  act  ? 

Mr.  Swift.  I  am  positive  they  have  not.  ^ 

Mr.  Dew^alt.  Well,  I  will  drop  that. 

Mr.  Montague.  Before  you  leave  that,  will  vou  kindly  ask  him 
whether  or  not  he  had  any  intimation  that  the  President  would  ask 
for  an  appropriation  of  $100,000,000. 

Mr.  Dewalt.  Yes.  Did  you  have  any  information  prior  to  the  issu- 
ance of  the  President's  request  that  there  was  such  a  request  to  be 
made?  * 

Mr.  Swift.  I  never  heard  of  such  a  thing. 

Mr.  Dewalt.  And  in  consequence  thereof  lay  up  big  stocks? 

Mr.  Swift.  I  never  heard  of  such  a  thing. 

Mr.  DeWalt.  In  other  words,  did  you  have  any  preknowledge  of 
the  intent  of  the  President  to  request  any  such  amount  of  money  for 
such  a  purpose  ? 

Mr.  Swift.  No,  sir. 

Mr.  Sanders.  Mr.  Dewalt,  did  you  ask  him  the  question,  in  that 
connection,  whether  or  not  he  will  be  able  to  dispose  of  this  surplus 
that  he  has  on  hand  with  or  without  the  passage  of  this  $100,000,000 
appropriation  ? 

Mr.  Dewalt.  I  think  the  gentleman  has  answered  that,  bnt  he  can 
repeat  the  answer. 

Mr.  Swift.  I  want  to  say  that  I  am  not  worried  about  our  stock 
of  pork  products  on  hand.  There  is  going  to  be  a  demand  for  it.  I 
would  not  be  surprised  but  what  within  six  months  we  would  not 
have  enough  on  hand  to  fill  our  orders ;  and  so  it  is  immaterial  to  me, 
as  a  pa(»ker,  who  buys  that  stuff,  whether  it  ^oes  out  on  this  now,  or 
where  it  goes.  It  is  going  at  the  proper  time,  when  the  demand 
comes  along,  and  it  is  not  a  question  of  burden  to  the  packer. 
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Mr.  Dew  ALT.  I  suppose  that  is  answer  enough. 

Mr.  Swift.  There  is  going  to  be  a  tremendous  demand  for  pork 
products,  and  while  temporarily  there  is  a  heavy  stock,  I  would  not 
be  a  bit  surprised  to  see  a  scarcity  and  prices  higher;  in  fact,  I 
expect  it,  when  Germany  and  these  neutral  countries  get  down  to  a 
normal  basis  and  get  to  ordering  their  goods  in  a  normal  way. 

Mr.  Dewalt.  You  have  already  said  that.  Now,  I  will  ask  you 
this  broad  question:  As  the  manager  of  your  busine>is,  are  you  op- 
posed to  regulation  thereof  by  the  Government? 

Mr.  Swift.  We  are  in  favor  of  a  reasonable  supervision,  something 
such  as  is  given  the  national  banks  by  the  bank  examiner's  de- 
partment. 

Mr.  Dewalt.  In  other  words,  then,  I  take  it  that  your  answer  is 
that  you  are  not  opposed  to  reasonable  regulation? 

Mr.  Swift.  Supervision.  * 

Air.  Dewalt.  Well,  does  that  supervision,  in  your  mind,  include 
regulation  ? 

Mr.  Swift,  Well,  I  think  regulation  includes  the  control,  and  I 
don't  think  it  would  be  advisable  from  any  standpoint  to  have  the 
Government  control  the  packing  business  as  to  the  manner  of  con- 
ducting the  same.  Certainly  they  would  not  be  able  to  bring  out  a 
department  or  any  number  of  men  that  would  understand  how  to 
operate  the  packing  business  as  well  or  as  efficiently  as  the  packers 
now  in  the  business. 

Mr.  Dewalt.  Then,  I  would  understand  you  to  say — if  I  am  wrong, 
you  will  correct  me — ^that  you  arc  opposed  to  regulation,  but  you  are 
in  favor  of  supervision. 

Mr.  Swift.  That  is  right. 

Mr.  Dewalt.  And  you  cite  as  an  instance  the  national  banking' 
system? 

Mr.  Swift.  Yes,  sir;  I  believe  that  through  a  system  like  that  thu 
Government  should  keep  track  of  our  business,  and  if  there  is  any 
law  violated,  make  us  suffer  for  it. 

Mr.  Dewalt.  I  suppose,  however,  you  would  in  the  same  breath,  as 
a  bank  director,  say  that  the  national  banking  laws  include  not  only 
supervision  of  the  banks  but  they  include  regulation  thereof,  wouldn't 
you? 

Mr.  Swift.  Well,  I  don't  know  about  that.  I  don't  think  the  bank 
examiner  tells  one  bank  whether  they  can  have  a  bond  department  or 
whether  they  can't  have  a  bond  department. 

Mr.  Dewalt.  No;  but  the  Government  not  only  regulates  but  su- 
pervises the  national  banks.  Don't  make  any  mistake  about  that.  I 
will  drop  that.  Now,  as  to  this  matter  of  supervision,  of  course  you 
are  acquainted  with  the  provisions  of  the  Sherman  Act,  not  only  by 
hearsay  but  by  practical  demonstration? 

Mr.  Swift.  Yes,  sir. 

Mr.  Dewalt.  Is  that  mere  supervision  or  is  that  regulation  ? 

Mr.  Swift.  I  should  think  that  was  both. 

Mr.  Dewalt.  That  is  both? 

Mr.  Swift.  Yes,  sir. 

Mr.  Dewalt.  Now,  you  are  not  opposed  to  the  enforcement  of  the 
Sherman  antitrust  laws,  are  you  ? 

Mr.  Swfft.  Well,  it  seems  to  have  a  good  many  objections. 
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Mr.  Dewalt.  I  agree  with  you  in  that,  but  I  am  talking  about  your 
specific  business. 

Mr.  Swift.  The  Sherman  antitrust  law,  so  far  as  the  railroads  are 
concerned,  have  gone  to  pot  long  ago,  in  my  judgment. 

Mr.  Dewalt.  But  I  am  talking  about  your  busmess,  Swift  &  Co. 

Mr.  Swift.  The  railroads  couldn't  operate  successfully  under  the 
Sherman  antitrust  law. 

Mr.  Dewalt.  Now,  you  have  had  this  supervision  and  regulation 
under  the  tinist  laws.  Has  that  been  found  eflScient,  so  far  as  regu- 
lation of  your  business  is  concerne^d?  Let  me  couple  it  with  some- 
thing  else,  perhaps,  to  help  you  out.  Conceding  for  the  sake  of  the 
argument — and  only  for  the  sake  of  the  argument — ^that  there  was 
a  combination  or,  if  you  please,  only  a  gentlemen's  agreement  amoii^ 
you  packers,  have  the  antitrust  laws  l)een  efficient  in  so  regulating 
your  business  as  to  prevent  such  things  if  any  such  things  were  agreeu 
upon  ? 

Mr.  Swift.  Well,  that  is  a  legal  question  and  pretty  well  compli- 
cated. 

Mr.  Dewalt.  No;  it  is  an  actual  demonstration  in  your  business. 
Here  you  have  got  a  law.  Now,  you  have  obeyed  the  law — Mr. 
Armour  said  you  did,  and  I  think  you  all  say  that  you  did. 

Mr.  Swift.  We  have. 

Mr.  Dewalt.  Now  conceding  for  the  sake  of  the  argument  that 
there  was  any  such  thing  as  a  combination — I  don't  want  you  to 
concede  it  and  I  don't  concede  it  for  you — ^but  conceding  that  there 
was,  for  the  sake  of  the  argument,  hasn't  it  been  proved  that  the 
antitrust  law  hiis  been  inefficient  in  preventing  any  such  pooling  of 
interests  or  combinations  ? 

Mr.  Swift.  I  should  think  so. 

Mr.  Dewalt.  In  other  words,  haven't  you  stood  in  fear  of  going 
to  jail  if  you  did? 

Mr.  Swift.  That  is  right. 

Mr.  Dewalt.  Well  now,  added  to  that,  you  have  had  the  regula- 
tion  of  the  Food  Administration  in  regard  to  certain  of  your  pn>j- 
ects,  haven't  you? 

Mr.  Swift.  Yes,  sir. 

Mr.  Dewalt.  Have  you  made  any  objection  to  that,  or  found  that 
onerous  and  difficult  to  comply  with? 

Mr.  Swift.  We  have  got  along  all  right  with  the  rules  of  the 
Food  Administration,  because  that  was  along  the  lines  of  cooperation. 
They  have  cooperated,  the  manufacturer,  with  the  producer,  with 
the  consumer,  and  it  has  worked  out,  to  my  idea,  to  a  wonderful 
airangenient.  That  is  what  I  should  call  cooperation  where  it  is 
more  advantageous  than  ruinous  competition. 

Mr.  Dewalt.  And  if  that  sort  of  system,  as  you  have  already  said, 
could  be  made  effective  in  normal  times,  you  concede  that  that 
would  not  be  at  all  objectionable? 

Mr.  Swift.  I  would  prefer  reasonable  cooperation  in  the  future. 
if  there  is  power  enough  behind  the  arrangement  to  make  it  work. 

Mr.  Dewalt.  The  only  thing  that  I  am  trjing  to  lead  to,  Mr. 
Swift,  is  this :  As  to  whether,  m  your  opinion,*  as  the  man  who  has 
had  charge  of  this  large  business  for  this  number  of  years,  you  can 
truthfully  say  that  the  laws  as  now  existent,  and  the  regulations  as 
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now  made,  have  been  efficient  in  preventing  some  of  the  abuses  that 
are  alleged  to  have  obtained. 

Mr.  Swift.  They  have. 

Mr.  Dewalt.  Therefore  does  it  follow  that,  in  your,  opinion,  there  is 
no  necessity  for  such  legislation  as  is  now  proposed,  as  a  business 
man  ? 

Mr.  Swift.  In  my  opinion  there  is  no  necessity  for  any  more  laws 
about  the  packing  business ;  and  the  enforcement  of  the  present  ones 
is  ample  protection  for  the  Government  or  anybody  else. 

Mr.  Dewalt.  Now,  when  you  make  that  answer,  are  you  able  to 
rid  yourself  of  what  I  would  call  the  personal  equation  in  the  mat- 
ter ?  That  is,  do  you  make  the  answer  as  a  business  man,  considering 
the  business  conditions  not  only  for  yourself  but  for  others  of  like 
interest  and  for  the  public  at  large ;  or  is  your  answer  predicated  upon 
the  fact  that  you  are  in  the  packing  business  and  look  at  it  only  from 
that  point  of  view  ? 

Mr.  Swift.  Can  I  have  that  read? 

Mr.  Dewalt.  It  is  a  pretty  long  one ;  yes. 

(The  reporter  read  the  question  as  follows:) 

Now,  when  you  make  that  answer,  are  you  able  to  lid  yourself  of  what  I 
would  call  the  personal  equation  in  the  matter? 

Mr.  Swift.  I  am. 

Mr.  Dewalt.  You  are  able  to  answer  regardless  of  that  ?   *- 
Mr.  Swift.  Yes,  sir.  J 

Mr.  Dewalt.  Now,  one  thing  more,  and  then  I  have  finiiied.  My 
friend  here  to  my  left  asked  you  about  this  license  provision.  You 
said  you  thought  it  would  put  you  people  out  of  business.  You  were 
not  very  affirmative  about  that — ^that  is,  to  my  mind — ^nqw,  let  me 
read  you  just  one  or  two  sentences.  On  page  5,  section  3,  of  this 
proposed  bill,  it  says : 

That  all  persons,  partnerships,  associations,  or  corporations  engaged  in  the 
operation  in  interstate  commerce  of  stockyards  or  the  ardjuncts.  appurtenances, 
and  facilities  hereinbefore  enumerated,  or  engaged  in  the  purchase,  manufac- 
ture, storage  or  sale  in  interestate  commerce  of  live  stock  or  the  products  de- 
rived in  whole  or  in  part  through  live  stock  or  the  slaughtering  of  live  stock, 
shall  operate  exclusively  under  license  issued  by  the  President,  through  such 
agency  or  agencies  as  he  may  designate,  and  upon  such  terms  as  he  may  pre- 
scribe in  such  license,  and  under  such  regulations  as  he  may  from  time  to 
time  prescribe;  and  provided  also  that  the  license  shall  be  revocable  at  the 
discretion  of  the  President. 

Now,  you  have  already  said  you  are  a  business  man  and  have  been 
in  charge  of  this  enterprise  for  16  years;  will  you  tell  me — ^tell  this 
committee — if  you  can,  how  you  could  run  your  business  under  a 
license  which  was  to  be  revocable  at  the  sweet  will  of  an  individual — 
or  the  bitter  will  of  an  individual,  if  you  would  rather  put  it  that 
way — at  any  time  that  he  mi^ht  revoke  it  and  choose  to  revoke  it,  and 
un^er  such  terms  and  conditions  as  he  might  prescribe  from  time  to 
time?  Can  you  tell  this  committee  how  in  the  world  you  would  ever 
adjust  your  financial  affairs  under  any  such  condition? 

Mr.  Swift.  It  could  not  be  done.    It  is  impossible. 

Mr.  Dewalt.  It  would  simply  be  an  impossibility  under  business 
conditions? 

Mr.  Swift.  Yes. 

Mr.  Dewalt.  That's  all. 
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The  Chairman.  Some  of  the  gentlemen  who  have  been  attending 
the  hearings  asked  me  during  the  recess  whether  we  would  have  a 
session  to-morrow.  Under  the  rule  we  can  not  have  it  unless  we 
agree  to  it  unanimously,  and  they  asked  me  to  let  them  know  as 
soon  as  we  could,  and  I  think  it  is  better  now  to  let  them  know  if  it 
is  possible. 

Mr.  EscH.  I  think  we  ought  to  have  one  day  off  out  of  two  week<^. 
1  have  a  great  deal  of  work  to  do  to-morrow. 

The  Chairman.  Then  it  can  not  be  done  on  unanimous  consent. 
Now,  if  there  are  any  gentlemen  here  who  were  making  those  in- 
quiries, you  may  know  that  there  will  not  be  a  session  of  this  commit- 
tee to-morrow  for  this  purpose,  or  any  other  purpose  that  I  know  of. 

Mr.  Montague.  Will  you  please  tell  me  who  were  present,  fann- 
ers, packers,  and  the  food  commissioners,  who  arranged  the  price  of 
17^  cents  for  hogs? 

Mr.  Swift.  Twenty  or  thirty  farmers  and  producers. 

Mr.  Montague.  Do  you  distinguish  between  "  farmers  and  pro- 
ducers"? I  don't  know  that  I  clearly  catch  that,  Mr.  Swift.  It  i« 
very  plain  to  you,  but  to  one  who  knows  nothing  about  the  pork- 
paddng  business  it  is  not. 

Mr.  Swift.  I  put  them  in  a  bunch — the  farmers,  the  producers, 
with  the. representatives  of  different  societies  and  associations.  You 
might  ssiy  these  people  came  from  the  West.  There  were  15  or  'iJ) 
men  in  fiie  business  from  the  West — the  leading  men  of  the  whole 
United  States. 

Mr.  aSntague.  Farmers? 

Mr.  Swift.  Yes;  and  feeders  and  college  men  and  presidents  of 
different  live-stock  associations — a  general  representation  of  th<» 
industry  from  the  West. 

Mr.  Montague.  Is  there  any  way  that  this  committee  could  be 
supplied  with  the  names  of  the  men  who  participated  in  that  con- 
ference? 

Mr.  Swirr.  Why,  certainly. 

Mr.  Montague.  I  don't  mean  it  now,  but  can  you  put  it  in  later  in 
your  statement? 

Mr.  Swift.  You  will  have  to  ask  the  Food  Administration  for 
that.  They  have  all  that  in  their  minutes.  It  is  in  their  minutes 
and  we  have  no  control  of  it,  but  they  will  give  it  to  you.  It  has 
been  published  in  the  newspapers. 

Mr.  Montague.  The  agreement,  though,  finally  reached  was  be- 
tween the  producers  and  the  farmers  on  one  side,  and  the  packers  on 
the  other,  was  it  not? 

Mr.  SwiiT.  Helped  by  the  buyers  of  the  allied  nations,  England, 
France — they  were  all  represented. 

Mr.  Montague.  Did  they  have  representation  there,  too? 

Mr.  Swift.  Yes;  through  the  Food  Administration.  These  r^p' 
resentatives  did  not  come  into  this  meeting  but  they  had  their  ar- 
rangements with  the  Food  Administration ;  tlien  the  Food  Adminis- 
tration would  tell  us  in  this  meeting  what  these  buyers  from  Englaml 
and  the  other  places  had  to  say,  and  how  much  products  they  wanted. 
That  is  all  conducted  under  the  management  and  arrangement  of 
the  Food  Administration.    They  were  dealing  with  the  packers  on 
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one  side  and  these  men  from  the  West  on  the  other  side,  and  the 
allied  buyers  behind  them,  you  might  say. 

Mr.  Montague.  And  about  how  many  farmers  were  represented  at 
that  meeting? 

Mr.  Swift.  There  were  from  16  to  20  or  more. 

Mr.  Montague.  And  that  was  a  voluntary  agreement  that  was 
entered  into  in  this  conference  ? 

Mr.  Swift.  Yes,  sir. 

Mr.  Montague.  There  was  nothing  compulsory  about  it? 

Mr.  Swift.  No,  sir. 

Mr.  Montague.  It  was  effective,  was  it  not?  It  controlled  the 
prices,  did  it  not — ^that  agreement  ? 

Mr.  Swift.  Well,  in  a  way.  This  was  a  minimum  price.  There 
was  sort  of  an  understanding  that  the  packers  would  see  that  there 
was  a  minimum  price  on  No.  1  hogs  of  $17.50. in  Chicago — ^that  it 
would  not  go  below  that. 

Mr.  Montague.  In  Chicago? 

Mr.  Swift.  Yes,  sir;  and  other  places  in  proportion.  There  was  a 
scale  arrangement — a  schedule.  Now,  it  was  more  or  less  a  one- 
sided arrangement.  The  packers  were  permitted — we  didn't  make  a 
contract,  mmd  you;  we  didn't  give  our  word;  we  didn't  give  our 
bond  that  this  was  going  to  happen,  but  we  said  as  far  it  was  in  our 
reasonable  control  we  would  maintain  this  minimum  price  of  17^ 
cents  for  hogs.  Now,  there  was  no  maximum  price  agreed  upon.  It 
was  understood  that  the  selling  was 

Mr.  Montague  (interposing).  That  vou  should  not  give  less  than 
that? 

Mr.  Swift.  That  we  should  not  give  less  than  that.  Now  you  see 
they  had  the  advantage. 

Mr.  Montague.  What  do  you  mean  by  advantage  ? 

Mr.  Swift.  The  people  selling  live  stock — ^the  hogs.  Oftentimes 
they  got  more  than  that  price.  Some  days  they  would  get  18  cents  a 
pound,  and  it  must  have  averaged  during  the  whole  life  of  this  un- 
derstanding over  18  cents  a  pound.  Though  it  was  not  a  fixed  price 
between  the  two  interests ;  it  was  a  minimum  price.  It  was  made  at 
the  request  of  the  Food  Administration. 

Mr.  Montague.  Yes;  I  understand  that.  I  didn't  mean  to  inti- 
mate that  it  was  initiated  by  the  packers  at  all.  Were  there  any  in- 
dependent packers  there? 

Mr.  Swift.  There  must  have  been  25. 

Mr.  Montague.  So,  practically,  the  demand  market  was  there, 
wasn't  it — represented  in  that  conference? 

Mr.  Swift.  The  production  market. 

Mr.  Montague.  The  demand  market  of  this  country  and  the  world 
was  represented  in  that  conference,  wasn't  it? 

Mr.  Swift.  The  demand  market  and  the  production  market,  both. 

Mr.  Montague.  And  of  the  allied  nations,  to  put  it  more  accu- 
rately— ^they  were  represented  in  that  conference? 

Mr.  Swift.  They  were. 

Mr.  Montague.  And  the  supply  market  was  represented  by  the 
farmers,  their  agents  or  representatives  ? 

Mr.  Swift.  It  was.     > 

Mr.  Montague.  And  the  understanding  arrived  at  there  has  been 
effective?    In  other  words,  a  level  of  price  has  obtained? 
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Mr.  Swift.  It  has  worked  out  all  right. 

Mr.  Parker  of  New  Jersey.  It  was  practically  a  wholesale  sale  for 
the  whole  season,  instead  of  a  sale  in  each  particular  market.  ^ 

Mr.  Stephens.  Would  it  interrupt  you  if  you  would  ask  him  that 
question  right  there,  whether  or  not  this  would  not  indicate  that  the 
packers  could  ordinarily  control  prices? 

Mr.  Montague.  Do  you  think  if  the  independent  packers  had  not 
been  present  at  that  conference,  and  that  what  is  known  as  the  five 
big  packei*s  had  been  there  and  entered  into  this  agreement,  they 
could  have  maintained  that  level  of  prices? 

Mr.  Swift.  No,  sir;  it  required  all  the  people  that  were  there  to 
make  it  effective. 

Mr.  Montaoue.  Do  I  understand  from  that  that  you  make  this 
assumption :  That  if  the  five  big  packei^s  had  deliberately  agreed  to 
fix  that  price  in  response  to  the  suggestion  of  the  Food  Commission, 
you  could  not  have  maintained  it  unless  you  had  had  the  cooperation 
of  the  independent  packet's  ? 

Mr.  SwiFT.  That  is  right. 

Mr.  Montague.  Aifd  of  the  allied-nation  purchasers? 

Mr.  Swift.  Yes,  sir;  and  the  buying  power  of  the  allies;  ^es,  sir. 

Mr.  Montague.  Does  that  cover  wnat  you  had  in  mind,  Mr. 
Stephens  ? 

Mr.  Stephens.  I  think  that  covers  it. 

Mr.  Decker.  Would  you  mind,  Governor,  if  I  asked  one  question 
there? 

Mr.  Montague.  Certainly  not. 

Mr.  Decker.  You  have  repeatedly  laid  stress  on  this  fixed-prioe 
arrangement  depending  upon  the  power  of  controlling  allied  buyers. 

Mr.  Swift.  On  the  power,  I  sav — that  is,  it  means  controlling  the 
allied  buyers,  controlling  the  producers,  controlling  the  packers,  con- 
trolling everything. 

Mr.  Decker.  Well,  now,  in  other  words,  the  large  buying  of  the 
allies  gave  you  a  substantial  outlet  for  a  large  part  of  your  products, 
did  it  not  ? 

Mr.  Swift.  That  helped  out.  It  was  in  concentrated  hands.  Now, 
if  it  had  been  scattered  all  over  the  whole  place,  the  arrangement 
could  not  have  been  handled  properly. 

Mr.  Decker.  But  still,  the  allied  buy  was  not  the  largest  part  of 
the  buying  that  was  done  of  your  products? 

Mr.  Swift.  Well,  it  is  a  big  item. 

Mr.  Decker.  It  is  a  big  item.  So  it  just  naturally  occurs  to  a  lay- 
man, if  the  concentration  of  buying  by  the  allies,  which  was  only  a 
small  part  of  the  total  buying  of  your  product,  could  stabilisse  the 
price  of  what  you  sold,  why  couldn't  the  concentration  of  the  buying 
of  five  packers  stabilize  the  price  of  what  the  farmers  sell? 

Mr.  SwuT.  Well,  these  allied — this  large  buying  of  the  allied  gov- 
eniment-,  that  took  rare  of  all  the  surplus.  That  made  all  other 
matter^  in  connection  with  it 

Mr.  MoNTAcrK  (interposing).  The  surplus,  as  a  matter  of  fact^ 
is  the  larffe'-t  factor  in  determining  the  price,  is  it  not? 

Mr.  SwuT.  (Viiainly. 

Mr.  M()NT.\(;i  e.  If  you  haven't  got  anything  left  over,  you  can't 
8i41  it. 
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Mr.  Swift.  Certainly  not.  That  was  sort  of  a  guarantee  that  we 
could  keep  our  goods  moving  and  keep  them  going  in  the  business. 

Mr.  Decker.  Well,  if  all  the  five  packers  would  not  buy  to  a 
large  capacity,  it  would  leave  some  surplus  on  the  farmers'  hands, 
wouldn't  it,  once  in  a  while? 

Air.  Savift.  Well,  what  object  would  the  packers  have  in  that?. 

IMr.  Decker.  I  am  thinking  now  of  their  power  to  run  the  price 
clown — ^nofc  their  desire  to.  I  have  my  doubts  whether  you  have  done 
it  aways — 1  mean  in  the  last  few  years — ^but  I  can't  get  it  out  of  my 
beiid  that  you  could  do  it  any  time  that  you  wanted  to — just  to  be 
frank  with  you — and  I  think  the  nmjdrity  of  the  people  in  the 
country  think  you  could  do  it,  and  if  you  have  got  any  way  to  ex- 
plain why  it  could  not  be  done,  I  think  your  time  would  be  well 
spent  in  going  into  it. 

Mr.  Swift.  If  Swift' 4&  Co.  staid  out  of  the  market  and  refused  to 
buy  live  stock,  it  would  not  hurt  anybody  but  Swift  &  Co.  The  live- 
stock market  of  the  United  States  would  go  on  and  the  live  stock 
could  be  sold  readily  and  there  would  be  no  interruption  in  the  busi- 
ness at  all.  Now,  that  is  one  point.  If  the  five  packers  should  vio- 
late all  laws  and  go  into  a  combination  to  make  concerted  action  and 
should  refuse  to  ouy,  that  would  have  its  effect,  but  they  are  not 
doing  that  sort  of  thing.  They  are  not  in  concerted  action.  They 
have  no  combination,  and  they  are  not  violating  the  laws. 

Mr.  Decker.  That  is  all.  Governor,  excuse  me. 

Mr.  PARKFJ^  of  New  Jersey.  What  effect  would  it  have  on  their 
business  if  they  did  that? 

Mr.  Swift.  They  would  be  down  and  out. 

Mr.  Montague.  I  believe  I  am  through,  sir.  The  ideas  that  I  had 
have  all  evaporated  by  this  time. 

Mr.  Parker  of  New  Jei'sey.  I  beg  your  pardon.  Governor.  I  did 
not  intend  to  interrupt  you. 

Mr.  Hamilton.  A  while  ago,  in  answer  to  a  question  put.  to  you,  1 
think,  by  Mr.  Stephens,  you  told  the  difference  in  price — you  told 
the  price  that  the  Washington  retailer  of  beefsteak  might  get.  You 
said  that  if  Uie  purchaser  sent  it  home  by  a  messenger  it  might 
cost  him  60  cents  a  pound  and  if  he  delivered  it  himself  it  might 
cost  him  40  cents  a  pound.  That  point  in  your  statement  struck  me 
that  I  would  like  to  ask  you  what  you  got  from  the  retailer  of  that 
steak? 

Mr.  Swift.  We  sell  it  in  the  form  of  a  whole  carcass,  an  entire 
carcass,  and  that  varies.  It  is  running  along  18,  19,  or  20  cents  a 
pound — in  the  neighborhood  of  20  cents  a  pound  on  an  average  for 
the  past  month. 

Mr.  Hamilton.  Then^  .under  present  conditions  of  governmental 
regulation  the  retailer  is  charging  a  profit — when  I  say  profit,  I 
mean  that  he  pays  expenses  out  of  that  so-called  profit---charging 
the  difference  between  20  cents,  say,  at  the  outside,  and  60  cents  at 
the  outside.  I  don't  know  what  he  is  getting  per  pound — ^the  retailer 
for  that  steak.    I  am  simply  adopting  your  figures. 

Mr.  Swift.  Yes,  sir ;  but  those  prices  might  be  in  a  way  approxi- 
mately correct;  but  you  must  remember 

Mr.  Hamilton  (interposing).  I  am  adopting  your  figures. 

Mr.  Swift.  Yes,  sir ;  but  you  must  remember  that  this  butcher  has 
to  cut  off  the  neck  of  this  animal ;  he  mav  have  to  sell  that  for  10 
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cents  a  pound;  there  are  some  soup  bones  in  there  that  will  have 
to  sell  for  5  cents  a  pound. 

Mr.  Hamilton.  I^t  me  interrupt  you  there.  What  do  you  get 
for  it? 

Mr.  Swift.  That  all  goes  into  the  whole  business. 

Mr.  Hamilton.  You  get  20  cents  for  the  whole  carcass? 

Mr.  Swift.  Yes,  sir;  then,  they  have  a  lot  of  scraps,  one  thing 
and  another,  that  they  get  1  cent  a  pound  for;  and  they  don't  get 
anything  for  some  of  it. 

Mr.  Hamilton.  Now,  at  the  hotels  and  restaurants  they  are  charg- 
ing about  a  dollar  for  what  they  call  a  small  steak,  sometimes  with 
the  trimmings  thrown  in.  What  do  you  get  for  the  meat  that  con- 
stitutes one  of  these  small  steaks? 

Mr.  Swm.  That  all  comes  out  of  the  carcass;  20  cents  a  pound. 

Mr.  Hamilion.  "WTiat  does  the  retailer  get  for  it? 

Mr.  Swut.  Something  like  60  cents. 

Mr.  Hamilton.  Not  for  a  little  steak — 60  cents  a  pound?  How 
much  is  there  in  one  of  those  so-called  small  steaks?  This  is  a  mere 
matter  of  the  acquisition  of  information.  How  much  is  there  in  one 
of  these  small  steaks?    You  have  observed  them,  of  course. 

Mr."  Swift.  They  might  weigh  half  a  pound.  But,  you  see,  that 
is  boneless  meat  that  might  be  called  tenderloin. 

Mr.  Hamilton.  It  might  be  called  that,  yes.    [Laughter.] 

Mr.  Dewalt  asked  you  about  the  statement  that  has  been  made  tliat 
this  $100,000,000  relief  fund  might  also  operate  for  the  relief  of  the 
packers.  The  story  as  I  get  it  is  substantially  this :  That  the  packers, 
anticipating  the  continuation  of  the  war  beyond  the  time  when  it 
actually  was,  theoretically  at  least,  wound  up,  laid  in  a  considerable 
supply  of  salted  meats,  and  that  this  salted  meat  is  not  acceptable 
to  the  English  on  the  English  market,  and  this  salted  meat  might  l)e 
disposed  of  in  southeastern  Europe  as  a  part  of  the  relief  providiHi 
for  by  the  $100,000,000  appropriation.  How  does  that  accord  with 
your  understanding? 

Mr.  Swift.  Well,  that  is  not  quite  right.  The  English  people  are 
buying  in  the  market  in  accordance  with  a  normal  arrangement 
They  are  going  to  keep  on  buying  the  pork. 

Mr.  Hamilton.  Do  they  like  salted  meat? 

Mr.  Swift.  Oh,  ye^;  they  buy  Cumberlands  and  Wiltshires  and 
English  breakfast  bacon.  It  is  a  big  item,  and  they  continue  to 
buy  right  along. 

Mr.  Hamilton.  I  don't  anticipate  you  are  going  to  furnish  these 
people  in  southeastern  Europe  with  breakfast  bacon  at  70  cents  t 
pound. 

Mr.  Swift.  I  am  not  talking  about  that;  no;  but  I  say  what  Eng- 
land takes  as  a  volume  in  the  amount  of  pounds  is  a  big  item«  com- 
pared with  a  certain  per  cent  of  our  shipments — a  big  item.  You 
could  sum  it  up  this  way :  That  the  war  has  stopped,  and  to  a  certain 
extent  that  has  shut  off  a  part  of  the  packers'  demand  from  a  certain 
direction,  but,  then,  there  is  an  additional  demand  opened  up,  fso  that 
one  hand  about  washes  the  other.  There  is  no  particular  sdgnificance 
in  the  matter. 

Mr.  Hamilton.  So  it  is  a  matter  of  no  special  interest  to  the 
packer? 
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Mr.  Swift.  There  is  as  much  new  demand  come  in  as  old  demand 
lias  dropped  out. 

Mr.  Hamilton.  Now,  as  to  one  other  matter — ^as  to  this  price  fixed 
at  17^  cents  a  pound — I  notice  in  reply  to  one  of  the  other  Republican 
members  of  the  committee  interrogating  you,  you  said  the  price  was 
17^  cents,  on  the  average,  to  the  farmer.  Now,  take  the  average 
farmer  down  in  southern  Michigan,  where  I  live;  the  buyer  buys 
his  hogs,  and  he  buys  as  much  under  that  17^  cents  as  he  can,^ 
doesn't  he?  ' 

Mr.  Swift.  Yes,  sir;  but  the  farmer  gets  the  newspaper,  and  he 
sees  that  hogs  are  selling  for  17^  cents  in  Chicago,  or  17j  or  18. 
They  figure  that  out  pretty  close. 

Mr.  Hamilton.  The  farmer  gets  the  newspaper,  yes,  and  he  sees 
the  price  of  steers,  but  he  is  not  a  shipper  in  carload  lots,  and  in  5,000 
or  6,000  of  them,  generally  speaking,  there  is  some  one  man  who 
does  the  buying  and  assumes  sort  of  a  benevolent  attitude  towardf 
the  farmers  and  tells  them  how  much  it  is  going  to  cost  him  to 
^et  to  the  market  and  what  a  great  expense  it  is. 

Mr.  Swift.  He  is  what  you  call  a  dealer  or  shipper. 

Mr.  Hamilton.  He  is  a  dealer,  and  he  deals  always,  of  course,  for 
his  own  interest. 

Mr.  Swift.  Yes. 

Mr.  Hamilton.  I  was  wondering  how  near  the  farmer  came  to  get- 
ting the  17  J  cents. 

Mr.  Swift.  Well,  that  varies.  They  buy  them  about  as  cheap-  as 
the^  can.  Sometimes  they  get  them  half  a  cent  off.  That  pays  the 
freight  and  shrinkage,  you  faiow. 

Mr.  Hamilton.  That  is  a  typical  condition  all  over  the  country, 
isn't  it? 

Mr.  Swift.  Yes;  they  are  buying  horses;  they  are  buying  chickens 
and  poultry  and  everything  on  the  same  sort  of  scheme— different 
people. 

Mr.  Ha3iilton.  You  stated  awhile  ago,  I  think  it  was  yesterday, 
that  you  were  doing  considerable  advertising  in  1918 — more  in  1918 
than  jou  had  done  in  1917 — and  that  you  had  been  progressively  in- 
creasmg  your  advertising  expenditures.  Well,  now,  in  1918,  for 
illustration,  you  had  a  market  for  about  all  the  stuff  that'  you  were 
using,  didn't  you?  You  didn't  really  need  to  advertise  to  create  a 
public  taste,  did  you  ? 

Mr.  SwiFi'.  Well,  that  all  helps  create  an  outlet. 

Mr.  Hamilton.  But  you  didn't  need  to  spend  several — how  many 
millions  was  it— $800,000,  wasn't  it? 

Mr.  Swift.  $1,700,000. 

Mr.  Hamilton.  About  half  of  that  was,  as  I  understood  you  to  say 
in  answer  to  the  food  control — not  the  food  control 

Mr.  Swift  (interposing).  The  Federal  Trade  Commission. 

Mr.  Hamilton.  The  Federal  Trade  Commission's  statement;  really 
you  did  not  need  to  advertise  in  order  to  find  a  market  for  your 
product  at  that  time,  did  you  ? 

Mr.  Swift.  Not  at  that  time,  but  I  will  need  it  next  year  or  the 
year  after.    I  am  accumulating  a  good-will  fund. 

Mr.  Hamilton.  Have  you  ever  considered  the  psychological  ele- 
ment involved  in  liberal  advertising  in  periodicals  and  newspapers, 
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in  this:  That  the  use  of  considerable  space  at  good  prices  rather 
inclines  the  management  of  the  newspaper  or  periodical  to  be  kind 
and  considerate  in  its  editorial  mention? 

Mr.  Swrrr.  We  have  never  considered  that. 

Mr.  Hamilton.  What  does  it  cost  to  occupy  a  page  of  advertising 
in,  say,  Colliers?    Did  you  ever  advertise  in  Colliers? 

Mr.  SwiTT.  I  don't  Imow  the  price. 

Mr.  Hamilton.  Or  the  Saturday  Evening  Post?  We  will  take 
one  of  the  Chicago  papers;  what  does  it  cost  to  occupy  a  page  in  one 
of  the  Chicago  papers  ? 

Mr.  Swift.  I  don't  know  the  price. 

Mr.  Hamilton.  Have  you  got  your  advertising  man  here? 

Mr.  Swift.  Yes,  sir. 

Mr.  Hamilton.  He  can  tell  you.  .      * 

Mr.  Swift.  Mr.  Hebb  is  here, 

Mr.  Hebr.  It  depends  on  the  Chicago  paper.  They  run  all  the  wav 
from  $250  to  $1,000. 

Mr.  Hamilton.  A  page? 

Mr.  Herb.  A  page,  yes.  We  are  not  using  page  space,  however; 
we  are  using  a  very  small  part  of  that,  and  not  every  day. 

Mr.  EscH.  Mr.  Swift,  it  has  been  the  custom  of  some  of  the  large 
packers  to  maintain  their  own  icing  plant,  and  at  such  plant,  sta- 
tioned at  convenient  points,  they  ice  not  only  their  own  cars  but  the 
cars  of  competitors.    Isn't  that  right? 

Mr.  SwiiT.  Yes,  sir.  That  is  being  gradually  changed  since  the 
railroad  has  gone  into  Federal  control.  Those  arrangements  are  lie- 
ing  eliminated  now,  and  it  is  all  being  done  by  the  Railroad  Adminis- 
tration. 

Mr.  Escii.  Well,  it  is  not  the  result  of  the  action  of  the  Federal 
control  or  Railroad  Administration.  It  is  due  to  one  of  the  conclu- 
sions of  the  Interstate  Commerce  Commission  in  the  matter  of  private 
cars,  decided  July  31, 1918,  in  the  following  language : 

That  reiclnff  charges  on  shipments  of  fresh  meat  and  packing -house  prinliirts 
and  dairy  products  to  be  base<l  on  the  cost  of  the  Ice  and  ^alt  uned.  the  labor, 
investment  In  icinp  plants,  etc.,  together  with  a  reasonable  profit:  that  the  mr- 
rlers  only  should  perform  the  service  of  reiclng  and  make  charg(»«  therefor,  an«I 
that  shippers  of  these  products  should  not  bo  perndtted  to  perform  the  service 
of  .reidng  their  own  and  competitors*  shipments  en  route,  either  directly  or 
through  corporations  controlled  by  them. 

Since  that  decision  was  handed  down,  on  the  31st  of  July.  1918. 
what  has  your  company  done  toward  relinquishing  its  separate  icin/j 
plants? 

Mr.  Swift.  Well,  it  is  all  being  arranged.  It  is  all  being  done.  It 
has  taken  more  or  less  time.  Some  of  the  arrangements  were  made 
immediately,  and  some  of  them  have  been  strung  out  for  one  reason 
or  another,  but  it  is  all  being  accomplished. 

Mr.  EscH.  And  it  is  likely  to  be  accomplished  in  the  very  near 
future? 

Mr.  Swift.  Oh,  yes.  I  am  not  sure  that  it  is  not  all  finished  now. 
I  rather  think  it  is. 

Mr.  Esni.  How  many  icing  plants  did  you  have  ? 

Mr.  Swift.  Six  or  eight. 

Mr.  Escii.  Was  the  matter  of  reicing  by  the  big  packers  a  cause  for 
criticism  in  the  minds  of  the  Federal  Trade  Commission? 
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Mr.  Swift.  I  don't  know  that  it  is. 

Mr.  EscH.  Did  they  not  find  that  where  it  held  or  had  a  reicing 
station  and  reiced  the  refrigerator  cars  of  a  competitor  it  gave  to  the 
big  packer  access  to  the  manifest  or  bill  of  lading  of  the  competitor, 
and  also  might  be  used  as  an  instrumentality  in  3elaying  the  move- 
ment of  the  competitor's  car? 

Mr.  Swift.  I  didn't  hear  anything  like  that,  but  it  might  be  in 
there.  But  that  don't  seem  reasonable  to  me  that  the  car  would  be 
delayed.  That  car  is  in  the  control  of  the  railroad  company  and  they 
are  going  to  carry  it  through  on  the  train. 

Mr.  EscH.  How  about  the  argument  about  having  access  to  the 
competitor's  waybill  ?  I  take  it,  if  my  recollection  serves  me  right, 
it  is  mentioned  in  the  report  of  the  Federal  Trade  Commission. 

Mr.  Swift  (examining  pamphlet).  Yes,  that  is  in  here. 

Mr.  Escii.  Well  now,  if  it  is  in  there  and  it  is  one  of  the  bases  for 
this  legislation,  it  is  now  already  eliminated  by  the  decision  of  the 
Interstate  Commerce  Commission  of  July  31,  1918. 

Mr.  Swift.  Yes,  sir. 

Mr.  EscH.  There  is  much  evidence  in  part  two  of  the  Trade  Com- 
mission's report  that  has  directed  relation  to  my  State  of  Wisconsin 
and  I  want  to  ask  you  a  few  questions  with  reference  to  it. 

The  American  Society  of  Equity  is  a  large  farmers'  organization 
which  has  a  large  membership  in  my  State  and  in  the  States  of  the 
Northwest.  One  of  its  policies  is  to  create  cooperative  societies 
among  its  farmer  constituents,  not  merely  in  the  building  of  ware- 
houses, but  even  to  the  construction  of  packing  houses.  That  at- 
tempt was  made  in  my  own  city  and  the  plant  failed  and  the  farmers 
who  contributed  lost  thousands  of  dollars. 

Mr.  SwiJT.  What  city  was  that  ? 

Mr.  EscH.  La  Crosse.  They  attempted  to  start  another  at  the  city 
of  Sauk  City,  and  got  no  further  than  the  original  organization. 

Mr,  SwiiT.  What  was  the  second  name? 

Mr.  EscH.  Sauk  City.  There  is  being  operated  in  the  City  of 
Madison  what  is  known  as  The  Farmers' Cooperative  Packing  Co., 
and  on  page  116,  of  part  2,  of  the  Federal  Trade  Commission's  re- 
port there  appears  this  testimony  as  given  by  Charles  H.  Nay,  his 
manager — ^this  is  located  at  Madison : 

Question.  What  sort  of  competition  do  you  get  from  them  (the  blp  packers)  ? — 
Answer.  W^eU,  I  find  this  condition,  tliut  we  are  discriminated  against.  It  is 
as  plain  as  can  be,  only  it  is  done  in  a  matter  of  one  house  being  in  one  wjeelc 
with  instances  of  a  discrimination  on  beef,  and  that  same  week  one  of  the  other 
houses  will  be  in  with  pork  prices  down.    The  next  week  they  will  interchange. 

Question.  You  mean  by  other  houses,  one  of  these  five  big  ones? — Answer. 
One  of  these  five. 

Question.  Will  be  selling  beef  below  what  It  costs  you? — ^Answer.  Yes,  sir; 
below  what  it  costs  them. 

Question.  Do  you  know  the  basis  on  which  they  flgin-e  their  margin  and 
figure  their  cost? — Answer.  I  do. 

#  •  *  *  *  «>  « 

Question.  And  they  take  turns  in  selling  hogs  at  a  loss?  One  will  be  selling 
cattle  at  a  loss  and  another  selling  hogs  at  a  loss  at  the  same  time? — An)BW(>r. 
At  the  same  period.  I  have  a  little  schedule  that  I  worked  up  here,,  for  in- 
voices obtained.  If  you  want  it. 

Question.  Yes;  we  would  like  to  have  it. — Answef.  This  was  taken  on  tlie 
week  starting  12/31/17,  and  ending  1/5/18.  This  week  in  particular  Planking- 
ton  &  Go.  (a  Swift  concern)  were  the  beef  men.  During  that  week  Planking- 
ton  Packing  Go.  put  in  a  class  of  cattle,  straight  stock,  from  300  to  400  poun<lB, 
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which    we    were   getting   13^    cents    for.     We    were    classing    them    us    13^ 
cent  cattle.     Morris  &  Co.,  same  beef,  was  classing  them  at  13  cents  and  14 
cents,  and  the  others  didn't  have  any  in  our  territory.    Plankington  put  in  this 
same  class  of  cattle  at  lOi  cents  that  week. 
Question.  Have  you  any  other  instances? . 

*  ^  4t  *  «  «  • 

Answer.  That  same  week,  on  pork,  Plankington's  price  on  ijork  was  in  range 
with  ours,  and  Armour  &  Co.  were  in  with  pork  at  22  cents.  Our  price  was  24 
cents,  24^  cents,  23^  cents,  and  22^  cents  on  the  grades. 

Question.  For  the  grade  you  were  selling  at  24 — what  was  Armour  selling 
that  week? — Answer.  Twenty-two  cents. 

Question.  What  was  Phiukington  selling  at  that  week  on  that  gnide? — 
Answer.  Twenty-four  cents.  ♦  *•  ♦  It  is  an  interchange.  Now,  the  next — 
following  week  after  that — to  take  that  week.  I  haven't  the  exhibit  of  it,  but 
the  following  week  after  that,  Cudahy  did  all  the  beef  business  in  MadisoiL 

(Public  Hearings  on  Meat  Investigation,  pp.  2344-2349.) 

That  is  part  of  the  testimony  appearing  on  page  116,  pai-t  2,  of 
the  Federal  Trade  Commissions  Report.  On  the  following  page 
there  is  another  illustration  taken  from  Salt  Lake  Citv,  the  ioin- 
panies  operating  there  being  the  Utah  Packing  &  Provision  Co. 

Mr.  Swift  (interposing.)  Mr.  Esch,  could  we  treat  only  one,  witli* 
out  getting  involved  in  any  other  now  i 

Mr.  Esch.  No. 

Mr.  Swift.  You  see  we  get  into  two  things.  I  understand  that  this 
says  that  the  large  packers,  iBrst  one,  would  sell  beef  cheaper  one 
week  and  then  the  next  week  it  might  be  another,  and  the  same  way 
with  pork.  There  might  be  one  company  selling  pork  cheaper  and 
next  week  it  would  be  another  company. 

Mr.  Esch.  That  was  the  charge. 

Mr.  Swift.  And  he  assumes  that  that  is  by  arrangement  between 
the  packers.  Well,  now,  such  a  thing  as  that,  doing  anything  like 
that,  would  be  absolutely  impossible.  It  would  be  impossible  to  make 
any  such  arrangement.  If  such  a  thing  was  done,  every  person  in 
Wisconsin  would  know  about  it  and  the  employees  of  every  packer 
would  know  about  it,  and  there  is  no  possibility  of  considering  that 
for  a  minute,  and  from  the  fact  that  there  is  always  some  one  of  them 
lower  than  the  others  that  shows  that  there  is  no  combination  or  co- 
operation. If  that  don't  show  competition,  I  would  like  to  know 
how  in  the  world  you  are  going  to  show  competition — if  that  don't 
show  it. 

Mr.  Esch.  It  was  cited  evidently  to  show  that  by  some  prearran^- 
ment  the  big  packers  on  successive  weeks  cut  under  the  current  price 
of  such  products,  and  of  course  if  they  kept  it  up  the  ultimate  result 
would  have  been  that  this  Farmers'  Cooperative  Packing  Co.  would 
have  gone  out  of  business. 

Mr.  Swift.  I  know,  but  this  man  Hay,  he  is  either  stupid  or  else  he 
don't  mean  w^hat  he  is  talking  about — to  think  that  five  large  firms 
would  go  to  country  towns  like  that  and  make  an  arrangement  thiit 
violates  every  law  that  I  ever  heard  of,  and  to  my  idea  he  has  pre- 
sented the  most  concrete  case  of  competition  that  it  would  be  possible 
for  anybody  to  present. 

Mr.  Esch.  Now,  the  other  case  cited 

Mr.  Swift  (interposing).  One  other  point,  the  fact  that  they  are 
selling  at  different  prices  certainly  is  no  evidence  of  collusion  or 
combination.    It  is  evidence  to  the  contrary. 
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Mr.  Dbwalt.  May  I  ask  a  question  there,  Mr.  Esch  ? 

Mr.  Esch.  Yes;  go  ahead. 

Mr.  Dewai/t.  I  don't  know  that  you  do,  but  it  seems  you  lose  sight 
of  the  gravamen  of  this  charge,  to  wit,  that  for  one  day  or  one  week 
your  house  would  undersell  on  beef,  but  on  the  same  day  you  get  a 
higher  price  on  hogs  by  combination,  and  the  next  week  you  would 
undersell  on  hogs  and  have  a  rise  on  beef;  that  is  the  gravamen  of 
the  charge. 

Mr.  Swift.  But  how  are  you  going  to  get  the  prices  all  the  same 
unless  you  have  got  a  combination — unless  there  is  collusion? 

Mr.  DEWAiyr.  That  is  what  he  alleges.  He  alleges  that  there  must 
be  combination  by  reason  of  the  fact  that  you  lower  the  price  on 
your  beef  and  at  the  same  time  somebody  else  will  raise  the  price  on 
hogs,  and  therefore  you  will  be  even  Stephen.  That  is  the  gravamen 
of  the  charge. 

Mr.  Swift.  Yes ;  but  I  say  that  that  proves  there  is  no  combination. 

Mr.  Esch.  Will  you  finisn  that  explanation  now  ?  Another  charge 
is  made  with  reference  to  the  beef-packing  companies  at  Salt  Lake 
City.    I  will  read  from  page  117  of  the  report : 

The  Oidahy  Packing  Co.  has  a  slaughtering  plant  at  Salt  l^ke  City,  the 
Western  Packing  Co.  (owned  by  Swift  &  Co.)  has  a  branch  house  there,  and 
the  Colorado  Packing  &  Provision  Co.  (owned  by  Armour  &  C.)  also  has  a 
branch  house. 

Following  April,  1917,  these  three  large  packers  took  turns  in  selling  meat 
products  below  cost  in  order  to  drive  the  Ogden  Packing  &  Provision  Co.  and 
the  Utah 'Packing  &  Provision  Co.  out  of  business.  The  situation  in  the  market 
has  on  several  occasions  become  so  oppressive  that  the  Utah  Packing  & 
Provision  Co.  had  been  compelled  to  close  down  its  plant. 

What  have  you  to  say  about  that? 

Mr.  Swift.  I  would  say  that  that  showed  active  competition. 

Mr.  Esch.  Well,  this  intimates  more  than  that ;  it  intimates  a  pre- 
arrangement  or  agreement  to  successively  undersell  this  Utah  concern 
with  the  purpose  of  ultimately  driving  it  out  of  business.  Is  that 
true  or  not? 

Mr.  Swift.  We  don't  do  anything  of  that*kind.  That  is  what  you 
call  "  rotation  "  with  the  competitors.  Now,  we  do  not  do  a  thing  of 
that  kind.  If  we  did,  there  are  a  hundred  employees  of  Swift  &  Co, 
that  would  know  it,  and  some  of  them  would  be  down  here  and  tell 
you  gentlemen  about  it,  or  they  would  tell  the  Federal  Trade  Commis- 
sion or  somebody  else.  There  would  be  plenty  of  affidavits  around 
to  this  effect. 

Mr.  Esch.  They  cite  another  case  of  "rotation"  as  occurring  in 
San  Antonio,  Tex.,  where  independent  slaughtering  companies  com- 
pete with  branch  hotises  of  Armour  &  Co.,  Morris  &  Co.,  Swift  &  Co., 
and  Wilson  &  Co.  (Inc.).    Do  you  know  anything  of  that  instance? 

Mr.  Swift.  It  just  shows  competition.  That  is  evident  in  every 
city  in  the  Unit-ed  States,  so  far  as  I  know. 

Mr.  Veeder.  Mr.  Swift,  we  can't  prove  a  negative,  and  we  have  had 
no  opportunity  to  examine  the  evidence  or  cross-examine  the  wit- 
nesses to  find  out  what  these  facts  are  or  what  they  have. 

Mr.  Esch.  Of  ooutse,  this  part  2  has  been  available  to  you  for 
some  weeks. 

Mr.  Veeder.  Yes,  sir ;  but  we  have  had  no  chance  to  ascertain  the 
facts  or  cross-examine  witnesses  making  those  statements.    The  facts 
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are  false  as  to  any  rotation  or  any  agreement.  These  parties  have 
run  up  against  low  prices,  and  that  fact,  that  the  prices  varied  among 
the  packers,  is  evidence  of  competition.  Now,  as  to  the  agreement, 
there  was  none.  There  was  no  agreement.  Now,  if  he  had  had  a 
chance  to  have  cross-examined  the  witnesses,  to  examine  the  papers 
that  they  printed,  we  could  have  developed  the  truth.  We  had  no 
such  opportunity. 

Mr.  EscH.  Why,  this  report  gives  the  names,  the  fresh  meat  men 
for  Armour  and  Swift,  W.  C.  Felzer  for  Armour,  J.  C  Gates  for 
Swift  &  Co. 

Mr.  Swift.  That  says  that  Armour  was  selling  his  meat  cheap  one 
day  and  Swift  was  selling  it  cheap  another  day  ? 

Mr.  EscH.  Yes,  that  is  a  charge  of  rotation. 

Mr.  Swift.  Well,  that  is  competition  on  the  face  of  it. 

Mr.  Veeder.  The  men  that  were  employed  by  Swift  &  Co.  will 
deny  those  propositions.  That  man  May  was  on  the  stand,  but  we 
had  no  opportunity  to  cross-examine  him  or  to  develop  the  situation. 

Mr.  Dewadt.  Then  if  he  denies  that,  that  would  be  denying  com- 
petition, wouldn't  it? 

Mr.  Veeder.  No,  that  would  be  denying  the  agreement  for  compe- 
tition, perhaps.    Swift  &  Co.  denies  the  rotation  part  of  it. 

Mr.  Dewalt.  I  understand. 

Mr.  EscH.  Now  we  have  a  very  large  dairy  output  in  our  State, 
as  you  know,  Mr.  Swift;  in  fact,  I  thmk  it  is  the  ranking  State  in 
the  Union  now  in  dairy  products. 

Mr.  Swift.  Yes,  sir. 

Mr.  EscH.  You  have  cheese  dealers  in  Wisconsin,  do  you  not? 

Mr.  Swift.  We  buy  cheese  of  the  dealers  up  there. 

Mr.  EscH.  Is  Pauly  &  Pauly  the  firm  with  whom  you  deaU  or 
Blodgett? 

Mr.  Swift.  Mr.  Chaplin  says  Pauly  &  Pauly. 

Mr.  Chapun.  We  buy  from  them  and  a  great  many  other  people 
besides. 

Mr.  EscH.  Now  is  the  price  of  cheese  fixed  in  Wisconsin,  do  you 
know? 

Mr.  Swift.  We  dicker  for  it.  It  is  by  arrangement  between  the 
seller  and  the  buyer. 

Mr.  P2scu.  It  is  fixed,  is  it  not,  by  what  we  call  the  Plymouth  Ex- 
change, Plymouth  being  the  cheese  center  up  there? 

Mr.  Swift.  I  don't  know  al)out  that.  We  have  to  go  by  the  cus- 
tomer.    I  am  not  familiar  with  the  details  of  the  cheese  business. 

Mr.  EscH.  So  vou  do  not  have  anv  cheese  factories  of  your  own  in 
the  State  ?  '     * 

Mr.  Swii-T.  We  do  not. 

Mr.  EscH.  Nor  creameries? 

Mr.  Swift.  We  do  not. 

Mr.  EscH.  Nor  condensers? 

Mr.  Swift.  Libby-McXeill  &  Libby  went  up  there,  and  they  have 
started  half  a  dozen  factories  for  condensed  milk,  as  I  understand  it — 
if  not  half  a  dozen,  several. 

Mr.  EscH.  Is  there  any  apportionment  of  territory  with  reference 
to  butter,. cheese,  and  dairy  products? 

Mr.  Swift.  There  is  not,  as  far  as  I  know. 
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Mr.  EscH.  This  report  seems  to  indicate  that  there  is  some,  and  I 
read  as  follows  from  page  145 : 

The  area  of  greatest  milk  production,  aside  from  tliose  eastern  dairy  dis- 
tricts wliicli  supply  fresli  milk  to  the  cities  and  the  cheese  producing  sections, 
is  practically  covered  by  the  creameries,  condensarles,  and  cream  buying  sta- 
tions of  the  big  packers  and  their  subsidiaries.  Fifteen  hundred  and  sixty-one 
creameries,  condenseries,  and  cream  stations  of  the  packers  were  reported  to  the 
commission ;  of  these  1,262  were  of  the  Swift  group  and  293  of  the  Armour  group. 

The  territory  covered  by  each  packer  group  is  practically  distinct.  Of  the 
1,361  locations  covered  by  packer-controlled  concerns  there  are  only  29  towns 
where  cream  buying  stations  of  two  or  more  packer  groups  are  located.  In 
25  of  the  29  towns  the  A.  S.  Kininmouth  Produce  Co.  has  stations  in  the  same 
towns  as  Swift  &  Co. 

What  have  you  to  say  with  reference  to  that  apportionment  of 
territory? 

Mr.  Swift.    It  says : 

The  territory  covered  by  each  packer  group  is  practically  distinct. 

Mr.  EscH.  Yes. 

Mr.  Swift.  That  means  that  one  packer  will  be  operating  in  one 
territory  and  another  in  another  territory. 

Mr.  EscH.  And  not  two  in  the  same  territory,  except  in  some  29 
towns  where  there  are  common  buying  stations,  cream  buying  sta- 
tions. 

Mr.  Swift.  That  shows  a  good  many  exceptions,  in  the  case  of  29. 

Mr.  EscH.  Out  of  1,561. 

Mr.  Swift.  Well,  isn't  that  natural,  that  if  a  packer  goes  to  one 
ten-itory,  another  packer  isn't  going  to  jump  into  the  same  town 
when  he  can  go  to  a  different  town  w-here  there  isn't  any  packer.  In 
other  words,  isn't  it  better  and  more  natural  that  each  one  should 
have  a  town  for  himself  than  that  they  both  pile  into  one  town,  and 
then  leave  many  towns  without  anybody  ? 

Mr.  EscH.  It  may  be  entirely  natural.  The  question  is  whether  it 
may  be  better  in  the  end. 

Mr.  Swift.  It  is  not  done  by  arrangement  on  our  part.  It  is  only 
by  business  intelligence. 

Mr.  EscH.  And  it  is  working  out. 

Mr.  EscH.  And  it  is  working  out  successfully,  is  it,  in  that  way  ? 

Mr.  Swift.  As  far  as  I  know\  I  know  that  Libby,  McNeil  & 
Libby  want  to  start  a  condensed-milk  factory.  They  are  in  the  tin- 
can  business,  and  that  is  one  of  the  main  features,  and  they  naturally 
go  and  hunt  up  a  little  town  that  is  not  occupied,  that  has  nobody 
in  it;  that  is  the. only  way  they  can  succeed;  that  is,  get  in  some 
territory  that  is  not  covered. 

Mr.  EscH.  I  take  it  the  same  practice  obtains  as  to  poultry  and 
eggs. 

Sir.  Swift.  Yes,  sir;  I  think  so.  I  find  on  page  154  this  state- 
ment [reading] : 

There  are  89  poultry  and  egg  packing  plants  and  222  buying  stations  thus 
far  identified  by  the  commission  as  being  owned  or  controlled  by  the  big 
packing  interests.  Of  these,  the  Swift  interest  owns  or  controls  52  packing 
plants  and  180  buying  stations 

Mr.  Swift.  That  is,  poultry.  , 

Mr.  EscH.  Eggs  and  poultry  [continues  reading]. 

The  Armour  interest  owns  or  controls  26  plants  and  31  buying  stations; 
Morris  interest  owns  2  plants  and  6  stations;  Cudahy,  2  plants  and  2  stations; 
Wilson,  7  plants  and  3  stations. 
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Mr.  Swift.  What  territory  is  that?    Wisconsin? 

Mr.  EscH.  Oh,  no ;  all  over  the  country,  I  take  it,  because  on  page 
155  there  is  given  a  list  of  the  Swift  interests  covering,  I  notice,  the 
States  of  Illinois,  Iowa,  and  Missouri. 

Mr.  Swift.  I  do  not  know  anything  about  that.  Certainly  it  would 
be  inadvisable  for  us  all  to  get  in  the  same  place. 

Mr.  EscH.  If  you  got  in  the  same  place,  would  competitive  con- 
ditions likely  obtain  ? 

Mr.  Swift.  I  should  think  so ;  jres,  sir. 

Mr.  EscH.  So  you  stay  apart  in  order  that  the  laws  of  competi- 
tion do  not  become  operative. 

Mr.  Swift.  I  would  not  say  that.  They  stay  apart  so  that  we  can 
get  a  supply.  If  one  packer  is  getting  a  supply  we  can  not  go 
there  and  get  it  away  from  him,  and  we  have  to  go  somewhere  where 
we  can  get  a  supply. 

Mr.  EscH.  Would  this  result,  as  to  cooperative  plans  of  farmers' 
organizations  in  their  failure  in  some  instances — and  I  do  not  say 
that  their  failure  is  due  to  the  competition  of  the  big  five;  it  may 
be  due  to  the  ignorance  of  the  packing  business  or  to  the  location, 
or  things  of  that  kind,  and  the  further  fact  that  like  this  Madison 
plant,  some  one  claims  they  are  being  driven  out  of  business  because 
of  rotation.  Would  not  that  be  another  reason  why  there  is  this 
feeling  on  the  part  of  the  producer  against  the  packer? 

Mr.  Swift.  I  think  it  might  be ;  yes. 

Mr.  EscH.  If  so,  it  would  be  desirable  that  the  truth  be  found  and 
made  known. 

Mr.  Swift.  Yes.  Evidently  Mr.  May  seems  to  know  all  about 
everybody  else's  business — he  seems  to  know  all  about  how  they 
manage,  according  to  the  way  he  says,  and,  in  my  opinion,  he  has 
made  a  mistake,  and  he  ought  not  to  circulate  that  sort  of  wronp 
information. 

Mr.  EscH.  The  Director  General  has  ordered  the  construction  of 
100,000  cars,  and  during  last  year  I  think  there  were  only  14,000  of 
that  number  that  were  put  into  service.  Do  you  know  whether  in 
that  100,000  cars  there  were  any  refrigerator  cars  ordered? 

Mr.  Swift.  There  were  some  of  them  refrigerator  care;  I  know 
that.    I  do  not  know  how  many. 

Mr.  EscH.  There  were  some  ordered  and  have  some  been  put  into 
service  out  of  the  100,000? 

Mr.  Swift.  Some  of  tho?e  were  refrigerator  cars,  but  I  have  not 
got  the  details. 

Mr.  EscH.  Evidently  the  addition  to  the  existing  supply  was  not 
so  material  as  to  affect  the  conditions? 

Mr.  Swift.  There  has  not  been  enough  put  in  to  relieve  it, 

Mr.  Escn.  Does  the  State  of  Illinois  prescribe  a  State  inspection 
of  meats  ? 

Mr.  Swift.  The  State  of  Illinois  does  not,  as  I  understand  it,  but 
the  different  cities — the  city  of  Chicago  has  an  inspection  of  their 
own,  and  other  cities  in  Illinois,  as  far  as  I  know,  have  a  local  in- 
spection of  their  own. 

Mr.  Escii.  Many  States  liave  got  a  meat  inspection  law ! 

Mr.  Swift.  So  far  as  the  States  are  concerned  i 

Mr.  Escn.  Yes. 

Mr.  Swift.  A  great  many  have  not. 
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Mr.  EscH.  And  many  municipalities  have  not  ordinances  with 
reference  to  slaughtering  within  their  boundaries. 

Mr.  Swift.  A  great  many  of  them  have  not  any  ordinances  and  a 
great  many  of  them  do  not  enforce  what  they  do  have. 

Mr.  EscH.  I  am  leading  up  to  this  question:  You  receive  meat 
inspection  by  the  Federal  authorities? 

Mr.  Swift.  Absolutely. 

Mr.  EscH.  I  think  that  costs  us  about  $3,000,000  a  year  to  the 
Federal  Government.  Has  the  installation  of  Federal  inspection  of 
meat  increased  your  costs? 

Mr.  Swift.  It  has. 

Mr.  EscH.  Materially? 

Mr.  Swift.  $2,000,000  a  year  loss  on  meat  condemned. 

Mr.  EscH.  That  is  for  your  firm  alone? 

Mr.  Swift.  Yes,  sir. 

Mr.  EscH.  While  the  smaller  packer,  who  does  not  do  an  inter- 
state business,  would  not  be  subjected  to  that  charge  or  cost? 

Mn  Swift.  That  is  right.  Our  live-stock  buyer  when  he  goes  down 
in  the  stockyards  to  buy  cattle  has  to  buy  these  cattle  subject  to  the 
Government  man  who  is  there,  and  he  looks  over  these  cattle  and  he 
may  say,  "There  is  one  bullock  I  will  not  allow  you  to  kill.  I  will 
not  allow  Swift  &  Co.  to  kill  that  bullock."  We  will  throw  that 
bullock  out  and  will  not  buy  him,  while  a  butcher  or  small  dealer, 
who  does  not  have  Government  inspection,  will  buy  that  bullock  and 
sell  him. 

And  then,  again,  we  have  an  additional  inspection  at  the  packing 
house  that  we  call  "  post  mortem,"  and  what  they  do  not  catch  one 
way  they  catch  another,  and  we  are  satisfied  with  that.  We  do  not 
call  it  especially  a  hardship ;  we  believe  it  is  necessary  protection  and 
all  right  and  advisable,  but  I  am  merely  mentioning  these  circum- 
stances to  show  you  the  discrimination  between  the  two  points. 

And  I  would  also  say  that  people  who  buy  meat  that  has  the  Gov- 
ernment inspection  have  a  great  many  precautions  thrown  about 
the  meat  than  there  is  under  any  other  mspection. 

Mr.  EscH.  I  think  that  is  all,  Mr.  Chairman. 

The  Chairman.  Mr.  Swift,  I  hope  I  will  not  be  very  long,  as 
nearly  every  imaginable  question  has  been  asked  you  throwing  light 
on  the  business.  I  understood  you  to  say  that  your  refrigerator  cars 
or  beef  cars  are  operated  at  a  loss  ? 

Mr.  Swift.  Yes,  sir. 

The  Chairman.  Your  fiscal  year  comes  up  to  the  2d  of  November, 
does  it  not? 

Mr.  Swift.  Yes,  sir. 

The  Chairman.  Can  you  give  an  estimate  of  what  your  loss  was 
up  to  that  time  last  year — losses  in  operating  refrigerator  cars  or 
beef  cars? 

Mr.  Swift.  About  $400,000. 

The  Chairman.  I  understood  you  also,  Mr.  Swift,  to  say  that  it  is 
absolutely  necessary  for  you  to  have  these  refrigerator  cars  and 
beef  cars  in  order  to  properly  serve  your  customers,  to  properly 
market  your  food  products? 

Mr.  Swift.  Yes,  sir.  It  is  about  as  necessary  to  have  the  cars  as 
it  is  to  have  the  beef  that  is  in  them. 
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The  Chairman.  In  other  words,  then,  it  is  an  essential  service! 

Mr.  Swift.  Yes,  sir. 

The  Chairman.  I  understood  you  to  say  that  one  reason  why  these 
cars  ought  not  to  be  turned  over  to  the  railroads  is  that  they  do  not 
keep  them  sanitary  like  you  do? 

Mr.  Sw^iFT.  That  is  one  of  the  reasons ;  and  they  do  not  keep  them 
repaired  up  to  100  per  cent. 

The  Chairman.  They  do  not  keep  them  in  as  perfect  a  state  of 
physical  repair  as  you  do,  and  therefore  delayed  service  might  result  ? 

Mr.  Swift.  That  is  right. 

The  Chairman.  And  another  is  that  they  are  not  kept  in  such  a 
sanitary  condition  as  you  keep  youi's? 

Mr.  ^wiFT.  Certainly. 

The  Chairman.  Mr.  Swift,  is  it  not  a  fact  that  the  public  must 
reach  the  conclusion  that  if  fresh  meats  were  shipped  in  insanitary 
cars  that  it.  would  have  a  very  disturbing  and  damaging  effect  upon 
the  meat  industry,  in  so  far  as  it  was  handled  in  insanitary  can»? 

Mr.  SwiFT.  Yes,  sir.  I  want  to  be  understood — I  do  not  sav  that 
the  cars  might  be  insanitary  to  the  extent  that  it  would  affect  a  per- 
son's  health.  I  simply  said  the  cars  would  not  be  as  clean.  As 
to  how  far  that  goes,  I  am  not  prepared  to  say. 

The  Chairman.  I  understood  you  to  say  "  insanitary." 

Mr.  Swift.  Unclean. 

The  Chairman.  You  mean  the  same  thing? 

Mr.  Sw^iFT.  Yes. 

The  Chairman.  An  unclean  car  is  not  in  a  sanitary  condition,  i.>  it  ? 

Mr.  Swift.  Certainly  not. 

The  Chairman.  Then,  if  the  public  thought  they  were  receiving 
their  meat  in  unclean  cars  it  would  not  be  regarded  as  a  satisfactory 
service  ? 

Mr.  Swift.  That  is  right. 

The  Chairman.  Furthermore,  would  not  insanitar}-  or  uncli^an 
conditions  have  a  tendency  to  affect  the  health  of  the  public  or  such 
portion  of  it  as  would  eat  the  meat  coming  from  such  unclean  cars! 

Mr.  Swift.  It  m^ht. 

The  Chairman.  It  might  do  it. 

Mr.  Swift.  Yes,  sir. 

The  Chairman.  Therefore,  if  there  is  a  service,  by  private  cars  or 
otherwise,  that  are  kept  sanitary  and  clean — an.d  that  is  well  known — 
then  the  public  will,  of  course,  demand  that  such  service  be  given  to 
them  by  all  dealers  and  manufacturers  of  meat,  if  it  was  ptssilile 
to  do  so?     I  think  that  follows,  naturally. 

Mr.  Swift.  Yes,  sir. 

The  Chairman.  Then,  Mr.  Swift,  I  am  taking  vour  statement — ami 
that  of  Mr.  Armour  corroborates  it — as  being  absoTutely  true  about 
the  heavy  losses  you  sustained  in  providing  yourselves  with  sanitary 
and  clean  cars  and  keeping  them  in  good  physical  condition  so  a^  to 
perform  the  functions  they  are  intended  to  perfonn? 

Mr.  Swift.  Yes. 

The  Chairman.  The  question  with  me  is,  can  persons  or  companies 
less  able  to  stand  a  loss  than  you  and  Mr.  Armour  or  such  other 
packers  as  use  these  cars,  economically  provide  themselvas  with  such 
service  as  you  have  ?     I  do  not  want  to  say  "  independent  packers,*" 
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because  I  understood  from  your  statement  and  that  of  Mr.  Armour 
that  they  are  all  independent,  and  "  independent "  is  not  descrip- 
tive— that  you  are  all  competitors. 

Mr.  Swiff.  Yes,  sir. 

The  Chairman.  And  I  say,  would  it  be  possible  or  probable  that 
these  weaker  concerns  that  have  not  these  c£<rs,  that  can  not  supply 
themselves  with  such  cars  and  operate  them  as  you  do,  and  commer- 
cially compete  with  you 

Mr.  Swift.  I  think  it  could  be  done ;  I  think  it  is  possible  and  prac- 
ticable. 

The  Chairman.  I  do  not  mean  they  could  not  do  it,  but  can  they 
do  it  and  then  compete  commercially  with  you  in  the  same  markets? 

Mr.  Swift.  I  think  they  could.  In  the  first  place,  there  are  a 
great  many  of  these  small  pakers  who  do  not  want  cars.  They  did 
have  some  cars  and  they  sold  them.  They  can  get  along  better  with- 
out them.     There  are  a  great  many  in  that  class. 

The  Chairman.  Do  they  ship  in  these  sanitary  and  clean  cars  of 
yours  ? 

Mr.  Swm-.  We  quite  often  loan  them,  on  request ;  yes,  sir. 

The  Chairman.  Do  you  mean  that  you  loan  or  lease  or  rent  to 
them  ?  That  you  would  let  them  have  them  without  compensation ; 
your  competitors? 

Mr.  Swift.  You  see,  the  compensation  that  we  get  is  in  mileage  of 
the  car,  and  the  mileage  comes  to  the  same  money  whether  it  is  loaded 
with  our  product  or  whether  it  is  loaded  with  a  competitor's  product. 

The  Chairman.  You  £^re  paid  by  the  railroad  companies. 

Mr.  Swift.  A  mileage. 

The  Chairman.  A  mileage  on  the  miles  that  the  cars  run? 

Mr.  Swift.  Yes,  sir. 

The  Chairman.  And  therefore,  if  you  do  not  need  a  car  to  move 
your  own  business,  and  you  let  a  competitor  have  the  use  of  it,  you 
get  a  rental,  so  it  is  not  a  loan  in  the  sense  of  a  free  gift  to  the  com- 
petitor; it  is  profitable  to  you  to  loan  it? 

Mr.  Swift.  Yes,  sir.  If  we  have  many  cars  to  spare  or  any  idle 
oars,  our  railroad  department  would  get  very  busy  to  get  somebody 
to  operate  those  cars,  no  matter  whether  it  is  a  competitor  or  a  friend. 
We  must  keep  our  cars  rolling  or  we  suffer  serious  loss. 

The  Chairman.  But  during  which  time  it  is  bringing  you  in  a 
revenue? 

Mr.  Swift.  Yes,  sir. 

The  Chairman.  When  we  speak  of  "loaning" — outside  of  loan- 
•  ing  money — for  instance,  if  I  loan  a  man  an  umbrella  I  do  not  ex- 
pect him  to  pay  for  it — 1  am  only  bringing  this  down  to  loaning 
the  use  of  the  car  to  a  competitor. 

Mr.  Veeder.  The  mileage  is  paid  by  the  railroad  company. 

The  Chairman.  I  know,  but  the  owner  of  the  car  gets  it.  So 
that  a  company  not  owning  these  cars  does  not  get  the  service  of 
them  except  when  it  is  profitable  to  you  to  let  that  company  have 
them.  In  other  words,  if  you  do  not  let  them  have  the  cars,  you 
would  lose  this  money  that  you  get  by  letting  them  have  them. 

Mr,  Swipr.  Perhaps  so. 

The  Chairman.  Is  there  any  doubt  about  it? 

Mr.  Swift.  No,  sir;  that  is  correct. 
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The  Chairman.  You  do  not  loan  those  cars,  you  do  not  loan  i-ars 
at  a  time  that  you  need  them'  for  your  own  service,  or  own  use, 
do  you  ? 

Mr.  Swift.  Sometimes  we  do ;  yes.  If  certain  people  say,  "  Please 
let  me  have  a  couple  of  cars  or  a  half  dozen  cars,"  we  oftentimes  let 
'  them  have  them  when  we  would  rather  have  them  ourselves. 

The  Chairman.  I  understood  you  to  say  vesterday,  in  a  general 
wa3^  that  the  five  packers  did  not  haVe  enougn  cars. 

Mr.  Swift.  No. 

The  Chairman.  And  that  the  country  did  not  have  enough,  and 
therefore  when  you  do  not  use  them,  when  you  can  use  them,  it 
seems  that  it  is  a  kind  of  a  contradictory  statement,  when  you  say 
you  have  not  enough. 

Mr.  Swift.  Oh,  no.  That  is  true,  we  use  our  own  cars  first — we 
have  the  preference  on  them,  but  I  say  there  are  exceptions.  We 
might  in  an  extreme  exLcption  let  a  man  have  a  few  cars  even  though 
we  needed  them  ourselves. 

The  Chairman.  That  is  the  exception  and  not  the  general  rulef 

Mr.  SwiBT.  That  is  right. 

The  Chairman.  I  want  to  ask  you,  further,  Mr.  Swift,  as  to  the 
by-products.  I  do  not  want  to  go  into  detail^  but  in  a  general  way, 
is  it  not  an  economic  advantage  to  the  busmess — ^the  grower,  tht* 
producer,  the  packer,  and  everyone  else — to  get  all  the  commercial 
value  thei-e  is  in  an  animal  out  of  it? 

Mr.  Swift.  Certainly. 

The  Chairman.  Use  it  to  its  highest  commercial  possibility  ? 

Mr.  Swii-T.  Certainly. 

The  Chairman.  These  byrproducts,  as  I  understand  them,  are 
all  useful  and  valuable  that  have  been  obtained  from  the  slaughtered 
animal  outside  of  and  above  the  use  of  them  for  edible  food;  is  that 
not  true? 

Mr.  Swift.  Most  all  of  them. 

The  Chairman.  I  understood  Mr.  Armour  the  other  day  to  make 
a  statement  that  there  are  c^Ttain  of  these  by-product  values  that 
can  not  bo  utilized  at  all  except  where  there  is  a  very  large  volume 
of  slaughtering  or  killing  of  a  very  large  number  of  cattle. 

Mr.  Swift.  That  is  right. 

The  Chairman.  If  there  were  not  such  a  packer  as  that,  then  thai 
item,  whatever  it  was — I  do  not  know  how  miportant  it  was — woul«l 
be  lost  to  the  public? 

Mr.  Swift.  Yes,  sir. 

The  Chairman.  Is  it  not  really  good  policy  to  have  the  animal 
slaughtered  in  such  a  way  as  to  nuike  the  highest  and  fullest  use  of 
all  by-product  possibilities? 

Mr.  Swii-T.  I  should  think  so. 

The  Chairman.  The  earnings,  the  profits,  coming  from  these  by- 
products are  as  valuable  as  the  meat  profit  you  get  out  of  the  edil>le 
portion  of  the  nninuil — I  do  not  mean  per  pound,  but  I  mean,  do 
you  not  make  the  same  percentage  of  profits  if  you  manufacture  any 
of  those  by-products,  that  you  get  out  of  the  same  amount  of  capital 
used  in  preparing  the  fresh  meats,  as  a  rule? 

Mr.  Swii-T.  That  is  pretty  hard  to  answer. 
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The  Chairman.  I  only  mean  in  a  general  way.  I  suppose  that 
some  of  the  income  of  large  companies  like  yours  is  from  these  by- 
products— ^I  mean  a  profitable  income,  is  not  that  true? 

Mr.  Swift.  Yes,  sir. 

The  Chairman.  That  any  packing  company  that  has  not  the 
capacity  to  utilize  all  the  by-products  of  the  animals  he  packs  is  not 
operating  his  packing  facilities  so  as  to  give  the  public  the  full  and 
entire  benefits  of  all  that  is  contained  in  the  animal  by  way  of  by- 
products, and  that  has  not  and  can  not  possibly  realize  as  much 
profit  out  of  the  same  nuiuber  of  animals  slaughtered  and  packed 
as  one  like  yours  or  Mr.  Armour's,  that  is  large  enough  to  do  all  of 
this  by-product  business,  is  not  that  in  a  general  way  true? 

Mr.  Swift.  Likely. 

The  Chairman.  So  that  if  we  had  no  packer  in  the  country  large 
enough  to  justify  him  in  putting  in  by-product  machinery,  then  the 
by-products  would  be  lost  entirely  to  the  country,  to  the  industry, 
unless  the  by-product  value  could  be  realized  by  some  independent 
company — I  mean  not  associated  with  the  packers — that  would  pur- 
chase the  materials  coming  from  the  slaughtered  animals  and  manu- 
facturing them  into  by-products ;  is  such  a  thing  as  that  practicable 
or  feasible,  and  could  that  be  done? 

Mr.  Swift.  To  have  other  by-product  companies  handle  the 
products  ? 

The  Chairman.  Yes. 

Mr.  Swift.  No  ;  you  can  not  do  that. 

The  Chair3Ian.  Can  not  do  it? 

Mr.  Swift.  It  is  a  matter  of  transportation. 
•  The  Chairman.  They  could  do  it  as  to  hides,  could  they  not? 
They  could  manufacture  hides? 

Mr.  Swift.  For  hides  they  could,  but  not  for  others. 

The  Chairman.  But  many  of  these  things  would  nominally  be 
lost? 

Mr.  Swift.  Yes. 

The  Chairman.  Therefore,  looking  at  it  in  the  largest  and  broadest 
way,  it  is  to  the  public  interest  to  get  all  of  the  by-products  that  are 
in  the  animal  without  at  the  same  time  losing  any  of  the  value  and 
the  use  of  the  animal  as  an  edible  product;  is  not  that  true? 

Mr.  Swift.  Yes. 

The  Chairman.  I  suppose  the  five  large  companies  have  the 
capacity  to  do  these  things,  to  realize  all  oi  these  by-product  values 
which  the  country  ought  to  have,  and  which  ought  to  be  realized; 
is  that  in  substance  correct? 

yir.  Swift.  Yes,  sir. 

The  Chairman.  And  that  they  are  remunerated,  but  is  it  possible 
for  those  small  packers  all  over  the  country  to  so  increase  their  plants 
and  facilities  as  to  secure  the  by-products'  values  from  the  slaugh- 
tered animals  that  are  being  secured  bv  the  five  large  packers  ?  I  say, 
is  it  possible  for  all  of  them  to  do  so? 

Mr.  Swift.  They  have  the  handicap  that  you  mention;  they  have 
some  slight  advantages  that  would  help  equalize  the  situation. 

The  CiiAiRMAN.  They  have  some.  But  is  there  any  way  to  oper- 
ate those  small  packing  concerns  in  competition  with  the  large  ones 
that  are,  as  I  think,  rendering  a  valuable  service  to  the  country  .and 
the  world  in  realizing  these  by-product  values  to  the  fullest  extent — 
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without  the  advantage  of  being  able  to  manufacture  by-products  and 
reasonable  revenues  and  profits  ?  Is  it  possible  for  them  to  compete 
with  the  five  large  companies  in  the  packing  business  by  and  large  i 

Mr.  Swift.  Some  of  those  small  companies  are  very  successful, 
indeed. 

The  Chairman.  I  mean,  supposing  there  is  a  fight  between  thejn. 
that  there  is  a  real  struggle  for  existence  between  the  large  packers 
and  the  small  packers,  the  large  packers  having  these  advantage> — 
and  this,  as  I  sa}',  I  admit  freely,  as  I  think  it  has  been  admitted  by 
the  world  in  commerce — that  ought  to  be  maintained.  But  is  it  p<w5- 
sible  for  the  small  packers  who  nave  not  these  advantages,  and  who 
can  not  obtain  them  in  the  very  nature  of  things,  in  strong  competi- 
tive conditions,  is  it  possible  for  them  to  compete  with  these  great 
combinations  of  capital  in  the  packing  business  who  do  have  the  Ta<-il- 
ities — I  am  not  saying  that  is  unlawful,  illegal,  or  immoral — but  i< 
it  possible  for  them  to  do  so? 

Mr.  Swift.  They  are  competing;  there  are  a  great  many  of  them 
in  existence  and  a  great  many  very  successful  ones. 

The  Chairman.  But  isn't  there  a  struggle,  is  it  not  a  fight  for  life 
and  death  between  the  small  ones?  I  understand  they  are  working 
very  harmoniously.  I  do  not  mean  by  agreement  or  violating  the 
Sherman  law,  but  that  there  is  not  a  condition  of  war  between  them ; 
I  think  that  is  your  own  position  ? 

Mr.  Swift.  There  is  active  competition,  so  far  as  I  know. 

The  Chairman.  Bui  it  is  not  trying  out  to  the  extent  that  they 
are  being  exterminated? 

Mr.  Swift.  There  have  none  of  them  been  exterminated  that  are 
now  in  existence.     [Laughter.] 

The  Chairman.  1  suppose  not.  I  am  only  talking  about  the  gen- 
eral possibilities. 

Mr.  Swift.  All  I  can  say  is  that  it  has  been  a  matter  of  a  great 
many  years,  and  it  has  developed  the  fact  that  there  is  a  certain  per- 
centage of  the  business  that  can  be  done  by  the  small  packers  suc- 
cessfully. You  have  had  people  come  here  before  you  who  have  been 
very  successful. 

The  Chairman.  We  have  had  a  number  of  packers  verj^  much  op- 
posed to  this  bill,  called  "  independent,"  but  no  more  independent 
than  you  are.  Is  it  not  perfectly  natural  that  they  would  want  to  be 
f riendlv  with  gentlemen  who  could  crush  them  ? 

Mr.  Swifi\  1  do  not  know.  When  you  find  he  makes  a  profit  right 
along,  and  his  bank  account  keeps  increasing,  then  you  see  that  he 
has  got  a  successful  business,  and  that  is  tlie  condition  of  a  great 
many  small  packers. 

The  Chairman.  Do  you  produce  compound  lard? 

Mr.  Swii*T.  Yes,  sir. 

The  Chair^i AN.  That  does  not  naturally  follow — in  other  wonl? — 
that  is  not  a  product  of  the  slaughtered  animal  ? 

Mr.  Swift.  It  used  to  be.  When  we  first  manufactured  compound 
lard  wo  had  to  use  about  25  per  cent  of  oleo  sterine ;  that  was  neces- 
sary. We  have  been  making  compound  lard  to  make  tallow  fn>m 
oleo  sterine.  Since  then  that  has  been  gradually  eliminated,  until 
there  is  not  much  used  now.  But  our  trade  demands  compound 
lai'd  and  we  have  to  carry  it.    We  have  to  make  it  to  fill  our  oruers. 
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The  Chairman.  You  are  in  the  business,  and  you  can  not  quit  mak- 
ing it? 

Mr.  Swift.  That  is  right. 

The  Chairman.  But  could  not  compound  lard  and  cottonseed  oil 
be  manufactured  by  all  the  packers  just  as  well  as  anybody^ 

Mr.  Swift.  They  can  not. 

The  Chairman.  Then  they  essentially  belong  to  the  packing  busi- 
ness? 

Mr.  St\^ft.  We  have  our  selling  arrangements  and  our  salesmen 
and  everything  for  selling  lard.  If  the  people  do  not  want  to  buy 
lard  and  want  to  buy  compound,  we  have  one  in  competition  to  the 
other,  and  we  sell  them  compound  lard,  and  that  does  not  increase 
our  selling  expenses  any. 

The  Chairman.  Could  not  the  manufacturer  of  compound  lard,  as 
such,  not  connected  with  the  packing  business,  also  carry  the  lard 
produced  by  the  nianufacturer  of  animals  for  his  sales  and  sell  it 
just  like  you  do? 

Mr.  Swift.  There  are  a  good  many  other  outside  compound  lard 
manufacturers.  It  comes  to  a  very  big  percentage  of  the  whole.  I 
should  think  that  50  per  cent  for  a  rough  guess  of  the  compound 
manufactured  is  manufactured  by  others  than  packers.  I  do  not 
think  the  packers  do  over  50  per  cent  of  it,  but  it  is  quite  a  necessary 
adjunct  to  their  business. 

The  Chairman.  But  it  does  not  come  naturally  from  the  use  of  the 
animal ;  you  can  get  the  value  of  the  animal  and  all  its  by-products. 

Mr.  Swift.  They  have  to  buy  cotton  seed  oil  to  make  the  soap; 
that  is  necessary. 

The  Chairman.  Do  they  have  to  make  soap? 

Mr.  Swift.  Yes;  absolutely. 

The  Chairman.  In  order  to  use  some  of  the  animal  by-products  to 
its  highest  economical  value  ? 

Mr.  Swift.  Yes,  sir. 

The  Chairman.  And  you  do  not  want  to  limit  your  soap  manufac- 
turer to  the  extent  of  using  your  by-products  from  the  animal  that 
can  be  used? 

Mr.  Swift.  You  can  not  make  soap  and  compete  with  it  on  the 
market  unless  you  go  and  buy  cottonseed  oil  and  put  in  the  cheaper 
grades ;  you  have  to  have  cottonseed  oil  to  run  a  soap  factory. 

The  Chairman.  Is  it  not  a  fact  that  the  larger  packers,  or  some  of 
them,  either  through  themselves  or  their  subsidiary  companies,  own 
and  operate  cottonseed  oil  mills? 

Mr.  SwiBT.  Yes,  sir ;  that  is  a  means  they  have  of  getting  this  cot- 
tonseed oil. 

The  Chairman.  Could  they  not  get  it  without  that? 

Mr.  Swift.  Not  to  the  same  advantage. 

The  Chairman.  Are  there  not  some  subsididary  companies  owning 
and  operating  cotton  gins? 

Mr.  Swift.  That  is  part  of  the  cottonseed  oil  mill. 

The  Chairman.  The  cottonseed  oil  business,  including  the  owner- 
ship of  cottonseed  oil  mills  and  cotton  gins,  all  ties  in  together  with 
your  use  of  the  cotton  oil  for  compound  lard  and  soap-making  pur- 
poses? 

Mr.  Swift.  Yes,  sir. 
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^  The  Chairman.  If  you  could  use  the  cottonseed  oil  mills  and  cotton 
gins  for  commercial  purposes  that  are  perfectly  germane  and  realh' 
a  part  of  the  operation  of  cottonseed  oil  mills  or  cotton  gins,  is  that 
not  perfectly  legitimate  and  would  it  not  be  good  economy  to  do  so  f 

Mr.  SwuT.  What  would  you  do  with  it  if  you  did  not  use  cotton- 
seed oil  for  soap  and  compounds? 

The  Chairman.  You  buy  gins  for  the  purpose  of  getting  thi» 
cotton  seed  for  the  purpose  of  using  them  in  cotton-ofl  mills  for 
the  purpose  of  securmg  the  oil  to  be  used  in  the  numufacture  of 
soap  and  compound  lard  ? 

Mr.  Swift.  Yes,  sir. 

The  Chairman.  Then  cotton  seed,  at  the  present  time,  is  a  by- 
jjroduct  of  cotton,  and  the  seed  does  not  cost  the  farmer  1  cent  to 
produce,  because  he  can  not  produce  the  fiber  without  producing 
the  seed  ? 

Mr.  Swift.  Does  the  farmer  adjiiit  that,  that  the  seed  does  not  co^t 
him  anything  to  produce  ? 

The  Chair^ian.  Not  as  to  cultivation.  There  is  two-thirds  soihI 
and  one-third  lint  in  weight,  as  a  rule.  It  costs  something  to  ship 
cotton  in  the  seed,  but  in  order  to  buy  the  cotton  seed  for  a  gin  you 
have  got  to  buv  the  cotton  fiber;  is  not  that  true? 

Mr.  Swift.  No,  sir ;  we  do  not  own  any  farm  or  cotton. 

The  Chairman.  You  will  buy  cotton  if  you  own  a  gin.  How  do 
5'^ou  get  your  cotton  to  gin  if  you  dp  not  buy  it  ? 

Mr.  SwitT.  We  gin  it  for  the  account  o:^  the  farmers.  The  cotton 
is  his  and  the  seed  is  ours,  and  we  adjust  the  value. 

The* Chairman.  You  gin  it  for  the  farmer? 

Mr.  Swift.  Yes. 

The  Chairman.  And  you  do  not  buy  the  seed  cotton? 

Mr.  Swift.  No. 

The  Chairman.  I  know  any  number  of  cotton  gins  in  my  country 
that  do  so — I  mean,  the  owners  of  the  gins  will  buy  the  cotton  in 
the  seed.  But  anyway,  in  the  handling  of  the  cotton  fiber,  thi* 
fiber  goes  through  your  gin,  and  so  far  the  cotton  seed  is  a  bj'- 
product. 

But  why  could  you  not  legitimately  and  commercially,  morally 
and  every  other  way,  deal  in  the  lint  as  well  as  the  seed?  Wliy 
could  you  not  buy  it  and  sell  it  and  manufacture  it,  and  could  you 
not  fcJllow  it  right  on  down  to  the  retail  distribution  of.  cotton 
cloth? 

Mr.  Swift.  That  is  a  different  thing;  that  is  the  dry  goods  busi- 
ness ;  that  is  not  the  packing  business. 

The  Chairman.  Any  sort  of  business — you  follow  it  right  alonsr. 
and  if  you  can  do  it  better  than  anybody  else  then  you  ought  to 
have  the  right  to  do  it. 

Mr.  Swift.  I  do  not  think  so ;  I  do  not  think  that  is-  the  packing 
business. 

The  Chairman.  Why  not? 

Mr.  Swift.  We  do  liot  want  to  do  it ;  in  other  words,  it  is  not  to 
our  advantage. 

The  Chairman.  In  other  words,  it  is  not  inviting  at  present  ? 

Mr.  Swift.  That  is  right. 

The  Chairman.  It  might  happen  that  the  cotton  seed  would  he- 
come  the  chief  value  in  cotton;  m  otber  words,  the  by-products  value 
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might  be  so  increased  as  to  become  the  chief  value?  The  by-products 
value  of  meats  might  in  time  reach  the  point  when  the  meat  itself, 
the  profits  in  the  meat  that  is  eaten  by  the  people,  would  become 
the  oy-product  in  conmiercial  value?  What  1  would  call  vour 
attention  to,  Mr.  Swift,  is  the  tendency  of  linking  up  all  kinds  of 
business  just  simply  because  one  organization  can  do  that  business, 
perhaps,  as  well  or  better  than  any  other. 

Let  us  get  back  to  the  transaction  question,  because  I  believe  all 
those  w}io  appeared  before  admitted  that  the  railroad  transportation 
is  something  we  can  regulate.  But  you  say  that  the  railroads  can  not 
operate  these  refrigerator  cars  so  as  to  keep  them  clean  and  sanitary 
and  give  expeditious  service,  and  have^them  open  and  free  to  every- 
body alike. 

Mr.  Swift.  They  can  not  equal  the  present  efficiency. 

The  Chairman.  Could  not  your  operating  force  take  the  same  cars 
and  operate  them  on  the  railroads  exactly  the  same  way  they  do  for 
you — I  am  not  saying  they  will — ^but  could  they  not  operate  them 
exactly  the  same  way  they  do  for  you  ? 

Mr.  Swift.  They  would  not  be  our  operating  force  any  more  when 
they  went  to  work  for  the  railroads. 

The  Chairman.  Could  they  not  perform  the  service  just  as  well 
for  the  transportation  company  as  they  can  for  you — is  it  not  a 
transportation  service? 

Mr.  Swift.  Well,  it  would  not  work  out  that  way. 

The  Chairman.  But  you  do  not  answer  me  whether  they  could  do 
it  or  not.  Of  course,  if  they  would  not  do  it,  that  would  be  just  as 
damaging  as  if  they  could  not.  But  can  they  not  do  it  as  a  part  of 
the  transportation  service? 

Mr.  Swift.  They  can  not  do  it.  At  present  those  men  who  look 
after  the  running  of  these  cars,  control  the  loading,  and  can  get 
them  loaded  and  unloaded  quickly,  and  they  could  see  that  there 
was  no  more  delay  in  the  service  than  would  be  necessary.  You 
see,  they  control  the  loads  now,  being  Swift  &  Co.'s  men.  When 
that  is  taken  awav  from  them,  and  it  is  put  over  to  the  railroads,  that 
would  cause  a  dinerent  control,  and  they  have  not  the  same  authority 
and  the  same  efficiency  over  them  any  more. 

The  Chairman.  Could  not  the  railroads  employ  these  men  and 
perform  the  service,  and  would  they  not  have  all  the  authority  over 
them  that  you  have  as  an  employer  ? 

Mr.  Swift.  There  would  not  be  the  same  incentive  to  give  service 
as  there  is  now. 

The  Chairman.  If  they  got  just  as  good  wages,  why  could  there 
not  be? 

Mr.  Swift.  You  would  find  the  shippers  would  be  using  the  cars 
for  storage  on  side  tracks  and  everythmg  else. 

The  Chairman.  I  am  not  talking  about  what  they  will  do,  or  some- 
thing of  that  sort.  I  am  talking  about  what  they  can  do.  According 
to  your  admission,  Mr.  Swift,  just  as  long  as  tnese  refrigerator  and 
meat  cars  are  owned  by  the  packing  companies  they  must  be  operated 
at  a  very  considerable  loss,  because  here  is  $800,000  by  two  of  you 
last  year — according  to  your  own  statement,  and  I  am  not  questioning 
thatr— you  are  operating  below  cost  and  at  a  loss.  Of  course,  a  rail- 
road company  could  not  be  forced  to  operate  the  cars  at  a  loss,  and 
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ought  not  to  be.     But  it  makes  it  impossible  for  anybody  else  to 
operate  them  without  loss. 

Mr.  Swift.  They  would  probably  put  the  freight  up  as  soon  as, 
they  got  them  and  they  would  pay  that  way. 

The  Chairman.  Then  the  service  could  be  performed? 

Mr.  Swift.  No,  sir;  the  only  thing  that  would  be  performed 
would  be  the  rates  would  advance. 

The  Chairman.  So  there  is  no  possibility,  according  to  your  judg- 
ment, of  having  clean,  sanitarv  cars  for  the  carrj4ng  of  refrigerator 
products  of  fresh  meat  in  such  a  way  as  that  even  a  railroad  could 
not  come  out  even  on  it? 

Mr.  Swift.  I  do  not  think  so.  The  Interstate  Commerce  Commis- 
sion have  gone  on  record  as  saying  that  the  packer  ownership  of 
refrigerator  cars  is  the  most  economical  solution  of  the  whole  thing. 

The  Chairman.  I  know  they  have;  as  you  read  it? 

Mr.  Swift.  Yes. 

The  Chairman.  I  suppose  they  refer  to  the  facts  that  are  now 
being  demonstrated;  but  the  fact,  Mr.  Swift,  that  the  owners  of 
private  cars  get  on  an  average  a  movement  of  84  miles  per  day  for 
such  cars,  of  which  you  have  the  exclusive  right  to  control,  and  do 
control,*  and  that  they  only  carry  upon  an  average  the  refrigerator 
cars  that  other  people  must  patronize  46  miles  per  day  on  an  average. 
who  can  afford  to  patronize  that  kind  of  a  movement  in  competition 
with  almost  twice  the  average  movement.  For  some  reason,  I  do  not 
know  what  it  is,  there  may  be  a  perfectly  natural  reason  for  it  and  one 
that  can  not  be  avoided,  but  I  can  not  see  how  the  railroads  are  other- 
wise than  rendering  you  a  discriminating,  favorable  service. 

Mr.  Swift.  If  the  railroads  took  over  the  packers'  care,  would  not 
that  tend  to  bring  the  mileage  down  to  46  miles? 

The  Chairman.  No  ;  I  think  84  miles  would  perhaps  be  reduced, 
but  the  46  miles  would  be  increased,  and  the  general  average  of  serv- 
ice would  be  just  as  it  is  now — not  the  highest,  not  the  very  best 
service. 

I  do  not  understand  that  you  gentlemen  object  to  stockyards  beinr 
turned  into  riailroad-owned  yards  or  municipally  owned  yards.  All 
you  want  is  that  the  movement  and  shipment  and  the  marketing 
shall  be  established;  is  not  that  correct? 

Mr.  Swift.  That  is  right. 

The  Chairman.  I  suppose  you  admit,  then,  that  at  least  in  part 
the  stockyards  is  in  the  nature  of  a  terminal  facility  for  transporta- 
tion purposes,  that  if  the  stockyards  were  not  owned  privately,  the 
railroads  in  performing  the  services  would  necessarily  have  to  own 
some  of  the  terminal  facilities;  that  is,  stockyards.  I  do  not  mean 
they  would  have  to  have  market  facilities,  but  to* the  extent  of  load- 
ing and  unloading,  feeding  and  watering  the  cattle,  the  railroads 
would  have  it  to  do;  is  not  that  so,  in  order  to  move  transportation i 

Mr.  Swift.  If  they  did  not  patronize  the  present  stockyards  they 
would  have  to  have  stockyards  of  their  own. 

The  Chairman.  Yes;  certainly.  In  other  words,  it  is  transi>orta- 
tion  service.  Now,  do  you  say  or  believe  that  the  railroads  could  not 
without  injury  to  the  industry  own  the  stockyards  wherever  they 
exist,,  as  a  part  of  their  terminal  facilities — I  am  not  talking  aliout 
branch  houses,  I  am  talking  about  the  live-stock  yards. 
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Mr.  Swift.  I  do  not  believe  the  railroads  could  improve  on  the 
present  management  of  the  stockyards. 

The  Chairman.  I  do  not  think  so,  either.  But  could  not  they  do  it 
without  injury  to  the  public? 

Mr.  Swift.  No;  I  think  there  would  be  a  deterioration  in  the 
service,  but  I  have  no  objection  to  seeing  it  tried,  if  that  is  the  plan. 

The  Chairman.  Well,  it  is  alleged — I  do  not  personally  know  how 
those  things  are — that  the  ownership  of  stockyards  by  the  controlling 
interests,  by  the  large  packers  or  any  other  kind  of  packers,  is  an 
advantage  to  the  packers  who  have  that  ownership.  1  am  not  a 
witness;  I  do  not  know  whether  it  is  correct. 

Mr.  Swift.  It  must  be  a  big  advantage  to  the  live-stock  shipper. 

The  Chairman.  Of  course,  if  he  did  not  keep  any  stockyard — ^but 
I  said  the  packer,  ownership,  not  railroad  ownership.  One  man  came 
in — I  do  not  think  he  was  a  packer,  who  was  opposed  to  either 
railroads  or  packers  owning  the  yards  who  said  they  ought  to  be 
independently  owned  and  operated  in  such  a  way  as  to  be 

Mr.  Swift.  But  he  did  not  want  to  make  any  investment  himself 
in  them,  I  think. 

The  Chairman.  That  question  was  not  raised,  and  it  does  not  make 
any  difference  to  us  whether  it  was  raised  or  not;  that  is  not  the 
question  before  us. 

Your  contention  is — and  I  am  not  saying  that  it  is  not  correct — 
that  you  had  necessarily  to,  in  view  of  the  situation,  expend  a 
a  largely  increased  amount  in  advertising  on  account  of  the  Federal 
Trade  Commission's  report  being  made  public  ? 

Mr.  Swift.  Yes,  sir. 

The  Chairman.  That  expense  was  charged  to  operating  expenses, 
was  it  not? 

Mr.  SwuT.  That  is  a  large  amount  only  inasmuch  as  the  volume  in 
dollars  is  considered.  When  you  take  the  percentage  on  the  sales 
it  only  comes  to  fifteen  one-hundredths  of  1  per  cent. 

The  Chairman.  What  I  want  to  know  is.  whether  or  not  this  ad- 
vertising— this  excessive  advertising,  so  nmch  of  it  as  was  due  to  the 
Federal  Trade  Commission's  report — was  charged  to  operating  ex- 
penses. 

Mr.  Swift.  The  whole  thing  was  charged  up  as  an  expense. 

The  Chairman.  That  is,  operating  expense.  You  have  no  other 
expense,  I  suppose? 

ISir.  SwiiT.  The  advertising  was  not  charged  to  operating  expense. 
Not  under  the  food  control. 

The  Chairman.  But  that  is  only  a  part  of  your  business? 

Mr.  Swift.  It  would  be. 

The  Chairman.  That  is  what  I  thought  was  true.  Now,  then,  the 
Government's  investigation  through  the  Trade  Commission  was  a 
heavy  expense,  and  that  had  to  be  paid  by  the  taxpayers  and  come 
out  of  the  Public  Treasury,  and  the  other  had  to  be  paid  by  the 
patrons  of  Swift  &  Co. ;  that  is,  it  goes  in  the  expense. 

Mr.  Swift.  But  that  is  not  a  dead  loss  to  us;  we  get  returns  for 
that.  . 

The  Chairman.  I  know  you  do.  I  do  not  think  it  is  a  loss  to  any- 
body except  the  persons  who  eat  the  product. 

Now,  Mr.  Swift,  there  has  been  some  talk  about  the  appropriation 
of  the  $100,000,000  for  the  purpose  of  buying  food  products,  and  that 


982         GOVERNMENT  CONTROL  OF  MEAT-PACKING  INDUSTRY. 

the  packers  were  interested  in  that.  1  have  seen  a  newspaper  article 
making  that  statement ;  I  do  not  think  there  is  any  truth  in  it ;  but  it 
said  that  this  50,000  tons  of  meat  that  is  being  bought  by  England — 
is  that  all  pork  ? 

Mr.  SwiiT.  That  is  all  beef ;  50,000  tons,  150,000  cattle. 

The  Chairman.  Do  they  not  own  a  large  amount  of  pork? 

Mr.  Swift.  No,  sir;  the  pork  has  all  been  shipped.  They  are 
going  to  buy  some  more ;  they  buy  weekly. 

The  Chairman.  That  gives  me  information.  And  along  the  same 
line  that  I  suppose  somebody  publishing  things  did  not  understand. 
it  is  claimed  in  the  newspaper  that  the  packers  were  being  served  in 
this  way :  That  England  did  not  want  to  and  would  not  buy  salted 
pork;  that  the  people  where  this  $100,000,000  would  be  distributed 
would  buy  salted  pork,  and  that  therefore  all  the  salted  pork  they 
now  have  in  England  or  the  packers  have  can  be  marketed,  and  that 
they  have  thereby  created  a  market  for  the  packers  and  supplied  a 
deficiency  in  England — ^is  that  kind  of  pork  not  salted  ? 

Mr.  Swift.  You  would  call  it  the  "  English  cured  pork." 

The  Chairman.  That  would  be  a  great  advantage  to  the  packers, 
therefore,  that  this  $100,000,000  is  indirectly  being  appropriated  for 
the  benefit  of  the  large  packers.  I  believe  you  say  there  is  absolutely 
nothing  in  that  report  ?  • 

Mr.  Swift.  There  is  not. 

The  Chairman.  And  that  it  would  not  work  out  in  a  practical  way 
to  the  benefit  of  the  packers  over  and  above  what  there  is  a  demand 
for — all  the  product  they  now  have  and  can  hereafter  prepare — so 
far  as  this  present  year  is  concerned  ? 

Mr.  Swift.  That  is  right. 

The  Chairman.  It  is  true  that  the  committee  can  reject  this  bill 
in  toto,  wholly ;  they  can  reject  any  part  of  it,  put  in  an  amendment 
to  it,  and  the  House  can  do  the  same. 

I  got  the  impression  from  you  and  also  from  Mr.  Armour  that  the 
licensing,  with  the  restrictions  that  were  put  on,  and  the  stabilizing 
of  food  distribution  for  the  last  year,  since  we  got  into  the  war  and 
since  the  regulations  went  into  effect,  had  been  of  very  great  public 
benefit  to  the  consumer  and  producer  of  this  country  and  the  Allies 
all  alike ;  is  that  your  view  oi  it  ? 

Mr.  Swift.  I  do  not  give  the  license  credit  for  that.  I  give  the 
cooperation  of  the  Food  Administration  credit  for  that. 

The  Chairman.  The  license  did  not  prevent  it.  I  understood  you 
that  the  restrictions  had  been  lived  up  to  in  good  faith  by  the  pack- 
ers; that  is  to  sav,  you  said  that,  did  you  not? 

Mr.  Swift.  Yes;  but  during  the  war  period  the  Government  has 
not  put  any  restrictions  and  conditions  about  the  license  that  would 
handicap  our  work.  It  has  all  been  worked  out  to  mutual  advantage 
during  stress. 

The  Chairman.  As  I  recall — ^it  may  not  be  exactly  correct — at  the 
end  of  the  war  it  was  announced  by  the  President's  proclamation  the 
food-control  law  will  cease  to  operate. 

Mr.  Swift.  .When  the  peace  terms  are  signed  ? 

The  Chairman.  I  mean  when  the  proclamation  of  the  President 
announces  that  the  peace  has  been  made,  that  then  the  food-contral 
law  ceases  to  exist. 
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Mr.  EscH.  About  six  months  thereafter. 

The  Chairman.  I  do  not  remember  exactly  how  it  is.  I  want  to 
ask  you,  as  one  of  the  largest  packers  in  the  United  States,  whether 
or  not,  if  we  have  constitutional  power  to  do  so,  it  would  not  be 
advisable  to  extend  in  some  form,  not  the  present  license,  but  some 
form  of  license  or  food  control  for  this  year  1919  until  readjust- 
ments have  taken  place?  You  refer  to  the  fact  that  there  might  be  a 
great  slump  and  then  a  great  rise  in  price  of  meats,  which  would 
work  an  injury  to  everybody — the  consumer,  producer,  and  packer, 
and  everybody  else.  Do  you  think  the  present  license  law  might  be 
modified  and  amended  so  as  to  avoid  anything  of  that  kind  during 
the  present  year,  without  passing  any  other  portion  of  this  bill  ? 

Mr.  Swift.  I  think  it  would  be  advisable  to  extend  the  Food  Ad- 
ministration control  until  some  time  after  the  signing  of  the  peace. 

Tlie  Chairman.  There  has  been  considerable  criticism  by  some 
gentlemen  appearing  before  the  committee — ^not  a  packer — ^that  the 
licenses  which  have  been  issued  are  not  sufficient;  in  other  words, 
they  claim  you  made  more  money  under  the  license  than  you  did 
when  you  were  not  licensed. 

Mr.  SwiiT.  We  presented  figures  here  yesterday  showing  our  prof- 
its  had  been  cut  in  half. 

The  Chairman.  That  is  the  way  I  understood  you — ^that  operat- 
ing under  license  and  under  the  food  control,  that  you  had  not  made 
as  much  money  per  unit  of  product  or  investment  return. 

Mr.  SwDT.  About  half. 

The  Chairman.  About  half  what  you  did  before? 

Mr.  Swift.  Yes,  sir. 

The  Chairman.  So  that  food  control,  so  far  as  it  has  gone,  has 
not  operated  to  increase  your  profits 

Mr.  Swift.  It  has  cut  down  our  profits  very  materially,  but  we 
are  satisfied. 

The  Chairman.  But  as  packers,  you  would  not  object  to  the  pres- 
ent license  system  or  some  modification  that  might  continue  during 
the  present  war  or  until  the  present  conditions  due  to  the  war  in 
foods  and  meats  and  meat  products  have  been  equalized  so  as  to 
reach  the  normal.  Do  you  not  think  that  would  be  to  the  public 
interest? 

Mr.  Swift.  We  are  in  favor  of  extending  tlie  Food  Administra- 
tion control. 

The  Chairman.  Can  you  suggest  any  amendment — do  you  think 
it  is  satisfactory  the  way  it  is — and  it  certainly  would  not  be  to  your 
primary  advantage. 

Mr.  SwiiT.  It  would  not. 

The  Chairman.  As  judged  by  the  past? 

Mr.  Swift.  Yes,  sir. 

The  Chairman.  You  have  another  gentleman  here  whom  you 
wanted  to  make  a  statement.    How  long  would  it  take  him  ? 

Mr.  Swift.  It  would  take  Mr.  Weld  two  or  three  hours. 

The  Chairman.  I  will  ask  you  one  question:  Is  it  not  true  that 
all  expenses  incurred  in  this  business  lor  whatever  you  do  do  con- 
nected with  your  business  is  charged  up  to  operating  expenses;  does 
it  not  naturally  have  to  go  that  way? 

Mr.  Swift.  Yes,  sir. 
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The  Chairman.  Therefore  when  you  keep  men  here  in  Washing- 
ton for  publicity  purposes  or  an^  other  purposes,  legitimately  or 
otherwise,  needful  or  otherwise,  it  is  an  expense  to  such  a  portion  of 
the  public  as  buy  your  products? 

Mr.  Swift.  That  is  not  an  expense  to  the  price  of  the  product ;  we 
get  full  return  for  those  expenses. 

The  Chairman.  I  have  looked  over  your  statement  for  the  year 
ending  November  2,  1918,  and  I  do  not  find  any  item  at  all  show- 
ing wliat  your  expense  of  operation  is  or  what  it  consists  of;  in 
fact,  I  do  not  find  any  expense  statement  at  all. 

Mr.  Win  stow.  If  you  are  going  into  that,  I  move  we  adjourn. 

The  Chaiuman.  The  reason  I  asked  that,  is  that  I  looked  over 
this  .^statement  and  I  find  no  item  of  expenses — no  itemized  statement, 
no  amount. 

Mr.  Swift.  That  is  not  that  kind  of  a  statement.  This  was  gotten 
out  on  short  notice,  but  our  books  have  only  been  closed  a  few 
days,  and  it  does  not  cover  the  expense  of  that  proposition;  it  is  not 
included  in  here. 

The  Chairman.  This  is  a  kind  of  a  special  or  limited  statement! 

Mr.  SwiKT.  It  is  an  advance  sheet. 

The  Chairman.  I  did  not  find  anything  in  it  about  expenses. 

Mr.  Swift.  We  have  not  had  time  to  prepare  this. 

Mr.  WiNsiow.  It  is  all  subject  to  the  scrutiny  of  these  Government 
boards. 

Mr.  Swift.  Tliey  ai*e,  and  it  is  certified  to  here  by  a  reliable  public 
accountant. 

Mr.  WiNSLow.  And  if  there  was  anything  disagreeable  the  Federal 
Trade  Commission  would  find  it? 

Mr.  Swift.  If  there  was  anything  of  that  kind  there  it  would  have 
been  out  l)efore  now. 

The  Chairman.  I  hope  Mr.  Winslow  did  not  (ome  to  any  such 
conclusion  that  1  was  insinnating  that  because  there  was  not  any 
statement  of  expenses  here  that  there  was  something  wrong.  I  only 
could  not  tell  from  his  statement  where  this,  that  some  people  call  a 
"  lobbying ''  ex|)<»nse.    If  I  had,  I  would  not  have  asked  the  (question. 

Mr.  Vkeder.  ]May  I  make  this  statement,  that  notwithstanding  any- 
thing we  S4iy  on  account  of  Mr.  Lpgan,  on  account  of  publicity  or  on 
account  of  advertising,  we  can  not  get  any  more  for  our  product,  be- 
cause we  spend  more  money  than  somebody  else  or  than  we  did  lasi 
vear.  We  sell  our  product  on  the  market  and  get  what  we  can  for  iL 
These  exjKMises  necc^s^irily  go  to  reduce  our  profits  of  the  sharehold- 
ers, and  reduce  the  amount  left  over  to  pay  dividends.  It  does  not 
go  into  the  cost  to  the  consumer. 

The  Chairman.  Ix»t  me  ask  you — you  are  volunteering  informa- 
tion, and  I  tliink  you  are  about  as  able  to  do  it  as  Mr.  Swift  The  less 
your  ex|)en<es  arc*,  the  le^s  you  can  <e\]  your  product  for,  undoubtedly. 

Mr.  Vffj)kr.  No:  we  can  not  sell  our  products  for  greater  or  less 
than  wo  can  get  for  it  on  the  market :  it  is  a  question  of  the  law  of 
supply  and  demand.    A^ 

The  Chairman.  As  all  of  you  are  in  a  very  close  competitive  con- 
dition, if  ex|K»nses  were  rcdiu  ed  for  whatever  purpose  they  might  be 
nxluced,  of  coui-s(\  you  could  sell  the  products  to  that  extent,  lower! 

Mr.  Vekoer.  If  in  the  long  run  we  exceed  the  amount  that  we  can 
afford  to  spent!,  we  will  go  broke  and  out  of  business.    But  we  can 
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not  pass  it  on  to  the  consumer;  we  pass  it  on  to  the  stockholder;  and 
sooner  or  later  the  company  will  go  into  bankruptcy. 

The  Chairman.  And,  therefore,  I  must  draw  the  conclusion  that 
it  makes  no  difference  how  much  expense  you  incur,  just  as  long  as 
you  sell  your  products  on  the  market  equally  with  anyone  else? . 

Mr.  Veeder.  So  far  as  our  company  is  concerned,  it  is  so. 

The  Chairman.  It  would  not  be  so  as  to  any  other  company  ? 

Mr,  Veeder.  Yes ;  and  if  it  exceeded 

The  Chairman.  You  deal  in  an  absolute  essential  that  the  human 
family  can  not  exist  without,  and  if  all  the  pockers  pursued  such  a 
course  as  that,  they  can  make  their  expenses  ]ust  what  they  are  will- 
ing to  make  them. 

Mr.  Veeder.  If  the  packers  become  extravagant  they  will  either 
go  broke  or 

The  Chairman  (interposing).  Do  you  call  that  a  matter  of  ex- 
travagance ? 

Mr.  Veeder.  No,  it  is  not  extravagance  for  Swift,  &  Co.  to  do  it,  so 
long  as  it  does  not  reach  a  point  where  it  affects  the  profits  to  the 
stockholders  so  they  can  not  continue  to  do  business.  It  makes  no 
difference  to  the  public  what  we  spend  money  for,  so  long  as  it  can 
not  enter  into  the  price  of  the  product.  An  expense  like  this,  which 
everybody  has  not  got,  can  not  be  added  to  the  price  of  the  product. 
If  everybody  had  this  expense  it  would  probably  pass  to  the  con- 
sumer, but  where  one  company  has  a  separate  and  different  expense, 
which  other  companies  have  not,  that  expense  can  not  be  added  to 
the  price  of  the  product,  because  our  product  has  to  meet  the  compe- 
tition of  the  other  companies  that  have  not  that  expense. 

The  Chairman.  Let  me  ask  you,  are  not  other  packing  companies 
maintaining  similar  expenses? 

Mr.  Veeder.  By  no  means — ^there  may  be  one  or  two  or  three;  I 
know  of  no  others. 

The  Chairman.  If  it  is  an  essential  expense  for  vour  company, 
would  it  not  become  an  essential  expense  for  any  oi  the  other  five 
companies  doing  business  ? 

Mr.  Veeder.  No;  because  no  company,  until  it  becomes  so  large 
as  to  have  so  large  a  business  in  Washington  that  it  has  to  have  a 
man  to  take  care  of  it,  can  incur  such  expense. 

The  Chairman.  I  only  refer  to  it  because  it  was  brought  out  in 
the  discussion  to-day.  I  mean  to  maintain  unnecessary  and  not  in- 
herent expenses,  and  then  charge  it  up  to  the  public  in  this  way,  if 
you  did  not  do  that  you  could  sell  the  products  for  that  much  less. 
The  more  you  reduce  your  expenses  the  more  you  can  reduce  the 
price  of  the  product,  and  what  I  want  is  to  know — ^I  believe  Mr. 
Swift  has  stated  that  everybody  who  was  here  was  under  the  ex- 
pense of  your  company,  and  I  have  no  personal  interest  in  this — 
but  the  gentlemen  who  are  doing  such  vast  business,  so  essential  to 
human  existence  and  life,  incur  unreasonable  and  unnecessary  and 
useless  expense,  if  that  is  not  a  public  injury  to  the  extent  of  those 
who  use  the  products,  because  they  could  reduce  prices  by  that  much. 

Mr.  Veeder.  No  ;  it  means  the  company  would  go  bankrupt.  We 
have  got  to  assume  that,  not  all  companies  are  indulging  in  useless 
and  unnecessary  expense.    Some  companies  are  not,  and  therefore 
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some  companies  will  undersell  the  company  that  is  extravagant* 
with  the  result  that  sooner  or  later  the  company  which  is  extrava- 
gant is  going  to  go  broke,  it  can  not  go  any  other  way. 

The  Chairman.  I  am  not  here  to  have  a  debate  with  you,  Mr. 
Veeder,  because  you  understand  this  business ;  you  have  been  raised 
in  it,  you  know  all  about  it,  even  to  the  extent  of  the  Veeder  pooL 
But  it  will  be  a  long  time  before  you  can  convince  the  public  that 
unnecessary  expenses  are  not  of  vital  and  material  interest  to  the 

{>ublic  in  any  public  service  corporation  or  any  business  which  is  so 
arge  as  to  involve  the  public  interest  in  a  general  way. 

I  am  not  doing  this  to  criticize  your  own  particular  company,  or  to 
question  your  motive,  but  such  things  as  that  put  what  they  call 
"a  '^  bad  taste  "  in  the  public  mouth. 

Mr.  Swift.  Yes,  but,  Mr.  Chairman,  how  can  you  call  this  an  un- 
necessary expense,  when  it  amounts  to  only  0.15  of  1  per  cent? 

The  Chairman.  If  it  amounted  to  only  one-hunaredth  of  1  per 
cent  and  was  not  necessary  it  would  be  an  unnecessary  expense. 

Mr.  Swift.  But  other  large  concerns  in  the  United  States  find  it 
advisable  to  spend  2  or  3.  per  cent  on  the  turnover  on  advertising. 
Why  can  not  we  spend  as  much  as  they  can! 

The  Chairman.  I  am  not  talking  about  ordinaiv  advertising. 

Mr.  Veeder.  I  would  like  to  discuss  that  this  "very  bad  taste'* 
shows  the  necessity  for  obtaining  some  advice,  if  possible  good  advice, 
to  enable  us  to  place  ourselves  right,  and  so  as  to  get  rid  of  this  "  bad 
taste,"  I  would  rather  think  it  was  a  necessary  expense. 

The  Chairman.  At  the  time  this  gentleman  was  employed  two 
years  ago  for  publicity  purposes,  there  had  been  an  investigation 
ordered.  I  have  made  this  statement  in  a  friendly  wav,  and  for  n<» 
other  purpose.  I  have  no  personal  feelings  about  it,  and  I  suppose 
this  kind  of  expenses  are  being  incurred  by  all  the  companies  for 
the  reasons  given  by  yourself,  but  I  do  not  believe  the  general  public 
will  take  kindly  to  that  kind  of  unnecessary  and  useless  expenditure. 
In  other  words,  I  think  they  will  regard  it  as  useless  and  unnecessary. 

Mr.  Swift,  I  want  to  say  this,  in  closing,  so  far  as  I  can  do  it,  that 
I  think  you  have  had  a  fair,  square,  open  opportunity  to  state  yonr 
case  before  this  committee  and  the  public. 

Mr.  Swift.  I  am  positive  I  have,  and  I  appreciate  that. 

The  Chairman.  And  if  you  feel  you  have  not  had  opportunity  to 
do  justice  to  yourself,  or  desire  further  explanation  of  the  matter, 
you  have  the  privilege  of  extending  or  making  any  additional  state- 
ment,  other  than  that  you  have  made  here.  I  do  not  mean  a  different 
statement,  hut  anv  additional  statement,  so  as  vou  will  feel  vou  have 
had  an  absolutely  square  deal  so  far  as  this  committee  can  give  ii : 
and  I  want  to  say,  further,  that  you  have  manifested  a  disposition  to 
be  frank  and  answer  every  question,  and  not  quibble.  You  have 
drawn  your  own  conclusions,  and  some  members  might  differ  with 
some  of  your  conclusions,  but  I  am  satisfied  I  express  the  sentiment 
of  the  committee  when  I  say  you  have  been  frank,  open,  free  and 
fair,  so  far  as  your  examination  has  gone. 

(Informal  conference  then  occurred  with  reference  to  future  ap- 
pearances before  the  committee.) 

(Tliereupon,  at  5.15  o'clock  p.  m.,  the  committee  adjourned  to  meet 
Monday,  January  27,  1919,  at  10.30  o'  clock  a.  m.) 
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Committee  ox  Interstate  and  Foreign  Commerce, 

House  of  Representatives, 
Monday^  Jaimary  27,  1919. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Thetus  W.  Sims 
(chairman)  presiding. 

The  Chairman.  The  committee  will  come  to  order.  Gentlemen, 
when  we  adjourned  Friday  afternoon,  there  was  a  motion  pending 
by  Mr.  Esch  to  allow  Mr.  Weld  to  ha^  e  an  hour  and  a  half  and  with 
that  time  to  complete  the  hearing.  It  was  not  acted  on,  and  by  re- 
quest  of  Mr.  Veeder  and  the  attorney  for  Morris  &  Co.,  it  was  sug- 
gested that  they  see  if  they  could  not  make  some  arrangement  which 
would  be  satisxactorj'  to  both  of  them,  and  they  have  both  reported 
to  me  that  they  have  made  an  arrangement,  and  the  arrangement  is 
that  Mr.  Weld  shall  have  the  entire  session  this  morning,  or  before 
the  recess,  and  Mr.  Morris  to  go  on  immediately  after  the  recess 
whether  Mr.  Weld  is  through  or  not.  That  will  extend  Mr.  Weld's 
time  from  an  hour  and  a  half  to  possibly  two  hours  if  we  sit  until 
1  o'clock. 

Mr.  Weld,  you  may  proceed  to  make  your  statement,  I  presume, 
without  interruption  until  you  have  finished,  stating  first  who  you 
are  and  what  your  rdations  are  to  the  legislation,  if  any. 

STATEMENT  OF  ME.  L.  B.  H.  WELD,  MANAGER  COMMEBCIAL  SE- 
SEABCH  BEPAETMENT,  SWIFT  &  CO.,  CHICAGO,  ILL. 

Mr.  Weld.  My  name  is  L.  D.  H.  Weld,  and  I  am  manager  of  the 
commercial  research  department  of  Swift  &  Co. 

I  mirfit  say  that  I  have  been  with  Swift  &  Co.  about  a  year  and  a 
half.  Frior  to  that,  I  was  a  student  of  marketing  proolems  and 
commercial  organization,  and  to  a  certain  extent  of  the  packing  in- 
dustry and  the  live-stock  industry  as  a  college  professor.  I  was  pro- 
fessor of  business  administration  at  Yale  before  I  went  with  Swift 
&Co. 

The  Chairman.  Yale  University  ? 

Mr.  Weld.  Yale  University,  yes,  sir. 

I  want  to  take  up  the  discussion  of  this  subject  under  four  heads. 

First,  I  wont  to  point  out  some  of  the  weaknesses  of  the  Federal 
Trade  Commission  report  on  which  this  legislation  is  so  very  largely 
based. 

Second,  I  want  to  discuss  the  point  that  the  bill  is  based  on  an 
erroneous  theory  that  there  is  a  combination  among  the  packers; 
and 

Third,  I  want  to  speak  of  the  profits  of  Swift  &  Co.  and  their 
simificance  and  their  bearing  on  the  problem  at  hand;  and  then, 

Tourth,  the  Sims  bill  itselr^^  the  bill  under  consideration. 

The  Chairman.  I  may  suggest  that  whatever  you  lack  in  getting 
through  with  your  statement  that  you  want  to  put  in,  you  will  have 
the  privilege  of  extending  your  statement  and  putting  it  in  later. 

Mr.  Weld.  Thank  you,  Mr.  Chairman. 

The  Chairman.  I  tell  you  that  in  advance  so  that  you  can  be  gov- 
erned accordingly,  if  it  should  affect  your  purposes  in  any  way. 

Mr.  Weld.  Thank  you. 
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The  first  point  I  want  to  make  is  that  this  proposed  legislation  is 
based  on  a  one-sided  and  unscientific  investigation  and  report  of  the 
Federal  Trade  Commission. 

In  the  first  place,  of  course,  it  is  only  a  partial  report.  There  are 
six  parts  still  to  come.  There  have  only  been  a  summary  and  part  2, 
as  I  understand,  that  have  been  issued  so  far,  and  so  you  have  not 
the  full  facts  before  you  even,  as  a  result  of  the  Federal  Trade  Com- 
mission investigation. 

It  has  already  been  pointed  out  that  the  investigation  itself  was  an 
ex  parte  one,  a  one-sided  investigation,  and  that  the  packers  were 
not  given  adequate  opportunity  to  present  the  facts  or  to  explain 
their  side  of  the  case.  Mr.  Swift  developed  the  point  that  we  fre- 
quently offered  cooperation  and  explanation,  and  offered,  even  before 
the  investigation  began,  to  cooperate  fully  and  to  throw  open  our 
books  and  our  records  to  the  Federal  Trade  Commission. 

That  is  more  important  even  than  that  is  the  fact  that  only  such 
material  was  used  by  the  commission  as  would  appear  to  make  out  a 
case  against  the  packers. 

This  is  well  illustrated  by  the  point  that  in  taking  papers  from  our 
files,  the  commission  used  only  such  scraps  of  correspondence,  or  such 
single  letters,  as  would  appear  to  bear  out  or  ma'ke  a  case  against  the 

{)ackers.  They  would  take  a  single  letter  from  a  file,  and  the  other 
etters  in  the  file  would  give  an  entirely  different  meaning,  the  one 
letter  in  itself  giving  an  absolutely  wrong  impression  of  the  facts 
under  consideration. 

I  do  not  suppose  that  any  industry  in  the  country  has  ever  been 
subjected  to  such  an  investigation  as  was  carried  on  against  the 
packing  industry  in  this  respect;  that  is,  in  ffoing  through  the  per- 
sonal files  of  the  executives  and  taking  out  only  such  scraps  of  corre- 
spondence as  could  be  used  to  appear  to  make  out  a  case  against  the 
industry  being  investigated. 

The  report  contains  many  unfair  statements  and  is  replete  with 
innuendo,  inaccurate  comparisons,  arousings  of  suspicion,  and  so 
forth,  and  I  would  like  to  give  you  just  two  or  three  instances  of 
these  unfair  statements  and  wrong  interpretations  of  the  facts. 

I  would  call  your  attention  to  the  matter  of  "  wiring  on  "  which  was 
discussed  beginning  on  page  89  of  the  Federal  Trade  Commission  re- 
port, Part  II. 

Mr.  Armour  in  his  statement  explained  what  is  meant  by  wiring 
on;  that  is,  a  shipper  sends  goods  to  one  market;  he  is  dissatisfied 
with  the  price  that  he  is  offered  for  his  cattle,  say,  in  that  market, 
and  ships  them  to  another  market.  Wiring  on  means  that  the 
packer  buyer  in  the  first  market  wires  to  the  packer  buyer  in  the 
second  market  the  price  that  was  bid  for  the  cattle. 

The  intimation  is  that  the  jDurpose  of  that  is  to  keep  the  buver  in 
the  second  market  from  offering  any  more  than  was  offered  in  the 
first  market,  and  the  Trade  Commission  specifically  says : 

The  packer  buyers  at  the  Beoond  mnrket  bid  nt  prices  no  greater  and  often 
less  than  offered  the  shipper  in  the  first  market. 

Now,  in  the  first  place,  this  practice  of  wiring  on  is  in  itself  per- 
fectly legitimate,  as  Mr.  Armour  explained.  It  is  carried  on  in  every 
business.    For  example,  take  a  big  concern  like  Marshall  Field.    That 
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company  has  a  buying  office  in  New  York  and  one  in  Chicago.  Sup- 
pose I  go  to  Marshall  Field  in  New  York  and  offer  them  a  supply 
of  goods  at  a  price,  and  the  Marshall  Field  buyer  in  New  York  does 
not  buy  the  goods,  and  I  say,  "  Well,  I  will  go  to  Chicago  then  and 
see  if  I  can  not  sell  tp  Marshall  Field  there."  It  is  the  most  natural 
thing,  and  a  perfectly  legitimate  thing,  for  the  Marshall  Field  buyer 
in  New  York  to  wire  to  Chicago  telling  what  price  the  goods  were 
offered  to  him  for,  and  what  price  he  bid  for  the  goods. 

Now,  that  practice  is  carried  on.  It  is  not  carried  on  to  any  great 
extent  by  Swift  &  Co. ;  in  fact,  we  have  been  gradually  discontinu- 
ing it  because  of  the  prejudice  against  it;  not  because  we  do  not 
believe  in  it,  because  it  is  an  absolut>ely  legitimate  thing  to  do. 

But,  I  want  to  call  your  attention  to  the  letters  and  telegrams  that 
were  introduced  by  the  Federal  Trade  Commission  in  its  report.  It 
has  about  three  pages  of  letters,  all  taken  from  Swift  &  Co.'s  files, 
which  are  designed  to  show,  first,  that  this  wiring  on  practice  is 
very  common ;  and,  second,  that  the  prices  paid  in  the  second  market 
are  no  higher  than  and  generally  less  than  the  prices  in  the  first 
market. 

Now,  the  point  is  that  in  the  first  place,  these  letters  that  are  intro- 
duced are  not  cases  of  wiring  on  at  all.  With  one  exception,  the 
very  first  one  put  in,  which  is  a  real  case  of  wiring  on,  all  the  others 
are  records  of  completed  transactions;  that  is,  where  goods  have  been 
sent  to  Kansas  City  for  example,  and  forwarded  from  there  to  Chi- 
cago and  sold  in  Chicago,  then  our  Chicago  buyer  will  notify  the 
Kansas  City  buj^er  what  they  actually  sold  for  in  Chicago,  comparing 
that  with  the  price  bid  on  them  in  Kansas  City. 

In  other  words,  these  are  not  examples  of  wiring  on  at  all.  They 
are  records  of  completed  transactions,  and  of  course,"  that  is  per- 
fectly legitimate  iniormation  to  give;  and  as  I  have  said,  even  wir- 
ing on  would  be  legitimate. 

Now,  calling  your  attention  again  to  the  statement  made  by  the 
Federal  Trade  Commission  that  the  "packer  buyei's  at  the  second 
market  bid  at  prices  no  greater  and  often  less  than  offered  the 
shipper  in  the  first  market,"  we  find  that  the  Trade  Commission,  in 
going  through  our  files,  took  copies  of  several  letters  that  it  did  not 
reproduce  in  the  report. 

These  letters  absolutely  disprove  the  statement  of  the  Federal 
Trade  Commission  to  the  effect  that  the  packer  buyers  at  the  second 
market  bid  at  prices  no  greater  than  and  often  lass  than  those  offered 
the  shipper  at  the  first  market,  thus  causing  him  to  lose  the  freight 
and  the  shrinkage  in  the  weight  of  his  cattle. 

Mr.  EscH.  What  page  are  you  reading  from  ? 

Mr.  Weld.  At  the  bottom  of  page  89  is  that  statement. 

For  instance,  here  is  one  letter,  for  example,  on  15  loads  of  grass 
steers  that  went  to  Fort  Worth  first,  and  the  bid  there  was  $7.  The 
seller  held  them  for  $7.50 ;  was  not  satisfied  with  $7  and  forwarded 
them  to  St.  Louis.  The  prices  paid  at  St.  Louis  were  $7.65  by  three 
different  packers.  The  prices  were  the  same  but  $7  was  the  bid  in 
Fort  Worth  and  $7.65  was  actually  paid  in  St.  Louis. 

Here  is  another  case  where  the  bid  in  St.  Joseph  was  $11.75  and 
where  the  selling  price  in  Chicago,  the  point  to  which  they  were 
forwarded,  was  f  13,  with  two  animals  out  at  $12,  so  that  the  price 
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paid  in  Chicago  was  much  higher  than  the  price  bid  at  the  first 
market. 

1  have  a  number  of  these  cases  and  I  would  like  to  introduce  them 
with  my  statement. 

The  Chairman.  You  may  put  them  in  as  a  part  of  your  statement. 

(The  papers  referred  to  follow:) 

Chicago,  November  7,  Wll, 
Mr.  Chables  H.  Swift, 

General  Office. 
Deab  Sir:  Barse  forwaMed  from  Ft.  Worth  Satuixlay,  the  3rd.  15  loads  ^n^M 
steers,  sold  St  Louis  as  follows : 

Bid  Ft.  Worth  Saturday,  the  3rd,  1.5  loads  j?rass  steers,  7.00;  held  at  7.50. 
Sold  St.  Louis  Nov.  7th,  238  cattle  712#,  7.65  Morris;  120  cattle  721  it.  '65 
Armour;  91  cattle  727#,  7.65  Swift. 
Yours,  respectfully, 

(Sgd)  W.  Leavitt. 


NovEMB]^  16.  1917. 
Mr.  Chables  H.  Swii-t, 

General  Office, 
Dear  Sir  : — Referring  to  my  letter  of  Nov.  14th  rei)ortiug  on  2  loads  nativ<^ 
forwarded  from  St. .  Joseph  Nov.  13th,  billed  W.  F.  Clay,  please  cancel  this 
letter  and  substitute  the  following: — 2  loads  W.  F.  Clay  cattle  arrived  Thun*- 
day  from  St.  Joseph  and  were  sold  at  Chicago  Nov.  16th  as  follows: 

Bid  on  St.  Joseph  market  11/13,  2  loads  natives  avg.  ard.  1350#,  11.75;  sold 
Chicago  11/16 ;  2  loads  natives  1300Ji,  13^  with  2  out  @  12<. 
Yours,  respectfully, 

W.  Leavitt. 


Chicago,  December  SI,  1917, 
jVIr.  Chables  H.  Swii-t, 

General  Office. 
S.  Nelson,  speculator,  shipped  from  St.  Paul  Thursday,  the  27Ui«  one  car 
cattle;  sold  Chicago  Monday  the  31st,  as  follows: 

Bought   St.  Paul  Thursday  12/27;  sold  Chicago  Monday  12/31.  23  cattle. 
8.75;  15  steers.  918:it,  9.25,  Daniels:  4  cow.s.  897#.  7.50  Armour;  3  cows,  8S3#. 
<>.00,  Armour;  1  bull,  600#,  7.00  Libby. 
Yours,  respectfully, 

(Sgd)  W.  Leavitt. 


Chicago,  October  So,  19n. 
Mr.  Chables  H.  Swut, 

General  OffUc. 
Dear   Sib: — i*lace   &    (Jeritts   forwarded    from   ^^lilwaukee   Wednesday,   the 
24th,  3  loads  stoers  sold  Chicago  to-day  a.s  follows: 
Bid  Milwaukee,  10/24 :  50  steers,  9.25 ;  10  .steers,  7..50. 

Sold  Chicago.  10/25;  1  load,  9.85,  Kellar;  1  load,  9.75,  Kellar;  1  load,  10.00, 
Swift. 

Yours.  respe<»tfully, 

(Sgd)  W.  Lkavitt. 


Chicaoo,  June  2S,  1916. 
Mr.  Chabtxs  H.  Swift, 

General  Office. 
Dear  Sir:  Liiiiders  &  He.ss  forwardetl  from  St.  Ijouis  Wednesday,  the  21st 
1  car  native  steers — sold  Chicago  as  follows: 

Bid  St.  LouIh  June  2lMt,  1  loatl  native  steer.s,  bid  9.40;  afterward.s  in>uld  not 
get  price. 

Sohl  Clilcago  June  23,  1  loa<l  native  steers.  9.75  S.  &.  S. 
Prey  Bros,  forwiinleil  from  St.  Joseph  Tues<lay,  the  20th.  3  loads  polp  cattle— 
.Hold  St.  I/ouis  as  follows: 

Bid  St.  Josei>h,  Moiulay.  al9.  3  loads  pulp  cattle,  bid  9.25;  held  at  9.50. 
Sold  St.  Louis.  Wednewlay,  6 '21,  3  loads  pulp  cattle  115S#,  9.00,  MorrU. 
Yours.  resiKKt fully, 

(Signed)  W.  LcAtTiT. 
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Chicago,  June  26,  1916. 
Mr.  Charles  H.  Swift, 

.    General  Office. 
Drab  Sib  :  Clay  Robinson  forwarded  from  Omaha  Thursday,  the  22nd,  4  loads 
<!attle — sold  here  to-day: 

Bid  Omaha  Thursday,  the  22nd,  4  loads  good  heavy  dehorned  white  faced 
steers,  10.50. 

Sold  Chicago,  Monday,  the  26th,  4  loads  good  heavy  dehorned  white  faced 
steers,  10.65,  S.  &.  S..  with  one  steer  out  at  9.50. 
Yours,  respectfully, 

(Signed)  W.  Leavttt. 

Chicago,  September  27,  1916. 
'Mr.  Chables  H.  Swut, 

General  Office. 
Deab  Sib:  National  forwarded  from  St.  Louis  Tuesday,  Sept.  26th,  2  loads 
native  steers,  sold  Chicago  to-day  as  follows: 

Bill  St  Louis  Sept.  26th,  3  cars  50  native  steers,  0.25.    Afterwards  could 
not  get  price. 

Sold  Chicago,  Sept.  27th,  50-lie2#,  9.50,  Armour. 
Yours,  respectfully, 

(Signed)  W.  Leavitt. 

Chicago,  November  24, 1916. 
Mr.  Charles  H.  Swift, 

General  Off^e. 
Deab  Sib:  Moody  Com.  Co.  forwarded  from  St.  Louis,  Thursday,  Nov.  23,  to 
CJhIcago  the  following  cattle: 

Bid  St.  Louis,  Nov.  23rd,  34  native  ylg.  cattle,  6.25. 

Sold  Chicago  Nov.  24th.  13  steers,  1045#,  7.10,  Wilson ;  15  ylg.  cattle,  754#, 
6.35,  Swift;  6  ylg.  cattle,  754 #,  6.00,  Swift. 
Yours,  respectfully, 

(Signed)  W,  LEA\TrT. 

Chicago,  November  2k,  1916. 
Mr.  Charles  H.  Swift, 

General  Office. 

Dear  Sib:  Johnson  Bruber  forwarded  from  St.  Paul,  May  9th,  26  steers  as 
follows : 

Bid  St.  Paul,  May  9th,  26  steers,  speculators,  10.50,  with  5  out  which  did 
not  bid  Thursday's  market 

Sold  Chicago  May  11th,  26  steers,  11.10,  Morris. 

Gall  Bros,  forwarded  from  St.  Paul,  May  10th,  1  car,  22  steers,  as  follows : 

Bid  St  Paul,  May  10th,  22  steers,  10.75. 

Sold  Chicago  May  11th,  22  steers,  11.50,  Morris. 
Yours,  respectfully, 

(Signed)  W.  Leavitt. 

Chicago,  June  27,  1917. 
Mr.  ChabUis  H.  Swift, 

General  Office. 

Deab  Sib:  Austin,  Hamll,  and  Dickson  forwarded  from  St.  J6e,  Monday, 
June  25th,  3  car  natives,  as  follows: 

Bid  St.  Joe,  6/25,  2  loads,  weigh  1.600#,  13.45;  1  load,  13.55. 
Sold  Chicago,.  6/27,  3  loads,  1,480#,  13.65,  Armour. 
Yours,  respectfully, 

(Signed)  .  W.  Leavitt. 


Chicago,  August  8,  1917. 
Mr.  Chables  H.  Swift, 

General  Office. 

Deab  Sib:  Milton  Marshall  forwarded  August  7th  from  St  Louis  2  cars 
native  steers  as  follows : 

Bid  St  Louis,  8/7,  2  cars  native  steers,  12.60. 
Sold  Chicago,  8/8,  2  cars  native  steers,  13.00,  Swift. 
Yours,  respectfully, 

(Signed)  W.- Leavitt. 
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Mr.  Parker,  of  New  Jersey.  Just  state  generally  the  dates. 

Mr.  Weld.  These  are  dated  1917.  The  first  case  I  cited  of  Fort 
Worth 

Mr.  Parker,  of  New  Jersey  (interposing).  I  do  not  care  for  ail 
the  dates,  but  just  generally. 

Mr.  Weld.  1917.  I  see  there  are  some  here  in  1916.  They  are 
all  either  1916  or  1917,  and  most  of  them  are  in  1917.  You  under- 
stand that  these  were  letters,  copies  of  which  were  taken  by  the 
Federal  Trade  Commission,  but  which  were  not  reproduced  in  it- 
report,  and  which  in  themselves  absolutely  disprove  the  statement 
made  by  the  trade  commission  at  the  bottom  of  page  89. 

Of  course,  when  I  was  a  scientific  student  and  relied  on  Govern- 
ment documents  to  a  certain  extent  in  my  investigations,  when  I 
found  in  the  treatment  of  a  subject  even  a  single  instance  like  thi-, 
it  would  tend"  to  discredit  the  whole  report  in  mj'  mind. 

I  might  cite,  as  another  instance,  the  matter  referx*ed  to  by  Mr. 
Armour  with  regard  to  the  prices  of  compound  in  Pittsburgh, 
where  the  trade  commissijon  alleges  that  there  wa.s  a  price  agrtn*- 
ment  between  the  packers,  but  fails  to  explain  that  that  price,  which 
was  identical  among  all  sellers,  was  the  result  of  the  Food  Admin- 
istration's orders  to  get  together  and  fix  the  price,  especially  price- 
of  cottonseed  oil  and  the  differential  over  cottonseed  oil. 

The  statement  in  the  Federal  Trade  Commissijon  report  is,  of 
course,  an  absolute  misinterpretation  of  the  facts. 

I  might  also  call  your  attention  to  the  discussion  of  the  centi-al- 
ized  buying  system,  as  a  good  example  of — well,  I  might  call  it 
misrepresentation  of  facts,  but  perhaps  better  of  insinuation  and 
inuendo.    This  is  on  page  42  of  the  trade  commission  report. 

This  whole  matter  is  written  up  as  though  there  were  something 
reprehensible  in  the  practice  of  having  our  head  buyer  in  Chicago 
govern  the  buying  in  all  the  markets  on  each  day. 

There  is,  of  course,  nothing  illegitimate  at  all  about  having  a  cen- 
tral buying  department  keep  in  touch  with  the  buyers  in  the  various 
markets. 

As  I  have  said,  the  whole  thing  is  written  up  as  though  there  were 
something  reprehensible  about  it. 

It  also  gives  the  impression  that  this  head  buyer  in  Cliicago  abso- 
lutely fixes  the  price  in  the  various  markets. 

It  is  referred  to  here  and  speaks  of  the  instructions  sent  out.  -to 
buy  steady  or  10  higher  or  10  lower,"  as  though  those  were  absolute 
instructions  to  buy  at  those  definite  prices. 

Now,  such  is  not  the  case  at  all.  It  means  buy  10  higher  or  10 
lower,  if  you.  can.  We  can  not  govern  the  price  of  live  stock  and 
we  do  not  try  to. 

I  would  call  your  attention  in  that  connection  to  pages  96  and  97 
as  good  instances  of  the  method  employed  by  our  head  buyer  in 
Chicago  in  giving  instructions. 

Take  at  the  top  of  page  97;  the  second  telegram  there  says: 

Try  buy  hogs  lower  and  improve  si>read.    We  are  trying  buy  15  to  20  loww. 

You  see  there  are  no  specific  mstructiions  thei*e^  and  even  if  he 
had  not  said  "  try  "  and  said  "  buy  hogs  lower  and  improve  sprBtd,** 
it  means  to  do  so,  if  you  can. 
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The  next  one  says: 

Try  buy  hogs  lower  and  Improve  spread.    We  are  trying  buy  15  to  25  lower. 

There  is  nothing  at  all  illegitimate  about  that,  for  the  head  buyer 
in  Chicago  to  keep  wiring  the  buyers  in  the  different  markets,  and 
in  the  second  place,  for  him  to  tell  them  to  try  to  buy  steady  or  buy 
lower,  if  he  can. 

I  merely  call  attention  to  that  because  the  whole  thing  is  written 
up  by  the  Trade  Commission  to  throw  suspicion  about  the  practice 
and  to  give  the  impression  that  there  is  something  illegitimate 
about  it. 

Mr.  Parker  of  New  Jersey.  What  is  meant  by  spread?  I  do  not 
think  that  has  been  explained. 

Mr.  Wkid.  That  iis  used  in  different  senses.  We  often  speak  of 
it  in  ordinary  discussions  of  marketing  as  the  spread  between  the 
cost  price  and  the  selling  price;  that  is  the  usual  meaning.  Some- 
times we  speak  of  the  spread  between  markets,  but  die  usual  mean- 
ing is  the  spread  between  what  we  have  to  pay  for  the  animals  and 
what  we  are  able  to  get  for  the  meat. 

Mr.  Parker  of  New  Jersey.  Yes. 

Mr.  Weld.  If  we  are  sellmg  meat  at  a  loss,  as  we  often  do,  we 
naturally  try  to  increase  the  spread. 

Another  good  example  of  misrepresentation  of  facts  is  the  discus- 
sion of  cream  buying  in  the  country. 

That  was  taken  up  somewhat  in  the  committee  the  other  day. 
There  are  a  number  of  letters  and  telegrams  reproduced  from  Swift 
&  Co.'s  file  indicating  that  there  are  or  have  been  price  agreements 
among  local  buyers  in  the  country,  and  that  Swift  &  Co.  has  been 
trying  to  prevent  such  agreements. 

Now,  in  the  first  place,  the  discussion  of  this  begins  on  page  144. 
This  discussion  shows  that  Swift  &  Co.  has  a  large  number  of  cream 
buying  stations  and  creameries,  and  that  Armour  has  only  a  few. 

The  point  is  first  made  that  there  is  an  attempt  to  divide  terri- 
tory ;  that  there  must  be  an  agreement  to  do  so. 

I  think  that  was  sufficiently  explained  the  other  day.  You  under- 
stand that  there  are  hundreds  of  thousands  of  these  shipping  points, 
and,  naturally,  if  we  have  established  a  cream  buying  station  at  one 
point  Mr.  Armour,  in  establishing  a  cream  buying  station,  naturally 

foes  on  to  one  of  the  few  hundred  thousand  other  places  where  he  can 
uy  cream  rather  than  to  go  to  the  same  place  where  we  are. 
But  there  are  a  great  many  independent  cream  buyers,  and  that 
point  is  not  brought  out  sufficiently.  For  example,  take  the  Blue 
Valley  Creamery  and  the  Beatrice  Creamery,  and  a  great  number 
of  others  who  are  buying,  cream  in  competition .  with  us  throughout 
the  whole  middle  western  and  western  territory. 

At  any  rate,  there  is  absolutely  no  agreement  in  dividing  terri- 
tory, or  m  the  location  of  cream  buying  stations  or  in  the  location  of 

creameries. 

Now,  the  way  cream  is  bought  in  the  country  is  through  local 
agents ;  most  of  whom,  in  fact,  the  usual  practice  is,  for  them  to  buy 
for  us  on  commission.  We  do  not  pay  them  a  salary.  They  are 
often  local  merchants.  They  are  men  who  have  other  business,  and 
who  are  perhaps  buying  eggs  and  poultry  on  their  own  accotmt,  but 
they  also  buy  cream  for  us  on  commission. 
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Now,  there  are  generally  two  or  three  such  cream  buyers  in  a  town. 
Sometimes  there  is  only  one,  but  there  will  be  one  in  the  next  town, 

Serhaps  seven  or  eight  miles  away,  and  the  farmer  has  his  choice  of 
auling  his  cream  to  either  one  of  those  two  towns ;  or,  it  might  not 
be  a  ^'  town  "  at  all ;  the  shipping  point  may  simply  be  a-  railroad  sta- 
tion  and  a  general  store  with  perhaps  a  few  houses  around  it. 

These  local  cream  buyers  have  practically  got  to  pay  the  same 
price  for  cream.  Suppose  there  are  two  in  a  town ;  if  one  drops  the 
price  a  cent  he  will  not  get  any  business  and  the  other  one  will  get  all 
the  cream;  or,  if  there  are  two  shipping  points  five  or  ten  miles 
apart  on  the  railroad  they  have  practically  got  to  pay  the  same  price 
for  cream  because  if  one  pays  a  cent  higher  than  the  other,  the 
farmers  will  haul  to  that  one  place  which  is  paying  the  cent  higher. 

Mr.  Stephens.  I  would  like  for  you  to  explain  right  at  thb  point 
why  that  is  not  also  true  of  the  packers  at  these  different  points  like 
Omaha,  St.  Louis,  and  Kansas  City? 

Mr.  WEii).  It  is  practically  true ;  farmers  ship  to  where  they  think 
they  will  get  the  best  price,  but  the  market  is  practically  a  certain 
price  brought  about  by  competition  and  competition  keeps  the  differ- 
ent markets  "  in  line  "  with  each  other.  It  varies  between  markets,  of 
course,  on  account  of  freight  rates.  The  price  of  cream,  of  course, 
is  based  upon  the  price  of  the  butter,  and  we  have  to  try  to  buy  our 
cream  at  such  price  as  will  enable  us  to  get  out  whole  on  the  butter 
and  make  a  profit,  if  possible. 

Mr.  Parker  of  New  Jersey.  I  think  Mr.  Stephens  was  asking  as  to 
stock ;  that  is,  why  it  was  not  true  also  of  stock. 

Mr.  Stephens,  i  ou  explained  a  moment  ago,  but  you  did  not  com- 
plete your  explanation,  tnat  you  gentlemen  wire  aliead  for  the  sake 
of  agreeing  with  the  price  between  Chicago,  Omaha,  and  Kansa.s 
City  on  cattle.  Now,  you  say  that  you  do  agree  on  the  price  of 
cream. 

Mr.  Weld.  I  do  not  say  that  there  is  any  agreement  whatever. 

Mr.  Stephens.  Why  is  not  that  same  thing  true  in  regaixi  to  the 
meat? 

Mr.  Weud.  It  is,  in  that  same  sense,  that  we  have  to  buy  '^  at  the 
market"  everywhere,  and  that  means  that  the  market  is  a  fairly 
definite  thing.  Although,  of  course,  you  have  so  many  different 
grades  of  cattle  as  compared  with  cream  that  the  market  price  15 
not  as  definite  for  cattle  as  it  is  for  cream ;  but  you  have  to  buy  at 
what  the  market  is  all  the  time.    Does  that  answer  your  question  i 

Mr.  Stephens.  I  did  not  mean  to  interrupt  you,  but  I  just  wante<l 
you  to  clear  up  what  seemed  to  be  an  inconsistency. 

Mr.  Weid.  Have  I  cleared  up  the  apparent  inconsistency? 

Mr.  Stephens.  I.  think  so. 

Mr.  Weu>.  The  point  I  am  trying  to  make  now  is  that  these  local 
cream  buyers  at  any  one  given  point  practically  have  to  pay  thp 
same  price  for  cream.  They  naturally  get  to  that  same  level.  If  one 
pays  less  he  does  not  get  any  business,  and  his  living  depends  ver>' 
largely*  oftentimes,  on  nis  cream  business,  although  he  genendiy  has 
other  business  too. 

Now,  there  is  no  doubt  in  the  world  but  what  these  local  cream 
buyers  have  often,  and  probably  do  to-day,  exchange  information  m 
to  what  prices  they  are  paying  for  cream. 
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That  is  a  situation  that  Swift  &  Co.  is  up  against  and  one  that 
Swift  &  Co.  has  tried  to  eradicate ;  that  is,  we  have  tried  to  eradicate 
any  agreement  or  exchange  of  information,  and  that  is  all  that  these 
letters  show. 

They  show  that  we  recognize  that  difficulty  out  in  the  country. 
They  have  always  done  it.  It  is  a  matter  of  custom.  They  have 
exchanged  this  information  with  each  other  so  they  would  keep  in 
line  with  each  other,  and  Swift  &  Co.  has  done  its  utmost  to  try  to 
eradicate  those  agreements;  and  as  I  say,  that  is  all  these  letters 
show. 

Here  is  an  example  of  the  instructions  that  have  been  sent  out  by 
our  produce  department  from  time  to  time  attempting  to  eradicate 
that  practice. 

Here  is  one  that  went  out  on  February  15,  1915,  and  it  reads  as 
follows : 

No.  331. 

l^gal,  buying:.    February  15,  1915. 

PROnrCE    INSTRUCTIONS. 

1.  Managers  should  keep  in  mind  tlie  fact  that  buying  prices  and  selling 
prices  should  be  based  on  value,  taking  into  consideration  quality,  freight 
rates,  and  competitive  conditions. 

Attention  is  directed  to  the  so-called  antidiscrimination  laws  under  which 
uniform  prices  must  be  paid. 

That  is,  uniform  prices  at  different  points.  You  can  not  discrimi-' 
nate  between  different  localities  because  that  would  be  unfair  or 
destructive  competition. 

While  these  are  construed  to  permit  variations  to  meet  legitimate  competi- 
tion, the  conditions  must  be  extreme  to  induce  managers  to  inaKe  such  variations. 

2.  Managers  must  not,  under  any  circumstances,  enter  into  any  agreement, 
verbal  or  written,  restricting  competition  in  any  manner,  or  dividing  territory 
with  competitors  or  in  any  manner  threatening  or  seeming  to  threaten  shippers. 
Any  acts  that  might  be  so  construed  should  be  avoided. 

3.  Anything  that  might  tend  to  affect  the  company  from  a  legal  standpoint 
should  be  called  to  the  attention  of  the  produce  and  legal  departments,  with  all 
the  facts  that  can  be  gathered  concerning  them. 

The  Federal  Trade  Commission  had  access  to  these  instructions 
which  we  have  issued  from  time  to  time,  but  did  not  insert  a  copy 
of  our  instructions  in  their  report. 

Mr.  Hamilton.  May  I  ask  you  a  question  there  ? 

Mr.  Weld.  Certainly. 

Mr.  Hamilton.  How  does  Swift  &  Co.,  for  illustration,  ascertain 
the  outside  price  it  can  afford  to  pay  for  cream? 

Mr.  Weld.  The  outside  price  it  can  afford  to  pay  for  cream  ? 

Mr.  Hamilton.  Yes. 

Mr.  Weld.  We  base  it  on  the  price  of  the  butter,  and  the  price  of 
butter  is  a  matter  of  general  market  information.  There  are  market 
reporters  who  go  through  the  various  markets  each  day  and  find  out 
just  what  the  price  of  butter  is;  that  is,  the  price  for  the  different 
grades  of  butter. 

Mr.  Hamii/ton.  Now,  if  Swift  wanted  the  cream  bad  enough,  he 
could  raise  the  price? 

Mr.  Weld.  He  could  pay  more  for  cream,  and  he  would  un- 
doubtedly lose  money,  of  course. 

Mr.  Hamilton.  What  does  Swift  &  Co.  do  with  the  cream?. 
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Mr.  Weld.  Swift  &  Co.  makes  it  into  butter.  It  is  shipped  to  cen- 
tral points  where  we  have  creameries. 

Mr.  Hamilton.  In  other  words,  then,  Swift  &  Co.  would  have  to 
raise  the  price  of  butter  if  it  raised  the  price  of  cream. 

Mr.  Weu).  If  it  paid  more  than  the  market  price  of  cream,  ye-; 
it  would  have  to  raise  the  price  of  butter  to  make  a  profit;  but  it 
could  not  do  that,  because  then  it  would  sell  no  butter. 

Mr.  Hamilton.  Then  your  theory  is  that  Swift  &  Co.  pay  as  hi^ 
a  price  for  cream  as  they  can  afford  to  pay  and  convert  tne  cream 
into  butter  at  a  certain  market  price. 

Mr.  Weld.  Yes ;  the  competition  forces  us  to  pay  the  highest  price 
for  cream  that  it  is  possible  to  pay  and  still  get  out  whole  on  the 
butter. 

Mr.  Hamilton.  The  same  rule  applies  to  Swift's  competitors? 

Mr.  Weld.  Yes,  sir. 

Mr.  Hamilton.  So  that  there  can  be  practically  no  competition  as 
to  the  price  of  cream? 

Mr.  Weld.  There  is  competition  as  to  the  price  of  cream,  beoauNe 
there  is  competition  in  the  sale  of  butter.  The  price  of  cream  de- 
pends primarily  on  the  price  of  butter. 

Mr.  Ha^iilton.  Yes. 

Mr.  Weld.  And  even  so,  there  is  competition  in  the  buyinir  of 
cream,  although,  as  I  have  explained,  these  local  agents  at  any  one 
point  have  to  pay  practically  the  same  price  for  cream  or  the  one 
who  is  buying  at  a  lower  price  will  not  Duy  any  cream ;  and  often- 
times we  can  not  follow  the  butter  market  for  that  very  reason. 
Oftentimes  we  are  forced  to  buy  cream  on  account  of  the  competition 
at  a  higher  price  than  we  can  really  afford  to  pay. 

The  Chairman.  Proceed  with  your  statement,  Mr.  Weld. 

Mr.  Weld.  Also,  in  this  discussion  of  our  attempts  to  break  up 
these  agreements  among  the  local  cream  buyers  who,  as  I  explainen. 
are  not  on  the  salary  roll  of  Swift  &  Co.  but  are  paid  on  a  commis- 
sion basis,  the  Federal  Trade  Commission  procured  other  letter^ 
from  our  files  that  were  not  used.  I  have  one  here  especially  that  I 
want  to  read  and  to  introduce.  It  is  dated  April  3,  1916.  It  was 
written  by  the  head  of  our  produce  department  to  two  submanager^ 
in  the  department,  and  should  be  read  in  conjunction  with  the  letter 
of  March  9,  1916,  reproduced  on  p.  151  of  the  Trade  CommisRionV 
report. 

Apsil  3.  1916. 

Messrs.  J.  Y.  Marsh atx,  L.  E.  Dunkesi. 

Question  of  makings  aprreements  other  produce  dealers: 

Want  you  to  take  up  especially  with  each  manager,  assistant  manastpr.  yoa 
visit,  the  question  of  making  any  agreement  of  any  character. 

You  fully  understanti  our  requirements  in.  this  matter.  The  managers  arv 
all  under  instructions  from  ^fr.  L.  F.  Swift  covering  the  matter.  We  dealre  tou 
to  further  handle  as  follows : 

Explain  to  then»  clearly  that  they  have  heen  thoroughly  instructed  In  thU 
matter  and  any  deviation  from  these  instructions  will  revert  against  them  lo 
person. 

You  are  to  thoroughly  and  clearly  explain  to  them  that  If  for  any  miMci 
they  have  a  conversation  with  other  dealers  they  are  not  to  make  any  state- 
ments of  any  character  that  could  be  constmed  as  an  agreement,  and  nnloM 
this  is  folly  understood  by  them  and  unless  this  is  followed  to  the  letter  w« 
shall  find  it  necessary  to  instruct  Uiem  that  no  conversations  of  any  character 
are  to  be  had  with  any  other  dealers  that  touch  any  feature  of  the  produce 
business. 
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In  other  words,  we  were  going  to  such  an  extent  to  try  to  prevent 
these  agreements  among  local  cream  buyers  that  we  were  going  to 
prohibit  them  from  even  holding  conversations  with  their  competi- 
tors at  these  local  points. 

You  are  to  make  a  definite  memorandum  of  this  conversation  with  each  of 
these  managers,  showing  the  date  thereon,  and  hold  same  in  your  files  as  per- 
manent record,  and  responsibility  is  placed  with  you  to  see  that  interview  of 
this  character  is  had  with  every  manager  of  the  produce  plants  under  your 
<lirection  within  reasonable  time. 

A  copy  of  this  letter  was  taken  by  tte  Federal  Trade  Commission 
from  our  files,  but  was  not  reproduced  with  the  other  letters  in  this 
report. 

It  shows  perhaps  more  forcibly  than  any  other  letter  the  extent  to 
which  we  were  gomg  in  trying  to  prevent  any  agreements  among 
these  local  cream  buyers. 

Now,  gentlemen,  I  might  go  on  in  this  way,  and  I  could  take  up 
my  whole  time  in  pointing  out  unfairnesses  and  inaccuracies  in  the 
Federal  Trade  Conmiission  report,  but  I  think  I  have  shown  you 
enough  to  indicate  the  one-sidedness  and  the  unfairness  of  the  report. 

My  second  general  subject  is  that  this  proposed  bill  is  based  on  the 
erroneous  theory  that  there  is  a  combination. 

If  we  can  disprove  that  there  is  any  combination  the  whole  reason 
for  this  bill  practically  disappears. 

Now,  I  shall  attempt  to  prove,  first,  that  the  Federal  Trade  Com- 
mission has  not  established  its  case  that  there  is  a  combination ;  and 
second,  I  want  to  give  you  a  positive  argument  that  we  are  in 
competition. 

THE  FEDERAL.  TRADE  COMMISSION  HAS  NOT  ESTABLISHED  ITS  CASE. 

First,  it  refers  to  beef  pools  and  the  National  Packing  Co.,  and 
those  matters  long  since  passed  have  nothing  to  do  with  the  situa- 
tion at  present. 

Second,  the  attempt  to  prove  collusion  through  joint  ownership  of 
facilities. 

We  do  jointly  own  several  facilities,  as  has  already  been  explained, 
but  that  does  not  mean  a  combination  to  restrain  trade  and  has  abso- 
lutely;^ no  effect  on  prices. 

Third,  the  Federal  Trade  Commission  attempts  to  show  that  w© 
have  an  international  meat  pool,  and  gives  that  as  evidence  that  we 
are  working  together. 

In  the  first  place,  that  has  nothing  to  do  with  the  local  situation, 
and  there  are  no  illegal  international  meat  pools,  anyway. 

Fourth,  it  tries  to  make  out  that  there  must  be  agreements  by  in- 
troducing letters  and  memoranda  which  show  an  occasional  inter- 
change of  information. 

I  hold  that  such  occasional  interchange  of  information  as  to  prices 
that  were  paid,  or  the  percentage  of  live  stock  that  one  packer  or 
several  packers  received,  or  what  the  margin  was  in  New  York  last 
week,  does  not  in  any  way  prove  any  agreement.  This  is  interchange 
of  opinion  about  things  that  have  happened  in  the  past. 

I  might  call  your  attention  in  that  connection  to  a  very  common 
form  of  organization  which  has  developed  within  the  "past  few 
years  called  "  Open  price  associations."    A  group  of  manufacturers 
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will  form  an  association,  and  they  will  exchange  with  each  other  at 
the  end  of  each  week  or  at  the  end  of  each  month  what  their  output 
was,  what  their  cost  was,  what  their  selling  price  was  for  that  pre- 
vious week.    They  do  it  in  a  very  definite  and  formal  way. 

I  know  of  one  jobbers'  association,  for  example.  ^  It  will  get  re- 
ports from  the  different  dealers,  from  the  different  jobbers  who  are 
members  of  tliis  association.  They  will  report  on  individual  com- 
modities, so  many  pounds  of  this  commodity  sold  last  week  or  last 
month;  the  price  we  paid  was.so  much;  the  price  we  received  was  bo 
much;  the  gross  margin,  thereifore.  was  so  much;  this  was  a  certain 
percentage  of  the  selling  price. 

As  I  say,  there  are  many  associations  of  manufacturers  that  have 
these  open  price  associations.  If  the  packers  did  anything  bordering 
on  that,  I  am  sure  we  would  be  criticized  for  it  very  severely. 

The  best  you  can  say  is  that  occasionally  one  packer  told  another 
that  '^  Last  month  we  made  a  certain  plus  margm,  perhaps,  in  New 
York,"  a  mere  interchange  of  information,  mere  gossip  as  to  what 
happened  in  the  past. 

They  are  absolutely  not  evidences  of  agreement  on  prices,  and 
can  not  be  interpreted  as  such;  and,  as  I  say,  there  are  scores  of  asM>- 
ciations  that  are  doing  a  thousand  times  more  than  we  are,  that  go 
under  the  name  of  cooperative  competition,  and  apparently  have 
the  sanction  of  the  law. 

Mr.  Hamilton.  How  long  have  these  open  price  associations  been 
in  operation? 

Mr.  Weld.  I  should  say  they  have  developed  within  the  last  five 
years. 

And,  finally,  the  Trade  Commission  makes  its  case,  of  course,  al- 
most entirely,  on  the  fact  that  the  percentages  of  receipts  taken  at 
the  different  markets  remain  approximately  constant  from  year  to 
year. 

I  do  not  know  that  I  need  to  go  into  our  explanation  again,  al- 
though brieflv  it  is  that  we  are  m  such  keen  competition  that  we. 
Swift  &  Co.,  keep  a  record  from  week  to  week,  from  month  to  month. 
from  year  to  year,  as  to  what  proportion  we  get  and  what  proportion 
every  other  packer  gets  in  eacn  market  in  which  we  buy. 

If  we  have  been  getting  around  30  per  cent  in  one  market,  and  this 
3'ear  it  is  running  only  28  per  cent,  our  manager  in  that  particular 
market  hears  from  us  in  Chicago,  and  we  want  to  Imow  wnat  is  the 
matter;  and  we  keep  such  close  tabs  on  each  other  in  these  or- 
ganized, open  market  places,  where  each  packer  can  see  what  the 
others  are  doing,  that  it  is  impossible  for  one  to  inordinately  increase 
his  business  over  the  other's,  although,  as  has  already  been  pointed 
out.  Swift  &  Co.  has  gradually  been  increasing  its  proportion  anil 
killed  in  1917  some  90,000  cattle  more  than  we  would  have  killed  if 
we  had  not  increased  our  proportion  as  compared  with  what  it  was 
in  1913,  according  to  the  figures  given  by  the  Federal  Trade  Commis- 
sion. 

But,  there  are  two  other  important  points  in  connection  with  thi^ 
matter  of  the  fairly  constant  percentages,  which  have  not  been 
brought  out. 

The  first  is,  that  even  if  there  were  an  agreement  concerning  a  divi- 
sion of  live  stock  receipts,  this  would  not  even  control  prices^  becau^ 
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there  are  so  many  other  huyers,  so  many  shippers,  so  many  specu- 
lators, so  many  small  packers,  that  if  through  any  agreement  we 
attempted  to  depress  the  price  the  least  bit,  there  would  be  people 
ready  to  jump  in  and  buy  the  animals  and  keep  the  price  up. 

Furthermore,  the  price  is  a  country- wide  price,  a  world-wide 
price  you  might  say,  and  it  would  be  absolutely  futile  to  attempt, 
through  any  such  agreement,  to  depress  the  price. 

Another  point  in  this  connection  is  that  the  Federal  Trade  Com- 
mission tries  to  make  out  that  this  alleged  division  of  receipts 
amounts  to  a  continuation  of  what  was  accomplished  under  the  old 
Veeder  pool. 

The  veeder  pool  merely  allotted  the  shipments  to  various 
markets ;  that  is,  the  shipment  of  fresh  meat,  so  as  to  prevent  either 
an  oversupply  or  a  scarcity  in  the  different  markets. 

Now,  oi  course,  that  was  done  away  with  17  years  ago. 

Mr.  Montague.  That  was  an  allotment  of  snipments  alone? 

Mr.  Weld.  That  was  an  allotment  of  shipments  alone  and  had 
nothing  to  do  with  the  purchase  of  cattle. 

Mr.  Montague.  What  would  you  say  as  to  allotment  of  pur- 
chases as  shown  by  the  Denver  letter? 

Mr.  Weld.  There  is  no  allotment  of 

Mr.  Montague  (interposing).  You  may  not  call  it  an  allotment, 
but  call  it  anything  you  choose,  an  understanding  or  agreement, 
that  each  was  to  buy  50-50.  ^ 

Mr.  Weld.  Each  wants  to  buy  at  least  half  the  receipts  and  each 
attempts  to. 

Mr.  Montague.  Yes. 

Mr.  Weld.  Although  it  appears  that  Mr.  Armour  has  been  fall- 
ing a  little  bit  behind,  especially  in  cattle  receipts,  in  the  last  two 
or  three  years. 

My  pomt  is  this :  That  even  if  there  were  an  agreed  division,  that 
would  not  at  all  accomplish  the  purpose  of  the  old  Veeder  pool.  I 
say  this  because  that  is  what  the  Federal  Trade  Commission  tries  to 
make  out  in  its  report. 

Even  if  there  were  an  agreed  division  of  live-stock  receipts  that 
would  affect  in  no  way  the  shipment  of  meats  to  the  different 
markets.  We  can  ship  as  much  or  as  little  as  we  want  to  New  York 
or  to  Boston  or  to  Philadelphia.  The  alleged  division  of  receipts 
would  not  affect  recurring  gluts  and  scarcities  in  the  various  markets, 
and  would  not  have  any  effect  whatever  in  allotting  the  shipments 
of  the  different  packers.    The  Trade  Commission 

Mr.  DoREMus  (interposing).  Assuming  there  are  only  two  buyers 
at  a  certain  market  and  they  agreed  between  themselves  to  take 
all  the  i^eceipts  of  that  market,  can  you  say  they  could  not  affect 
the  price? 

Mr.  Weld.  In  the  first  place,  they  can  not  agree  to  take  all  the 
receipts  because  there  are  other  buyers,  and  in  the  second  place 

Mr.  DoREMus.  But,  assuming 

Mr.  Weld  (interposing).  Excuse  me  if  I  finish  answering  your 
Question.  In  the  second  place,  if  there  were  no  other  buyers  and 
tney  agree  to  divide  the  receipts,  they  could  not  control  the  price 
even  then.  Possibly  they  could  for  a  short  time,  but  the  markets 
have  got  to  keep  in  line  with  each  other.    They  automatically  keep 
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in  line.  You  can  not  depress  the  price  in  one  market,  even  one 
packer  a:lone,  could  not,  to  say  nothing  of  any  agreement  with  any 
other  packer. 

Mr.  DoREMus.  If  there  are  two  buvers  who  take  all  the  receipts 
there  will  not  be  any  other  buyers  will  there? 

Mr.  Weld.  Assuming  there  were  no  other  buyers  and  only  two 
buyers,  I  will  say  that  possibly  they  could,  with  an  agreement,  affect 
the  price  for  a  short  time. 

Mr.  DoREMus.  There  is  not  any  doubt  about  that  in  your  mind, 
is  there? 

Mr.  Weld.  No;  there  is  not  anv  doubt,  except  you  have  got  to 
keep  other  buyers  out.  They  might  do  it  for  a  day  or  two,  out  if 
there  were  only  two  buyers  in  Denver,  no  other  buyers  at  all.  and 
they  attempted  bv  agreement  to  depress  the  price,  it  would  not 
take  two  days  beiore  there  would  be  other  buyers  in  there  buying 
the  stuff,  and  if  all  other  buyers  could  in  some  way  be  excluded^ 
even  then  the  price  could  not  be  arbitrarily  depressed,  because  un- 
der such  circumstances  there  would  be  no  live  stock  shipped  to 
such  a  market. 

Mr.  Doremus.  I  am  not  charging  that  there  are  only  two  buyers, 
we  will  say,  in  a  certain  market,  but  if  there  are  only  two  buyers  and 
they  agree  among  themselves  to  take  all  the  receipts  of  that  market, 
they  can  keep  any  other  buyer  out,  can  they  not? 

Mr.  Weld.  No,  sir. 

Mr.  DoRElMus.  Why  not? 

Mr.  Weld.  Because  they  have  no  control  in  buying  all  the  re- 
ceipts. There  is  no  way  in  which  they  can  agree  to  take  all  the 
receipts. 

Mr.  Doremus.  We  are  assuming  for  the  purpose  of  the  argument 
that  there  is  a  combination  between  these  two  buyers.  Do  you  mean 
to  say  they  would  not  have  the  power  to  crowd  out  or  keep  out 
an  independent  buyer  who  ventured  into  that  market? 

Mr.  Weld.  No,  sir;  there  would  be  no  power  to  make  it  possible 
for  them  to  keep  other  buyers  out.  The  stockyards  are  open  to  all. 
If  that  were  not  so,  you  would  surelv  have  grounds  for  complaint. 

Mr.  Dillon.  May  I  interrupt  you  tnere?' 

The  Chairman.  Gentlemen,  let  us  have  an  understanding.  I 
thought  Mr.  Weld  was  going  to  be  permitted  to  make  his  state- 
ment in  chief,  like  all  the  rest  of  the  witnesses,  although  I  did  not 
say  anything  about  it.  He  is  limited  in  time,  and  I  just  want  to 
know  the  wishes  and  feelings  of  the  committee.  If  we  commence 
asking  him  questions  at  length  he  will  not  be  able  to  finish,  and 
he  is  only  to  have  the  morning  session.  I  state  this  because  I  do 
not  know  l)ut  what  some  members  of  the  committee  were  not  present 
when  Mr.  Weld  commenced  his  statement. 

Mr.  Dillon.  We  should  have  invoked  the  rule  in  the  beginning. 

The  Chairman.  I  can  not  invoke  the  rule  when  a  member  ad- 
dresses the  witness  without  saying  a  word  to  me  about  it 

Mr.  Stephens.  I  will  say,  Mr.  Chairman,  that  I  simply  wanted 
the  witness  to  clear  up  one  point  as  he  went  along. 

Mr.  Dillon.  Tliat  is  my  purpose. 

The  Chairman.  I  think  they  all  ought  to  be  treated  alike.  I 
have  no  objection  to  that,  if  the  rest  of  the  members  want  to  do  that 
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Mr.  EscH.  If  the  Judge  wants  to  have  a  situation  clarified,  I 
think  he  ought  to  call  the  witness's  attention  to  it  now. 

Mr.  Hamilton.  The  difficulty  about  the  whole  matter  is  that  these 
witnesses  are  here  to  give  this  committee  information,  and  even 
though  this  gentleman  should  not  be  able  to  complete  his  whole 
statement,  there  might  be  some  question  raised  in  the  course  of  his 
statement  that  he  would  desire  to  explain,  or  that  some  member  of 
the  committee  would  desire  to  have  explained.  I  would  not  inter- 
rupt him  unless  something  occurred  where  I  was  in  doubt  as  to 
"exactly  what  he  meant. 

Mr.  DoREMus.  I  think  we  had  better  follow  the  old  rule.  I  vio« 
lated  it  just  now,  but  I  will  not  do  so  again. 

The  Chairman.  It  is  a  matter  entirely  with  the  committee. 

Mr.  Dillon.  Go  ahead,  Mr.  Weld. 

Mr.  Weld.  I  might  say,  Mr.  Chairman,  that  as  you  see,  I  have 
not  a  formal  written  statement.  I  am  speaking  only  from  notes, 
and  it  may  be  for  that  reason  that  I  often  do  not  completely  cover 
a  subject  or  make  myself  entirely  clear.  Of  course,  I  should  like 
to  make  myself  clear  as  I  go  along,  and  personally  I  have  no  objec- 
tion to  being  asked  questions  as  long  as  they  pertain  to  the  point 
-ander  discussion. 

The  Chairman.  No  witness  has  ever  objected,  and  it  is  simply  a 
question  of  procedure. 

Mr.  Weld.  To  conclude  my  argument  that  the  Federal  Trade 
Commission  has  not  established  its  case,  as  I  say,  they  practically 
base  their  case  on  this  agreed  division  of  live-stock  receipt. 

We  have  explained  to  you  that  there  is  no  such  agreed  division; 
that  the  Federal  Trade  Commission  has  not  established  the  fact  that 
there  is;  and  even  if  there  were,  it  would  not  give  us  control  over 
prices  Of  cattle  or  control  over  meat  shipments  as  the  Federal  Trade 
Commission  alleges. 

Now,  I  want  to  take  up  what  I  might  call  the  positive  argument 
that  we  are  in  competition.  This  was,  of  course,  omitted  oy  the 
Federal  Trade  Commission.  The  points  I  am  going  to  call  your 
attention  to  now  you  can  not  find  in  the  Federal  Trade  Commission's 
report. 

In  the  first  place,  we  make  the  positive  and  unqualified  assertion 
that  we  are  in  competition,  and  that  we  have  no  agreements. 

This  assertion  has  been  made  and  in  itself  ought  to  carry  some 
weight ;  and  I  believe  it  does. 

In  the  second  place,  even  if  the  five  large  packers  worked  to- 
gether, they  would  not  control  over  40  per  cent  of  the  total  kill  of 
nve  stock. 

I  bring  this  in  because  the  Federal  Trade  Commission  has  criti- 
cised our  statement  that  the  five  large  packers  together  kill  less 
than  40  per  cent.  The  Federal  Trade  Commission  says  that  the 
five  large  packers  kill,  in  round  numbers,  about  70  per  cent  of  the 
live  stock  that  are  slaughtered  in  inspected  houses;  that  is,  the  houses 
that  ship  meat  in  interstate  commerce. 

Now,  we  say  less  than  40  per  cent,  and  that  means  the  total  kill 
of  the  country,  including  inspected  houses,  the  local  packing  houses 
that  are  not  under  Government  inspection,  country  butchers,  and 
the  kill  on  the  farms. 
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Of  course,  there  is  no  question  at  all  but  what  we  come  in  direct 
competition  with  the  uninspected  houses  and  with  the  local  butchers, 
because  we  are  selling  meat  to  country  points  practically  through- 
out the  United  States.  We  are  covering  the  whole  country  and  we 
come  in  direct  competition  with  the  local  butcher. 
^  We  also  come  in  direct  competition,  or  I  will  say  indirect  competi- 
tion, with  the  kill  on  the  farms. 

The  farmer  always  has  the  choice  of  killing  his  own  stuff  or  ship- 

?ang  it  to  market,  and  really,  the  stuff  that  the  farmer  kills  on  the 
arm  has  an  effect  in  determining  the  price  of  meat  in  New  York 
City.  There  is  at  least  potential  or  indirect  competition  even  from 
the  animals  killed  on  the  farm,  so  that  I  say  that  we  come  in  com- 
petition with  the  kill  of  local  butchers  and  the  kill  on  the  farm, 
and  that,  therefore,  we  are  justified  in  saying  that  the  five  large 
packers  together  account  for  less  than  40  per  cent  of  the  total  meat 
supply  of  the  Nation. 

Tne  third  point  showing  competition  is  the  actvity  of  the  smaller 
packers. 

You  yourselves  have  found  out  that  the  small  packer  is  not  neces- 
sarily 90  small  after  all,  and  you  have  found  fcom  the  testimony  of 
representatives  of  the  smaller  packing  concerns  that  they  are  doing  a 
thriving  business. 

Now,  according  to  the  latest  figures,  there  are  some  335  packing 
houses  in  the  United  States  that  are  under  Government  inspection, 
and  the  five  large  packers  account  for,  I  believe,  65  of  the  335,  leaving 
270  packers  that  are  direct  competitors. 

In  addition  to  these  270,  there  are  a  great  many  small,  local  packing 
houses  that  do  not  ship  meat  in  interstate  commerce,  and  which,  there- 
fore, do  not  come  unaer  Government  inspection ;  a  great  many,  then« 
in  addition  to  the  270. 

In  this  connection  I  would  like  to  si)eak  of  the  large  packer  versus 
the  small  packer. 

This  is  a  matter  which  has  been  discussed  very  frequently  here  in 
the  committee,  and  the  question  has  been  asked.  How  can  the  small 
packer  compete?  I  believe  the  point  has  been  made  that  the  costs 
for  the  small  packer  must  be  as  low,  if  not  lower,  than  for  the  large 
packer. 

In  many  cases  their  operating  costs  undoubtedly  are  lower  than  for 
the  large  packer,  but  this  is  oecause,  principafly,  they  do  a  local 
business. 

They  do  not  have  branch  house  organizations  in  distant  markets. 
They  do  not  do  a  long-distance  business.  The  large  packer,  for  in- 
stance Swift  &  Co.,  has  a  large  and  expensive  selling  organization 
which  reaches  out  all  over  the  country.    There  have  got  to  be  large 

f)ackers  to  do  that  kind  of  a  business,  oecause  some  two-thirds  of  the 
ive  stock  is  produced  west  of  the  Mississippi  and  two-thirds  of  the 
consumers  are  in  the  eastern  part  of  the  country,  and  the  packiiur 
industry  has  got  to  be  so  organized  that  there  are  large  units  whicn 
take  the  surplus  of  the  West  m  carloads  and  trainloads  to  distributing 
depots  in  the  consuming  centers  of  the  East  and  distribute  from  lho» 
distributing  depots  or  oranch  houses,  even  delivering  to  the  retailer. 
The  small  local  packer  does  not  do  that.  He  simply  slaughters  and 
kills  locally.    Some  of  them,  of  course,  have  branched  out  to  neigfa- 
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boring  towns ;  some  concerns,  like  Kingan,  which  is  a  very  large  con- 
cern, distributes  ii^  distant  places;  but  most  of  the  small  packers  con- 
fine themselves  to  practically  a  local  .business. 

Another  thing,  they  do  what  we  call  an  "  in  and  out "  business  to 
a  large  extent;  that  is,  they  buy  when  prices  are  right,  when  it  looks 
as  though  they  can  make  a  profit,  and  they  stay  out  at  other  times. 

The  large  packer  has  a  re^lar  trade,  a  regular  set  of  customers, 
and  he  is  practically  responsible  to  them,  and  it  is  also  up  to  him  to 
absorb  the  receipts  that  come  to  the  large  markets,  and  he  has  to 
buy  from  day  to  day  whether  the  market  is  favorable  or  not.  The 
smaller  packer,  then,  has  an  advantage  over  the  large  packer  in  that 
respect. 

It  has  often  been  said  in  these  hearings  that  it  might  be  better  to 
have  a  large  number  of  small  packing  plants  scattered  through  the 
producing  sections  instead  of  having  the  business  concentrated  into 
a  few  large  establishments. 

This  is  a  very  interesting,  and,  it  seems  to  me,  important  ques- 
tion. 

M}'  answer  to  that  is,  that  in  the  first  place,  the  large  packers  them- 
selves are  perhaps  as  good  judges  of  the  best  relation  between  the 
location  and  size  of  packing  plants  and  their  proximity  to  the  pro- 
ducing sections  and  the  consuming  centers. 

Swift  &  Co.  alone  slaughters  live  stock  in  19  diflPerent  plants  in 
the  United  States.  We  have  experts  who  are  studying  that  problem 
all  the  time,  and  we  believe  we  have  brought  about  the  most  efficient 
and  economical  balance  between  the  supply  of  live  stock  on  the  one 
hand,  and  the  consuming  centers,  on  the  other.  In  other  words, 
we  are  studying  that  thing  all  the  time,  and  our  judgment  is  prob- 
ably as  good  as  the  judgment  of  any  one  else  in  the  country  on  that 
particular  matter. 

As  an  evidence  of  how  we  do  keep  our  eye  on  the  development  of 
producing  sections  and  locate  plants  where  it  appears  to  be  feasible 
and  >  economical,  I  will  call  your  attention  to  the  two  plants  we  have 
recently  established  in  the  South,  one  in  Georgia  and  one  in  Alabama. 

This  is  evidence  that  we  believe  there  is  a  future  in  the  live  stoclc 
industrv  down  there,  and  that  we  are  going  to  receive  an  ample  sup- 
plv  of  five  stock  to  operate  those  plants  economically. 

Xow,  apart  from  that,  there  are  very  definite  reasons  why  the 
small  plants  located  through  the  producing  sections  can  not  perform 
the  operation  as  economically  and  as  efficiently  as  we  can  in  our  fairly 
large  plants. 

The  first  reason  is  that  a  small  plant  located  out  in  the  country  is  at 
a  disadvantage  in  the  utilization  of  by-products.    A  small  plant  lo-  • 
rated  in  a  city  has  more  or  less  of  a  ready  market  for  many  of  its 
by-products,  but  it  can  not  handle  them  so  efficiently  if  it  is  way  out 
in  the  country. 

The  second,  and  a  very  important,  reason  is  that  the  small  plant 
out  in  the  country  can  not  get  a  regular  supply  of  animals.  The 
production  or  the  marketing  of  animals  is  seasonal  to  a  certain  ex- 
tent. 

Suppose  you  put  a  plant  out  in  Montana,  you  would  have  to  shut 
down  for  a  large  part  of  the  year.  About  the  only  time  they  would 
get  cattle  to  slaughter  there  would  be  in  the  fall.    There  is  no  corn 
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fed  stuff  out  there  that  is  fed  during  the  winter;  in  other  words,  the 
supply  would  be  fluctuating. 

Another  reason  is  that  many  sections  of  the'  country  specialize 
on  certain  kinds  of  animals.  A  packing  plant  out  in  Montana  would 
have  to  be  a  cattle-killing  plant ;  it  would  hardly  get  any  hogs  at  all. 
You  have  to  have  your  plant  located  so  as  to  get  different  kinds  of 
animals.  Furthermore,  a  small  plant  locatecT  out  in  the  country 
would  not  have  ample  railroad  facilities  for  a  distribution  of  its 
products.  It  would  be  difficult  to  get  a  supply  of  cars  when  needed. 
Furthermore,  very  likely  it  would  have  to  ship  in  only  one  direction, 
and  it  would  be  difficult  to  get  its  products  to  the  markets. 

Another  reason  is  that  the  labor  supply  out  in  the  country  is  not 
adequate  for  the  operation  of  a  packing  house  in  an  efficient  manner. 
And  perhaps  the  most  important  reason  of  all  is  that  a  small  packer 
located  out  in  a  j)roducing  section  could  not  possibly  build  up  a  sell- 
ing organization  in  distant  States  to  get  rid  of  Ixis  products  efficiently, 
as  does  the  large  packer.  He  could  not,  of  course,  slup  in  large  quan- 
tities. He  could  not  have  distributing  stations  in  different  cities. 
He  would  not  have  the  proper  assortment  of  animals,  nor  qualities 
of  animals,  to  take  care  oi  the  requirements  of  the  trade  and  to 
establish  a  trade  such  as  the  large  packers  develop.  And,  in  generaK 
he  could  not  in  any  way  get  next  to  the  market  and  distribute  his 
products  efficiently. 

In  that  connection  I  might  call  your  attention  to  this  fact,  that 
most  of  tlie  small  packing  houses  that  we  already  have  are  not 
located  out  in  coimtry  districts ;  most  of  them  are  in  cities,  where  thev 
are  right  in  contact  with  their  market,  where  they  can  practically  sefl 
right  from  their  packing-house  plant,  and  where  they  can  add  other 
lines  of  business,  on  which  they  depend  largely  for  their  profits,  such 
as  the  sausage  business.  They  could  not  possibly  do  this  if  they  were 
located  out  in  Montana  or  in  Nebraska.  There  they  could  not  de- 
velop a  market  for  these  products. 

Xow,  gentlemen  of  the  committee,  it  seems  to  me  that  these  reasons 
are  sufficient  to  show  why  it  would  not  be  economical — in  fact,  why  it 
would  be  practically  impossible — to  supplant  the  present  system  of 
fairly  large  houses  located,  by  the  way — the  most  of  them  at  least — in 
close  proximity  to  the  principal  live-stock  producing  i^ections;  it 
sliows,  as  I  started  to  say,  whj-  you  could  not  split  these  up  into  much 
smaller  units  and  spread  them  out  in  the  cattle-producing  territory 
and  gain  anything  in  efficiency.    It  would  be  absolutely  impossible. 

Xow,  genUemen  of  the  committee,  coming  back  to  the  evidences 
that  competition  exists,  I  want  to  call  your  attention  again  to  thf 
fact  that  because  there  are  dealers,  speculators,  shippers,  and  small 
packers  in  all  of  the  markets,  if  any  large  buyer,  or  group  of  buyers 
through  collusion,  tried  to  reduce  pieces,  there  would  always  be  some 
dealer  or  shipper  who  would  jump  in  and  buy  the  s?tuff  and  ship  it 
to  another  market. 

Also,  this  competition  between  markets  that  I  have  already  spoken 
of  is  a  very  important  factor.  When  you  come  to  study  the  phe- 
nomena of  price  determination  through  the  laws  of  supply  and  de- 
mand, you  will  find  that  competition  brings  about  equalization  of 
prices  in  the  different  markets,  taking  into  account,  of  course,  the 
freight  rates  fi-om  market  to  market.    There  is  a  general  basic  price 
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for  a  commodity.  In  the  case  of  live  stock  the  basic  price  is  at  Chi- 
cago. In  Chicago  the  live-stock  price  really  depends  upon  the  price 
of  meat  in  the  consuming  centers  of  the  East.  All  markets  auto- 
matically keep  in  line  with  the  basic  price,  depending  upon  freight 
rate  and  shrinkages  and  cost  to  transform  live  stock  into  meat  and 
the  sale  of  it  in  New  York  or  other  eastern  markets.  The  fact  that 
these  markets  keep  automatically  in  line  is  really  an  evidence  of  com- 
petition. If  there  were  not  free  competition  they  would  not  keep  in 
line. 

Another  evidence  is  that  the  prices  of  meats  and  live  stock  fluctu- 
ate together  and  that  you  will  alwajrs  find  an  economic  reason  for 
the  price  fluctuations,  either  in  variations  in  the  supply  of  live  stock 
or  variations  in  the  demand  for  meat.  They  fluctuate  along  to- 
gether, showing  that  the  prices  that  we  are  paying  for  live  stock 
depend  very  largely  upon  the  prices  that  we  can  get  for  live  stock 
in  the  form  of  meat. 

Another  very  positive  evidence  is  the  smallness  of  our  profit  and 
the  fact  that  those  profits  often  become  losses.  In  that  connection, 
I  want  to  call  your  attention  to  some  figures  which  we  are  presenting 
in  our  yearbook,  showing  how  pur  profits  vary  from  week  to  week 
and  how  they  often  become  losses.  If  you  will  open  the  1919  year- 
book at  the  center,  pages  30  and  31,  you  will  find  a  diagram.  On 
this  diagram  you  will  find  that  the  top  line  shows  the  price  we 
actually  got  for  dressed  beef  per  hundred  pounds,  by  weeks,  for  the 
year  ending  June  30,  1918.  The  second  line  shows  the  price  we 
actually  paid  for  live  cattle.*  The  third  line  shows  the  value  of 
by-products  per  100  pounds.  And  the  bottom  line,  and  the  one  to 
which  I  want  more  particularly  to  call  your  attention,  shows  our 
profit  per  100  pounds  from  dressed  beef,  including  returns  from 
hides  and  by-products. 

You  will  notice  how  the  prices  fluctuate.  The  first  week  you  will 
see  that  our  profit  is  shown  as  zero;  that  means  that  we  just  came 
out  even.  The  next  week  we  made  34  cents  per  100  pounds.  The 
next  week  is  zero.  The  next  week  we  lost  57  cents  per  100  pounds. 
If  you  take  the  weeks  that  we  came  out  at  zero  or  actually  suffered 
a  loss,  you  will  find  there  are  19  weeks  out  of  62  that  we  made  no 
profit  or  actually  lost  money.  To  my  mind  that  is  one  of  the  best 
evidences  you  can  find  that  there  is  no  control  of  prices  through 
agreement.  If  we  had  control  of  prices  we  wouldn't  let  that  happen ; 
we  would  undoubtedly  get  a  larger  margin  of  profit. 

.  Mr.  WiN8ix)w.  Are  the  members  of  the  committee  allowed  to 
interrupt  the  speaker? 

The  Chairman.  We  are  letting  him  go  along. 

Mr.  Weld.  Well,  Mr.  Chairman,  we  have  the  diagram  open  and  if 
there  is  some  question  asked  with  the  idea  of  bringing  out  some 
point  and  making  it  clearer,  it  might  be  better  to  nave  it  asked 
riffht  here. 

The  Chairman.  All  right. 

Mr.  WiNsiiOw.  I  want  to  ask,  if  there  is  no  objection,  if  this  chart 
that  is  presented  here^  has  ever  been  gone  over  by  any  of  these 
various  boards  of  inquiry  which  have  t^en  looking  over  the  affairs 
of  your  company? 

Mr.  Weld.  I  do  not  think  any  board  of  inquiry  has  ever  gone 
over  this  chart.    I  do  not  know  whether  the  Federal  Trade  Com- 


956         GOVERNMENT  CONTBOL  OF  MEAT-PACKING  INDUSTBY. 

mission,  in  the  i)arts  of  its  report  not  yet  published,  will  go  into 
this  matter  and  give  any  data  as  to  cost  and  profit  or  not. 

Mr.  WiNSLOw.  Have  they  had  access  to  this  information? 

Mr.  Weld.  They  have  had  access  to  these  figures  all  the  time. 

Mr.  Win  stow.  Figures  from  which  this  chart  is  made  up? 

Mr.  Weld.  Absolutely;  yes,  sir. 

The  Chairman.  You  may  proceed,  Mr.  Weld. 

Mr.  Weld.  Another  evidence  of  competition  is  the  fact  that  meat 
itself — ^that  is,  fresh  meat — is  perishable  and  that  the  price  thereof 
could  not  possibly  be  controlled.  The  demand  for  meat  varies  from 
week  to  week,  even  from  day  to  day.  That  is  something  that  is 
generally  overlooked  in  a  discussion  of  this  subject,  especially  on  the 
part  of  the  live-stock  producer.  All  he  can  see  is  that  he  sends  this 
stujff  to  market  and  that  it  is  bought  by  the  packer.  He  can  not  see 
beyond  the  packer,  and  does  not  see  that  the  packer  has  a  hard  time 
in  getting  rid  of  the  meat  at  a  price  which  yields  a  profit.  The  live- 
stock producer  does  not  know  the  difficulties  connected  with  the 
sale  of  fresh  meat ;  that  the  demand  varies  from  week  to  week,  and, 
as  I  have  said,  even  from  day  to  day. 

The  situation  in  New  York,  for  example,  will  change  almost  over- 
night. We  will  think  we  are  getting  along  all  right,  and  that  we  have 
enough  meat  to  last  out  the  week,  when  suddenly  we  may  find  our- 
selves overloaded,  and  we  have  to  drop  our  prices  in  order  to  sell  it. 
Fresh  meat  is  extremely  perishable.  We  must  sell  it  within  practi- 
cally a  couple  of  weeks  after  it  is  killed,  within  two  or  three  weeks 
at  the  outside.  Stuff  shipped  into  Philadelphia  or  to  New  York  is 
practically  all  sold  during  the  week  it  arrives. 

That  doesn't  mean  that  the  meat  wouldn't  be  edible  for  a  longer 
time,  for,  as  a  matter  of  fact,  the  meat  that  you  buy  in  a  hotel  has 
often  been  carried  in  the  cooler  for  sometimes  a  month.  But  the 
hotel  will  not  buv  it  unless  it  is  fresh.  A  hotel  will  oftentimes  buv  it 
fresh  and  ask  us  to  keep  it  in  the  cooler  for  two  or  three  weeks,  and 
by  that  time  it  is  covered  with  a  thick,  rich  mold,  and  if  you  were 
to  see  it  as  it  is  taken  out  of  the  cooler  you  wouldn't  want  to  eat  it 
at  all.  But  that  meat  is  in  fine  condition,  and  is  tasty  and  tender. 
But  we  can  not  sell  it  that  way ;  we  must  sell  it  fresh.  When  meat 
is  held  that  way,  it  is  held  by  the  buyer  or  the  individual  butcher  in 
his  own  cooler,  or  we  are  asked  to  keep  it  in  our  cooler  for  the  buyer. 
If  it  gets  moldy  while  we  still  own  it,  we  have  to  knock  perhaps  half 
a  cent  off  the  price ;  and  that  would  mean  a  loss  to  us. 

We  have  to  sell  our  meat  fresh  for  whatever  price  we  can  get  for 
it  If  we  have  too  much  meat  on  hand,  we  have  to  drop  the  price  in 
order  to  make  it  move,  and  if  we  have  not  enough  of  a  supply  on 
hand  to  last  out  the  period  competition  among  buyers  forces  tne  price 
up,  so  that  it  lasts  out.  The  price  of  live  stock  at  s^nj  one  time  de- 
pends very  largely  upon  the  price  we  can  get  for  that  live  stock  in 
the  form  of  meat. 

I  might  say  in  that  connection  that  we  can  not  put  beef  away  in 
the  freezer  to  any  extent  by  freezing  it  hard.  To  keep  beef  you 
have  to  freeze  it  hard.  Tliat  is  the  way  we  have  prepared  beef  to 
ship  to  our  Army  abroad  and  to  our  allies,  but  the  American  people 
do  not  seem  to  care  much  for  frozen  beef.  A  very  small  percentage 
of  all  beef  is  ordinarily  txfizen  and  put  away  for  indefinite  periods-- 
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probably  not  more  than  5  per  cent  of  the  supply.    The  American  peo- 
ple do  not  want  it,  and  therefore  we  can  not  hold  beef  in  that  way. 

Another  evidence  of  coinpetition  is  the  fact  that  the  different  pack- 
ers have  branch  houses  in  the  same  town.  That  is,  four  or  five  pack- 
ers will  be  represented  in  a  single  town,  each  with  a  branch  house, 
and  each  branch  house  has  its  corps  of  salesmen,  delivery  equipment, 
etc.  In  other  words,  because  of  the  competition  we  duplicate  facili- 
ties to  a  certain  extent.  There  might  possibly  be  some  saving  effected 
by  combining  these,  although  it  is  questionable  as  to  whether  we 
could  get  along  with  fewer  oranch  houses,  delivery  wagons,  and  so 
forth.  The  fact  that  we  have  competing  branch  houses,  delivery 
equipment,  and  salesmen,  is  evidence  that  we  are  in  competition. 

If  you  could  see  our  salesmen  going  around  to  the  retail  stores  and 
trying  to  sell  our  goods,  you  would  be  even  more  convinced  of  it. 
I  remember  one  instance  when  I  was  out  with  one  of  our  salesmen, 
and  he  went  into  a  retail  store  and  asked  the  dealer  how  he  was  fixed 
on  compound  that  day.  The  salesman  was  selling  it  by  the  barrel 
or  the  tierce  to  this  dealer.  The  dealer  said  he  had  enough  to  last 
10  days,  and  yet  our  salesman  booked  the  order.  I  said  to  the  sales- 
man, "why  do  you  do  that?  You  will  be  around  a  couple  of  times 
before  he  is  out."  The  salesman  said,  "Yes,  but  I  am  afraid  Mr. 
Armour's  man  or  somebody  else  will  come  around  and  take  the  order 
and  I  won't  get  it." 

Another  evidence  of  competition  is  that  retail  butchers  shop 
around  from  one  branch  to  another.  Many  retail  butchers  select 
their  own  meat,  and  they  will  come  to  one  branch  house  and  get 
the  price  there,  and  then  shop  around  from  the  branch  house  of  one 
packer,  to  the  branch  houses  of  other  packers.  They  certainly 
wouldn't  do  that  if  they  didn't  find  a  difference  in  prices.  In  fact, 
you  wouldn't  have  to  spend  very  much  time  in  our  branch  house  in 
Xew  York — and  I  remember  that  Mr.  Armour  invited  you  to  come 
to  Chicago  and  look  through  his  packing  house,  the  packing  house 
end  of  his  industry,  and  I  will  say  that  if  you  will  go  over  to  New 
York  and  spend  a  few  days  around  our  branch  houses,  and  see  how 
we  sell  our  meat,  you  will  be  more  convinced  of  the  competition  and 
rivalry  that  exists  in  this  business.  ^ 

Another  evidence  of  competition  is  the  skill  and  initiative  necessary 
in  running  one  of  these  branch  houses  in  order  to  make  it  pay.  If 
there  were  any  combination  or  agreement  tq  control  prices  we  would 
fix  the  price  and  the  margin  in  such  a  way  that  it  would  not  be 
necessary  to  use  such  ability  and  ingenuity  in  order  to  make  branch 
houses  pay.  That  is  something  that  you  would  see  if  you  came 
over  to  New  York,  or  any  of  the  large/  cities,  and  I  say  New  York 
simply  because  that  is  the  largest  market  and  we  have  more  branch 
houses  there. 

I  say,  gentlemen  of  the  committee,  these  are  all  evidences  of  com- 
petition. There  are  many  others  that  you  would  find  if  you  really 
got  out  into  the  stockyards  or  into  the  meat  markets. 

Also,  the  very  fact  that  we  keep  such  close  records  on  each  other, 
that  no  single  packer  has  gained  inordinately  on  the  other  in  the  buy- 
ing of  live  stock,  is  to  us  in  the  business  absolute  evidence  of  com-  • 
petition. 
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GOVERNMENT  COULDN'T  FIX  LI^-E-STOCK  PRICES. 

In  this  connection,  I  want  to  speak  about  the  proposition  of  fixing 
prices  on  live  stock  according  to  cost  plus  a  pront.  That  matter  has 
been  brought  up  here.  I  want  to  point  out  the  difficulties  in  the  way 
of  any  such  program.  The  reasons  why  it  would  be  impossible  ti> 
fix  the  price  of  live  stock  so  as  to  guarantee  to  the  producer  his  cost 
of  production  plus  a  reasonable  profit  may  be  stated  as  follows: 

The  first  reason  is  a  very  practical  one.  What  is  the  cost?  What 
method  of  cost  keeping  are  you  going  to  use?  There  will  be  various 
questions  as  to  what  items  you  are  going  to  include  as  cost.  Are  you 
going  to  take  the  cost  of  the  average  producer,  or  the  cost  of  the 
least  efficient  producer?  If  the  former,  what  is  the  cost  of  the  aTer- 
age  producer?  And  how  are  you  going  to  handle  the  different 
grades  and  qualities  of  animals?  Cattle,  for  example,  to-daj  are 
selling  all  the  way  from  about  7  to  20  cents  a  pound  in  Chicago. 
How  are  you  going  to  arrange  a  schedule  of  prices  so  as  to  take  care 
of  the  different  grades?  While  they  sell  all  the  way  from  7  to  20 
cents  a  pound,  they  do  not  go  up  by  definite  steps,  but  by  fractions 
of  a  cent  all  the  way  through.  Those  are  some  of  the  practical  diffi- 
culties in  the  way. 

Second,  who  is  going  to  detennine  what  price  the  live-stock  pro- 
ducer shall  receive  1  Are  you  going  to  have  a  Government  body  do 
that?  If  so,  I  should  hate  to  be  a  member  of  any  such  Government 
commission — one  that  had  to  decide  on  a  price  of  live  stock.  Are 
you  going  to  have  the  consumer  represented  on  such  a  commLssion  ? 
If  so,  how  much  weight  are  you  going  to  give  to  the  consumer's  end 
of  it? 

I  remember  when  they  fixed  the  price  of  wheat  they  had  a  com- 
mission composed  of  the  wheat-growing  interests  and  of  the  consum- 
ing interest,  and  that  the  consuming  interest  wanted  the  price  fixed,  I 
think,  at  $1.80  a  bushel,  while  the  producing  interests  wanted  the 
price  fixed  at  $2.50  a  bushel.  Finally,  I  think  they  reached  a  com- 
promise of  $2.20  a  bushel.  It  did  not  seem  to  me  that  that  was  a 
particularly  scientific  way  to  fix  the  price  to  be  paid  to  the  farmers. 

The.  third  reason,  and  a  fundamental  economic  reason  is,  that  you 
can  not  fix  prices  for  live  stock  because  that  really  involves  the  fixing 
of  meat  prices  and  the  control  of  demand. 

As  I  have  already  pointed  out,  meat  prices  can  not  be  fixed.  The 
demand  varies,  and  the  product  is  perishable,  and  you  can  not  make 
people  eat  meat  at  fixea  prices.  The  price  becomes  adjusted  from 
week  to  week  and  even  from  day  to  day,  so  as  to  bring  about  just  a 
proper  balance  between  supply  and  demand.  The  price  becomes  ad- 
justed so  that  all  live  stock  that  comes  to  the  market  is  cleared  in 
the  form  of  meat.  Given  a  certain  supply  of  live  stock,  this  live  stock 
brings  the  highest  price  in  the  market  that  will  clear  the  supply  in 
the  form  of  meat.  Our  profits  prove  that.  That  is,  the  amallne^ 
of  our  profits  proves  that.  That  is  to  say,  that  live  stock  gets  the 
highest  price  tnat  it  is  possible  to  pay  and  still  clear  it  in  -the  form 
of  meat  in  the  consuming  markets.  A  fixed  price  for  live  stock 
would  result  in  either  too  large  a  supply  of  live  stock,  or  too  small  a 
supply  of  live  stock.  If  there  is  too  lar^e  a  supply  of  live  stock,  Uie 
price  of  meat  would  have  to  be  lowered  in  order  to  clear  the  supply. 
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This,  of  course,  would  mean  a  loss  to  the  packer.  You  would  have  to 
^arantee  a  profit  to  the  packer  in  order  to  keep  him  in  business  if 
you  fix  the  price  on  live  stock.  That  is  a  fundamental  economic  rea- 
son why  you  can  not  fix  the  price  on  live  stock. 

Now,  the  fourth  reason  is  that  the  fixing  of  prices  on  live  stock* 
would  immediately  raise  the  question  of  tariff  duties  on  live  stock. 
If  you  fixed  a  price  on  live  stock,  you  would  have  to  protect  that 
price  from  foreign  competition.  You  would  immediately  raise  the 
question  of  duties. 

And  the  fifth  reason  is  that  if  you  fix  tlie  price  on  live  stock  you 
would  immediately  raise  the  question  of  price  fixing  on  all  other 
commodities.  There  is  no  more  reason  why  the  live-stock  producer 
should  be  guaranteed  a  price  that  covers  his  cost,  plus  a  profit,  than 
that  the  cotton  producer  or  the  wheat  producer  should  be  guaranteed 
such  a  price.  If  you  do  it  for  live  stock,  you  immediately  open  up 
the  question  of  governmental  price  fixing  for  all  commodities,  and 
not  onlv  prices  on  farm  products,  but  me  thing  would  be  just  as 
applicable  to  the  price  of  coal  and  of  iron  and  oi  other  products  of 
the  earth,  and  also  the  question  would  come  up  with  regard  to  manu- 
factured products.  There*  is  no  more  reason  in  the  world  why  the 
live-stock  producer  should  be  guaranteed  a  price  that  will  cover  his 
cost,  plus  a  profit,  than  there  is  that  producers  of  all  other  commodi- 
ties should  be  guaranteed  prices  that  would  cover  cost  and  profit. 
This  is  an  extremely  fundamental  point  in  connection  with  this  whole 
matter  and  it  seems  to  me  high  time  that  some  of  these  things  should 
be  imderstood  and  cleared  up.  These  are  fundamental  propositions 
that  the  agitators  against  the  packers  and  for  legislation  of  this  sort 
absolutely  ignore.  These  are  propositions,  wlien  you  get  right  down 
ro  it,  that  you  can  not  possibly  get  away  from.  And  it  is  high  time 
that  more  attention  were  paid  to  these  fundamental  economic  propo- 
sitions, because  the  whole  question  of  legislation  against  the  packing 
industry  depends  upon  them  so  vitally. 

PROFITS  OF  SWIFT  A  CO. 

So  much  for  the  question  of  price  fixing.  Now,  with  regard  to  the 
profits  of  Swift  &  Co.  and  their  bearing  on  the  question  of  legislation : 

This  matter,  I  believe,  is  fundamental,  because  the  demand  for 
legislation  is  largely  the  result  of  the  belief  that  the  packers'  profits 
account  for  either  high  meat  prices  or  low  live-stock  prices,  depend- 
ing entirely  upon  one's  point  of  view. 

The  financial  statement  of  Swift  &  Co.  for  1918  has  already  been 
placed  in  your  hands,  and  that  shows  how  small  our  profit  isi  on 
sales  and  how  small  it  is  on  the  total  investment. 

I  will  not  stop  to  go  into  that  now,  but  I  want  to  say  a  word 
about  our  war  profits,  as  compared  with  prewar  profits  in  the  pack-  * 
ing  business  and  in  other  industries. 

I  have  compiled  here  a  statement,  somewhat  similar,  I  believe,  to 
the  statement  introduced  by  Mr.  Armour,  althougli  this  statement 
merely  purports  to  show  the  increase  of  our  war  profits  over  our  pre- 
war profits,  as  compared  with  the  increase  in  profits  in  other  lines  of 
business.  These  figures  prove  that  our  war  profits  in  the  packing 
industry  are  not  out  of  line  with  the  war  profits  of  large  corporations 
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in  Other  fields.  For  example,  taking  the  three-vear  average  for  1915, 
1916,  and  1917 — ^thriae  war  years — as  compared  with  three  years  be- 
fore the  wai^-1912,  1913,  and  1914— Swift  &  Co.'s  profits,  without 
deducting  the  tax,  increased  176  per  cent;  that  is,  the  average  three- 
year  war  profit  was  176  per  cent  greater  than  the  average  three-year 
prewar  profit. 

Mr.  Decker.  When  you  refer  to  "  prewar,"  you  mean  before  the 
European  war  began  and  not  before  our  entrance  into  that  war? 

Mr.  Weld.  Yes,  sir;  the  vears  1912,  1913,  and  1914.  Of  course, 
1914  covers  a  part  of  the  European  war  period,  but  our  industries 
were  not  affected,  in  fact,  they  were  advei-sely  affected  if  anything, 
for  the  first  three  or  four  months  after  the  war  began  in  1914. 

The  war  profits  of  International  Paper  increased  ir)3  per  cent, 
while  oura  increased  176  per  cent.  United  States  Steel  increased  139 
per  cent.  American  Woolen  Company  increased  398  per  cent,  as  com- 
pared with  out  176  per  cent.  American  Brass  increased  329  per  cent 
against  our  176  per  cent.  Bethlehem  Steel  increased  409  per  cent  as 
compared  with  our  176  per  cent.  American  Car  &  Foundry  increased 
170  per  cent  Anaconda  Copper  increased  275  per  cent.  This 
is  merely  to  indicate  that  our  war  profits  are  not  out  of  line 
with  the  profits  in  other  industries.  I  introduce  this  because  there  in 
a  general  feeling  that  the  packers  have  obtained  extremely  large 
profits  during  the  war,  and  that  those  profits  have  been  out  of  line 
with  the  profits  which  have  ol)tained  in  other  industries. 

I  also  want  to  explain  that  these  war  profits  had  to  be  lar^r  than 
usual.  It  has  been  absolutely  necessary,  in  order  that  the  industry 
might  maintain  its  efiiciency,  and  finance  its  operations,  and  at  the 
same  time  meet  the  denuinds  upon  it.  But  I  want  to  further  ejcplain, 
in  the  first  place,  that  these  profits  that  we  speak  of  are  largely  book 
profits,  that  is,  paper  profits:  they  are  not  profits  that  have  turned 
up  in  cash.  At  the  end  of  the  fiscal  year  we  have  to  take  the  value  of 
our  inventories  into  account,  of  course,  in  determining  our  profits. 
At  the  end  of  this  last  year  we  had  about  $170,000,000  tied  up  in 
goods  in  process  of  manufacture  aAd  on  their  way  to  market 

Just  tlunk  of  it !  The  profits  that  we  showed  upon  our  books  de- 
pended very  largely  upon  the  value  of  these  inventories  at  the  time 
of  that  cut-off.  We  might  earn  this  and  we  might  not.  Tlie  chances 
are  that  we  will  not,  because  in  the  long  run  our  inventories  are 
absolutely  bound  to  decrease  in  value  as  prices  in  general  begin  to 
decreas4\  and  when  that  will  come  wc  do  not  know.  Not  only  that, 
but  this  $170/H)0,000  of  inventories  means  that  we  require  very"  large 
sums  of  uioney  to  finance  them,  to  say  nothing  of  our  account*?  re- 
ceivable, and  other  matters  that  we  have  to  nuance,  for  which  we 
liave  to  borrow  huge  sums  of  money.  Our  profits  are  largely  tied 
up,  therefore,  in  those  inventories.  Also,  out  of  these  profits  we  havi» 
had  to  provide  for  expansion  and  improvements  and  changes  in 
equipment  to  conform  with  war  demands  as  made  bv  our  own  Army 
and  the  allies.  In  other  words,  these  larger  profits  during  war  times 
have  been  absolutely  e<-ential ;  and  these  larger  profits  have  not  given 
us  enough  money  to  finance  the  business,  for  we  have  had  to  increase 
our  iKirrowinps  tremendously,  and  to  raise  more  cash  by  selling  capi* 
tal  >tock  in  order  to  carry  these  heavy  expenditures  and  finance  Uie 
busine-s,  and  maintain  eiEciency. 
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I  now  present  this  statement  to  be  incorporated  in  my  remarks : 

WAR  FBOFire   OF  8W1FT  t   CO.   COMPARED   WITH    WAR  PROFITS    OF   OTHEB  INDUSTBma. 

In  Its  report  on  "  Profiteering  "  the  Federal  Trade  Commission  made  an  unfair 
<'oinparlsoti  of  the  war  profits  of  four  large  packers  during  the  war,  with  the 
profits  before  the  war.  They  compare  a  three-year  war  profit  with  an  average 
(^ne-year  prewar  profit.  The  only  possible  reason  for  making  such  a  comparison 
was  to  (Tlve  an  exaggerated  Idea  of  the  packers'  war  profits. 

Mr.  Chase,  of  the  Federal  Trade  CommlSHlon.  Introduced  flKures  before  the 
Senate  Committee  on  Agriculture  to  show  that  Swift  &  Co.'s  proAts  during  the 
wur  were  much  greater  than  during  the  years  before  the  war.  This  statement 
was  unfair  In  many  ways,  but  one  intere^lng  feature  of  this  statement  was 
that  no  reference  was  made  to  profits  made  In  other  industries. 

The  following  statement  Is  presented  merely  to  siiow  that  the  increase  in 
Swift  &  Co.'s  proflta  during  the  war  was  In  line  with  what  took  place  in  other 
industries.  No  attempt  is  made  In  this  statement  to  compare  profits  on  invest- 
ments or  on  sales.  As  a  proportion  of  sales,  Swift  &  Co.'s  profit  would  probably 
stiow  smallest  of  any  large  Industry  in  the  country ;  in  other  words,  profits  are  a 
smaller  element  of  prices  in  the  packing  Industry  than  In  any  other  Industry. 

The  following  table  gives  the  percentage  Increase  of  the  average  three-year 
wur  profit  over  the  average  three-year  prewar  profit;  figures  taken  from 
Mo4Hly's  Manual  of  Industrials: 

Prewar  profit  for  Stoift  <t  Co.  and  for  variou*  other  large  corporationt. 
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6,195,000 
37,837009 
5,330,000 

1,115,000 
<.B45,000 

'  War  taxes  not  deducted. 


Now,  a  word  about  the  effect  of  profits  on  prices:  ■ 

I  want  to  explain  wiiy  we  say  so  much  about  our  profits  In  relation  to  our 
sales.  We  speak  of  our  profits  this  last  year  In  the  meat  department  as  2  cents 
on  each  dollar  of  sales,  or  about  2  per  cent  of  sales ;  but  some  people  crltlcliie 
that  and  say,  "  We  are  not  interested  in  what  your  profit  Is  on  Rales,  but  what 
it  Is  OD  capital  or  Inve^tnlent."  There  are  two  ways  to  consider  profit:  The 
first  is,  compare  them  with  sales :  and,  second,  compare  them  with  iuveatment. 
We  speak  of  our  profit  on  sales  for  the  simple  reason  that  wiien  you  are 
meflsurlng  the  effect  of  profit  on  prices,  the  only  way  you  can  do  it  Is  to  com- 
pare them  with  sales  or  per  pound  of  product.  The  fact  that  our  profit  Is  only 
2  cents  on  each  dollar  of  sales,  or  a  quarter  of  a  cent  per  pound  on  beef,  shows 
absolutely  that  our  profits  have  practically  no  effect  on  prices.  That  is  the 
Important  point  we  are  trying  to  get  across,  because  the  consumer  thinks  the 
high  price  of  meat  Is  due  to  the  packers'  profits,  and  the  Hve-Btnck  raiser 
thinks  he  isn't  getting  as  much  ds  he  ought  to  for  his  live  stock,  because  he 
thinks  we  are  making  a  large  profit.  I  say,  when  we  can  sliow,  as  we  do  show, 
that  our  profit  la  2  cents  on  each  dollar  of  sales,  or  a  (guarter  of  a  cent  on  a 
pound  of  meat,  this  absolutely  disproves  the  general  belief  that  our  profits  ac- 
count for  the  high  price  of  meat  or  the  low  price  of  live  stock. 

The  Federal  Trade  Commissioa  has  done  Its  best  to  belittle  our  figures 
where  we  show  our  profit  is  only  a  quarter  of  a  cent  per  pound  of  meat,  or  2 
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cents  on  each  dollar  of  sales.    They  tried  to  discredit  those  figures  at  one  time 
by  comparing  onr  beef  profit  with  the  profit  on  anthracite  coal.    They  suid  thai 
a  quarter  of  a  cent  a  pound  on  beef  means  $5  per  ton,  whereas,  they  said, 
the  profit  on  a  ton  of  coal  is  only  about  25  cents.     But  the  Federal  Trade 
Commission  failed  to  explain  that  a  ton  of  beef  is  worth  about  $400,  whereas 
a  ton  of  coal  is  worth  only  about  $7.    In  other  words,  $5  profit  on  $400  worth 
of  meat  at  the  wholesale  price  is  only  IJ  per  cent,  whereas  a  25-cent  i»roflt 
on  a  $7  ton  of  coal,  wholesale  price  at  tidewater,  is  over  3i  per  cent.     In 
other  words,  the  profit  on  beef  is  a  smaller  factor  in  the  price  than  Is  lb** 
profit  on  coal.    You  could  cut  our  profits  out  entirely  and  you  would  not  noti<v 
a  differenre  in  the  price  of  live  stock  or  meat-    This  is  an  extremely  importuut 
and  fundamental  fact  in  connection ♦  with  this  whole  question  about  the  pack- 
ing Industry. 

In  this  connection,  I  want  to  call  your  attention  to  some  other 
figures  in  this  year  book,  and  I  will  ask  you  to  turn  to  page  47. 

The  Chairmax.  My  book  is  not  numbered.  What  is  the  title  or 
the  subject  ? 

Mr.  Weld.  It  is  in  connection  with  the  profits  on  beef.  On  page 
46  there  is  shown  a  Swift  dollar.  You  can  use  that  to  find  the  place, 
and  there  is  a  diagram  on  the  page  to  the  right. 

This  diagram  that  I  want  to  call  attention  to  shows  as  follows : 

The  first  line  at  the  top  indicates  the  average  price  per  head  that 
we  paid  for  live  cattle  during  1918,  which  was  $92.70. 

The  next  line  shows  the  price  we  received  for  the  meat,  which  was 
only  $81.45.  In  other  words,  we  sold  the  carcass  for  less  than  we  paid 
for  the  live  animal.  That  is  always  the  case.  We  sell  the  meat  irom 
the  animal  for  less  than  we  pay  for  the  live  animal.  But,  of  course, 
in  addition  to  the  carcass  we  get  something  for  byproducts,  and  in 
1918  that  amounted  to  $22.06.  That  brings  the  total  receipts  for  each 
animal  to  $103.51.  Now,  if  you  will  compare  that  with  tne  first  line 
showing  that  we  paid  $92.70  for  each  animal,  you  will  find  a  gross 
margin  of  $10.81  per  head,  shown  on  the  next  Ime. 

The  next  line  shows  our  expenses,  $9.79.  That  covers  the  expense 
of  slaughtering  and  dressing  and  preparing  for  the  market;  the 
freight  to  points  all  over  the  United  States;  and  the  selling  expeD.se 
through  our  branch  houses,  including  even  delivery  to  retail  stores. 

There  was  left  a  profit  per  head  of  $1.02,  which  is  somewhere  around 
a  quarter  of  a  cent  a  pound  for  the  meat,  or  about  one-eighth  of  a 
cent  a  pound  on  the  live  stock,  because  only  a  little  over  60  per  cent 
of  the  animal  emerges  as  meat.  Therefore,  the  profit  would  be  really 
about  an  eighth  of  a  cent  per  pound  of  live  animal.  We  were  paying 
all  the  way  from  $7  or  $8  to  $20  per  100  pounds  for  the  live  ammal 
last  year.  *  If  we  had  paid  12  cents  more  per  hundred  pounds  we 
wouldn't  have  had  any  profit  at  all.  Out  of  this  $1.02  we  have  to  pay 
interest  on  borrowed  money  and  interest  on  capital  in  the  form  of 
dividends. 

Mr.  Montague.  What  do  you  include  for  profit  to  make  up  the  2 
per  cent? 

Mr.  Weu).  This  is  $1.02  per  head  for  animals  and  is  not  on  the 
same  basis  at  all. 

In  that  connection,  you  might  be  interested  in  a  diagram  shown  on 
the  opposite  page,  headed,  "The  Swift  Dollar.''  Out  of  our  total 
sales  of  meat  profits  about  85  per  cent  goes  to  the  live  stock  raiser: 
about  13  per  cent  goes  for  packing  house  expenses,  labor,  freight,  and 
sale  expenses,  and  our  profit  is  2.04  per  cent  on  sales,  or,  as  we  have 
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expressed  it.  2.04  cents  on  each  dollar  of  sales.  For  cattle  it  is  higher 
than  that ;  tnat  is,  the  percentage  that  goes  to  the  stock  raiser.  About 
DO  per  cent  of  our  receipts  from  cattle  products  go  to  the  cattlie 
raisers. 

Mr.  Montague.  What  do  you  embrace  in  the  word  "  cattle? " 

Mr.  Weld.  All  cattle,  all  grades  and  all  kinds. 

Mr.  Montague.  You  do  not  embrace  sheep? 

Mr.  Weld.  No,  sir;  we  do  not  embrace  sheep  in  that. 

Mr.  Montague.  Sheep  and  hogs  are  excluded  ? 

Mr.  Weld.  In  this  Swift  dollar,  all  kinds  of  live  stock  are  included. 

Mr.  DoREMus.  What  is  the'  average  weight  of  a  head  of  cattle? 

Mr.  Weld.  I  do  not  know  what  the  average  weight  was  last  year, 
but  I  should  say  under  a  thousand  pounds.  I  will  ask  some  one  here 
to  tell  me.    I  am  informed  that  it  was  950  pounds. 

While  we  have  this  book  open,  you  might  also  be  interested  in  page 
49.  This  matter  came  up  in  these  hearings  the  other  day,  and  it  occur- 
red to  me  you  might  be  interested  in  this  diagram  showing  the  retail 
margin  on  meat.  It  shows  why  prices  vary  to  such  an  extent  for  the 
different  cuts  of  meat. 

The  vertical  scale  shows  the  prices  per  pound.  These  are  from 
some  tests  that  were  made  in  Chicago,  for  some  average  carcasses 
selling  at  20  cents  a  pound.  When  we  sell  a  side  of  beef  at  20  cents  a 
pound,  you  will  see  that  the  average  retail  selling  price  is  only 
about  25  cents  a  pound,  even  though  the  retailer  charges  45  cents 
a  pound  for  the  porterhouse  and  club  steaks.  You  will  notice  that 
porterhouse  and  sirloin  together  account  for  only  about  16  per  cent 
of  the  total  of  the  animal.  And  the  retailer  gets  for  the  chuck  and 
the  plate  and  miscellaneous  cuts,  shown  at  the  right  of  the  diagram, 
a  price  lower  than  the  average  price  he  gets  for  the  whole  carcass. 
That  shows  the  relative  weights  of  the  different  parts  of  the  side 
of  beef,  and  also  the  prices  for  the  different  cuts.  The  vertical  gcale 
shows  the  prices  and  the  horizontal  scale  at  the  bottom  shows  the 
actual  number  of  pounds  and  the  percentage  that  each  cut  is  of  the 
total. 

In  other  words,  when  a  person  says  that  cattle  are  selling  Chicago 
for  15  or  16  cents,  and  he  has  to  pay  50  cents  for  porterhouse  steak, 
and  tries  to  draw  a  comparison,  I  want  to  say  that  that  is  absolutely 
an  unfair  comparison.  That  cioes  not  amount  to  anything  at  all. 
For  an  animal  like  this  we  would  pay  about  15  cents,  and  we  would 
sell  the  carcass  for  about  20  cents,  and  the  retailer  would  get  an 
average  of  about  25  or  26  cents  a  pound  for  all  the  meat  from  that 
carcass,  but  he  would  have  to  get  45  ceiits  for  the  porterhouse.  You 
can  readily  see  that  if  he  sold  all*  of  the  different  cuts  at  the  same 
price,  everybody  would  buy  porterhouse  and  sirloin  and  the. stew- 
ing cuts  would  be  a  drug  on  the  market. 

One  other  point  in  connection  with  these  beef  profits : 

It  has  been  so  frequently  stated  that  Swift  &  Co.'s  profits  as  pub- 
lished are  misleading,  and  that  this  small  profit  on  beef  does  not 
amount  to  anything  because  they  make  such  large  profits  on  by- 
products. It  has  been  said  that  we  treat  our  accounts  in  such  a  way 
as  to  show  a  small  profit  on  beef  and  that  we  make  huge  profits  on 
by-products.  Let  me  explain  that  these  profits  on  beef  include  all 
profits  on  packing  house  by-products.  That  does  not  mean  that  they 
include  profit  on  leather,  or  profit  on  soap,  but  it  does  not  mean  that 
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they  include  profit  on  cured  hides  and  on  tallow,  and  prepared  grease 
that  fi;oes  to  the  soap  department,  and  refined  oleo  oil  that  goes  to 
the  oleomargarine  department. 
'     Mr.  Montague.  Does  it  include  glue  ? 

Mr.  Weu>.  Yes,  sir;  prepared  stock  for  the  glue  factory,  but  not 
the  profit  on  the  glue  itself.  Our  soap  department,  for  example. 
buys  only  about  1^  per  cent  of  its  raw  material  from  our  packing 
house  dcpaitment.  There  would  be  no  sense  in  including  the  profit 
of  our  soap  factory  with  our  profit  on  beef.  That  wouldn't  teach 
us  anything.  All  our  accounts  are  constructed  in  such  a  way  as  to 
teach  us  how  we  are  getting  along  in  our  different  departments.  The 
refining  of  oico  oil  is  a  pail  of  our  slaughtering  operation;  th<5 
profits  on  meat  include  the  profit  on  oleo  oil,  talfow,  cured  hides, 
etc.  It  takes  about  a  month  to  cure  a  hide.  We  have  to  keep  a  lot  of 
money  tied  up,  and  we  have  cellars  with  himdreds  of  thousaml<^  of 
hides  in  them  all  the  time;  but  our  expenses  and  profits  are  include<] 
in  our  beef  figures.  But  beyond  the  hides,  they  go  to  the  leather 
tannery,  and  that  is  a  separate  business.  The  profits  on  leather 
are  not  included.  When  we  say  that  we  include  in  our  beef  profit*^ 
the  profits  on  by-pix>ducts,  that  statement  is  absolutely  and  strictly 
correct.  It  would  mean  nothing  if  we  also  included  the  profits  of 
separate  industries  which  draw  a  part  of  their  raw  materials  from 
our  packing  houses 

Mr.  Hamilton  (interposing).  At  this  point  I  would  like  to  ask 
the  witness  to  present  a  list  of  by-products. 

Mr.  Weld.  We  shall  have  to  send  for  a  complete  list,  but  I  shall 
be  very  clad  to  include  that. 

Mr.  liAMiLTox.  When  you  correct  your  statement,  please  im-^jr- 
porate  such  list  in  it. 

Mr.  Weld.  All  right.  I  have  spoken  of  this  because  there  has 
been  some  misunderstanding  and  some  criticism  of  our  figures  on  the 
ground  that  they  are  misleading  and  do  not  include  profits  on  by- 
products. 

I.IMT   OV    nY-PB<mV<T8   OK   t'ATTLK,    CAL\TC8,    8HE»7,    A  WO   H008. 

Actual  pnKHHMis  inclu<l<Ml  In  profits  of  slaughter,  whether  sold  to  outside  cod- 
ceriiA  or  to  otlier  doimrtinciits  or  subHldlary  concerns  of  Swift  h  Co.  at  actual 
market  vuluen. 

Cattlr. — Hidt's.  oW>  oil,  sti^rlne,  tiillow.  f^rease,  noatVfoot  oil,  tonffuec 
mvltches.  tririe,  drltMl  hlcMMl,  livers,  hearts,  tails,  swet^tbreads,  cheek  meat«  Iwad 
meat,  ear  jrlands,  ox  Uim,  brains,  Imnes,  horns,  hornplths,  tankage,  coDcentnted 
tankage,  casingH.  weasands,  and  weasand  meat 

Cnlf. — <Meo  oil.  stearlne,  tallow,  tongu<^.  blood,  bones,  head  meat,  che^k 
niiMit.  braUiB,  fav***»t broads,  plucks  and  rennets,  heads  and  ft^t  concentrate 
and  rfmimen'lal  tankage,  neat*s-foot  oil,  and  skins  (usually  sold  with  thi* 
can'ass). 

.sVtrrp.— IVIfs.  oliH>  oil,  stearlne.  tallow,  tongues,  blood,  caslnga*  brains, 
plucks.  sw<*<*t breads,  head  meat,  cheek  meat,  commercial  and  concentratp*! 
tankage,  and  lK»n<»s. 

Hoo.—UUmhX,  c«)niniorrlal  and  concentrated  tankage,  hair,  casings,  pluck«, 
gnmse,  chitterlings,  tripe,  brains,  ami  hearts. 

Now,  that  brinps  me  to  my  fourth  general  subject,  the  features  of 
the  proposed  legislation. 

The  Chairman.  That  is  exceedingly  interesting,  that  part  of  il. 
and  I  ^*ill  \ye  glad  to  hear  about  that. 
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THE  PROPOSED  BILiL. 

Mr.  Weu).  Well,  the  bill  provides  for  government  acquisition  of 
cars,  stock  yards,  branch  houses,  and  cold  storages.  Whether  it  also 
provides  for  the  acquisition  of  packing  plants  I  am  not  sure ;  judging 
from  Mr.  Colver's  description  of  the  bill,  it  was  apj)arently  not  the 
intention  to  include  the  actual  acquisition  of  i)aclang  houses,  but 
there  is  very  serious  question  whether  the  provisions  could  not  be  so 
interpreted  as  to  include  the  actual  purchase  of  packing  houses. 

Then  the  license  features  of  the  bill  are  made  to  give  blanket  power 
of  control  over  the  packing  industry:  The  powers  are  not  limited  in 
any  way  in  the  bill;  they  give  absolute  power  to  the  government  to 
do  whatsoever  it  will. 

Then  specifically  it  provides  that  the  government  may  supervise 
the  relation  between  the  handling  of  packing  house  products  and. 
other  products.  That  is  not  the  exact  wording,  but  it  is  intended  to 
give  the  government  power  to  say  what  products  we  may  or  may  not 
handle. 

These  are  the  outstanding  features  of  the  bill,  it  seems  to  me.  I 
was  planning  to  take  up  first  refrigerator  and  stock  cars,  then  stock 
yards,  and  then  branch  houses,  and  then  the  handling  of  other  than 
meat  products. 

BEFBIQERATOR  CARS. 

Refrigerator  cars  and  stock  cars  have  been  pretty  well  covered 
already. 

It  has  been  explained  to  you  fully  why  refrigerator  cars  are  owned 
by  the  packers — ^because  the  railroads,  in  the  first  place,  refused  to 
build  them. 

We  have  shown  you  that  refrigerator  cars  are  a  losing  proposition 
to  us  financially.  We  have  shown  you  that  there  are,  however,  certain 
distinct  advantages  in  packer  ownership  and  operation  of  such  cars. 
We  have  a  transportation  department  that  distributes  the  cars  effi- 
ciently to  our  different  plants — to  different  parts  of  the  country  as 
thev  are  needed.  This  transportation  department  keeps  after  the  cars 
ana  sees  that  they  are  kept  in  good  condition,  that  they  are  promptly 
moved,  and  that  no  time  is  lost,  as  they  move  about  the  country. 

The  Interstate  Commerce  Commission  apparently  does  not  agree 
with  the  Federal  Trade  Commission  with  regard  to  refrigerator  cars. 
Some  points  have  been  quoted  to  you  from  its  recent  decision,  but 
there  are  one  or  two  outstanding  paragraphs  of  that  decision  that  I 
would  like  to  read  to  you. 

On  page  673,  of  the  recent  report  of  the  Interstate  Commerce  Com- 
mission, dated  July  81,  1918,  the  commission  says: 

The  system  of  the  use  and  supply  of  private  cars  that  now  exists  cannot  be 
at  once  and  radically  changed  without  serious  consequences  to  shippers,  carriers, 
and  the  public. 

On  page  683,  the  Interstate  Commerce  Commission  says: 

As  a  rule,  carriers  have  never  furnished  these  cars,  and  It  has  come  to  be 
mutually  understood  that  they  should  not  do  so.  The  oil  refiner  and  meat  packer 
demand  an  adequate  supply  of  cars  at  all  times.  It  is  conceded  by  shippers  that 
neither  an  adequate  supply  nor  an  efficient  distribution  can  be  afforded  by 
carriers.    The  requirement  has  been  that  there  shall  be  the  most  efficient  use 
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of  tank  and  refrigerator  cars,  which  has  been  one  of  the  results  of  private  own- 
ership. While  this  has  undoubtedly  been  of  benellt  to  carriers,  It  has  been  of 
incalculable  benefit  to  shippers  as  well. 

Again  on  page  691,  the  Interstate  Commerce  Commissioii  also  re- 
ports: 

These  great  shippers  of  perishable  articles  have  used  to  title  fulleit  exteot 
their  splendidlj^  effective  organizations  to  secure  prompt  service  for  their  can 
used  in  shipments  of  their  products. 

Now,  the  point  has  been  made  that  the  cars  of  the  large  packers 
make  better  mileage  than  the  cars  of  the  smaller  packers.  And  the 
implication  at  least  is  that  that  means  discrimination  against  the 
smaller  packer.  The  reason  for  the  better  mileage  of  the  cars  of  the 
large  packer  are,  first,  better  supervision,  which  I  have  already  re- 
f  erred  to. 

Second,  there  are  more  solid  trainloads  and  regular  routes  and 
shipments  on  the  part  of  the  large  packers  than  on  the  part  of  the 
smaller  packers.  That  in  itself  is  sufficient  reason  to  account  for  a 
vast  difference  in  the  mileage  made  by  the  cars.  The  cars  of  the 
large  packers,  you  know,  move  in  solid  trainloads,  on  rapid  schedules* 
from  Chicago  to  New  York,  for  example.  They  move  rapidly  for 
freight  trains,  and  they  are  sent  back  promptly .*^  A  smaller  packer 
ships  a  car  now  to  one  point  and  at  another  time  another  point 
He  doesn't  have  a  regular  business,  and  his  cars  do  not  move  on  regu- 
lar schedules,  over  regular  routes,  nor  in  solid  trainloads. 

Mr.  Hamilton.    Do  your  refrigerator  cars  that  go  to  New  York 
come  back  empty? 
Mr.  Weld.  Usually,  yes. 
Mr.  Hamilton.  Why? 

Mr.  W£ii>.  In  the  first  place,  the  kind  of  goods  that  you  carry  in 
refrigerator  cars  does  not  move  from  east  to  west.  That  is  the  ferst 
and  most  important  reason. 

The  second  reason  is,  that  goods  such  as  do  move  from  east  to  west 
would  be  either  injured  themselves  by  the  dampness  of  a  refrigerator 
car,  or  they  would  contaminate  the  car  for  our  use. 

And  the  third  reason  is,  that  it  is  necessary  to  get  the  utmost 
utility  out  of  these  cars.  That  is,  that  we  have  to  have  them  moved 
back  promptly  in  order  to  keep  our  meat  supply  going  east. 

Mr.  Hamilton.  When  you  do  carry  them  loaded  from  east  to  west, 
what  are  the}'  loaded  with? 

Mr.  Weld.  I  do  not  know.  I  could  not  answer  that,  but  I  can  find 
out. 
Mr.  Hamilton.  Oh,  well,  that  is  not  important. 
Mr.  Wem).  It  amounts  to  a  very  small  matter,  anyhow.  In  fact, 
the  Interstate  Commerce  Commission  went  into  that,  and  said  that 
it  was  necessary  for  the  efficiency  of  refrigerator  car  service  that  they 
be  moved  westward  empty.  I  think  Mr.  Colver  ackopwledged  that 
also. 

Mr.  Hamilton.  You  undergo  a  loss  in  bringing  all  your  cars  back 
from  east  to  west. 

Mr.  Weld.  We  get  a  mileage  payment  whether  thev  are  loaded  or 
empty.  That  has  always  been  the  way  in  the  handling  of  private 
cars.  The  railroads  pay  mileage  whether  cars  are  loaded  or  empty. 
Of  course  the  railroads  suffer  more  lossinoneway  than  we  do«  because 
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they  are  not  getting  any  freight  rate.  In  the  saine  way,  railroads 
lose  by  having  to  return  empty  coal  cars  and  grain  cars  to  the  pro- 
ducing region. 

Mr.  Hamilton.  Isn't  there  also  a  loss  by  wear  and  tear  ? 

Mr.  Weld.  Yes,  sir;  there  is  that  loss,  and  on  depreciation.  There 
is  a  loss  to  us,  as  we  have  pointed  out,  in  the  whole  operation  of  our 
refrigerator  cars. 

Mr.  Hamilton.  All  right.    Go  ahead. 

Mr.  Weu).  The  point  has  also  been  brought  out  that  cars' rented 
by  the  small  packers  are  not  returned  promptly,  and  some  of  them 
are  lost  for  several  weeks,  as  though  this  were  the  fault  of  the  large 
packers.  During  the  past  three  or  four  years,  and  especially  when 
transportation  conditions  were  so  chaotic,  a  year  or  two  back,  we 
had  hundreds  of  instances  where  cars  were  lost,  and  where  it  took 
us  some  time  to  get  them  back  to  us,  in  spite  of  our  organization.  At 
any  rate,  it  is  not  the  fault  of  the  large  packers  if  the  cars  of  the 
small  packers  do  get  lost  by  railroads  and  are  not  returned  promptly. 

Mr.  Hamilton.  How  much  money  have  you  invested  in  refrigera- 
tor cars? 

Mr.  Weld.  About  $8,000,000. 

Mr.  Hamilton.  Have  you  figured  the  percentage  of  profit  from  the 
use  of  these  refrigerator  cars? 

Mr.  Weld.    Percentage  of  what? 

Mr.  Hamilton.  Profit. 

Mr.  Weld.  I  will  have  to  ask  our  accountant  what  the  situation  is 
about  that.    He  tells  me  that  we  lost  about  $400,000  last  year. 

The  Chairman.  Yes;  Mr.  Swift  said  that  you^  company  lost 
about  $400,000,  and  Mr.  Armour  said  about  the  same  thing. 

Mr.  Weld.  Yes,  sir. 

The  Chairman.  Go  ahead. 

Mr.  Weld.  One  other  point  in  connection  with  refrigerator  cars  is 
thisj  that  they  must  necessarily  be  handled  in  large  units  with  cen- 
tralized management. 

In  the  first  place,  the  packing-house  industry  is  bound  to  be 
organized  into  large  units,  as  it  is  now,  and  I  have  pointed  out  to 
you  why  it  is  absolutely  impossible  to  supplant  the  present  system 
with  a  large  number  of  small  packers.  In  other  words,  the  business 
has  got  to  be  done  on  a  large  scale,  and  refrigerator  cars  have  got  to 
be  organized  and  managed  by  a  large  centralized  organization  in 
order  to  get  any  efficiency  out  of  them. 

Another  point  in  connection  with  refrigerator  cars,  is  that  there  is 
competition  between  the  five  large  packing  companies,  who  own  the 
most  of  the  cars.  There  is  no  monopoly.  Anyone  can  build  cars. 
Many  small  packers  have  their  own,  and  there  is  no  limit  to  the 
small  packer  except  as  measured  by  his  initiative,  in  the  development 
of  his  business. 

The  question  of  peddler  cars  was  mentioned,  and  I  am  not  sure 
whether  that  has  been  cleared  up  or  not. 

**  Peddler  cars  "  is  not  the  right  term  to  use,  for  the  reason  that  the 
goods  sold  through  our  "car  routes,"  as  we  term  them,  are  not 
peddled.  The  goods  are  already  sold  when  they  are  put  into  the  cars. 
Salesmen  so  along  to  various  towns  along  the  railroad  line  and  get 
orders.    Those  orders  are  filled  at  the  packing  houses,  and  a  very 
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large  percentage  of  our  orders  is  actually  placed  in  the  cars  on  the 
days  the  orders  are  received  at  the  packing  house — and  the  cars 
are  actually  shipped  out.  The  cars,  as  they  reach  the  local  stations, 
generally  go  along  in  the  same  train ;  in  some  cases  we  have  a  local 
drayman  collect  goods  at  the  car  door  and  deliver  them  to  the  retail 
butcher,  who  has  already  ordered  the  goods.  In  some  cases  the 
retail  butcher  goes  to  the  station  and  gets  the  goods,  especially  in  the 
smaller  towns. 

It  has  been  suggested  by  Mr.  Colver  that  it  would  be  better  to 
have  the  railroads  operate  this  car  route  business  instead  of  having 
the  packers  do  it.  1  am  afraid  he  has  veiy  little  conception  of  the 
difficulty  of  handling  this  car  route  business.  The  cars  have  to  come 
to  the  packing-house  door  to  have  the  goods  loaded.  Mr.  Colvers 
point  was  that  by  having  the  railroads  operate  them  they  would 
be  open  to  other  shippers  as  well  as  to  ourselves.  We  always  fill 
a  car.  There  would  be  nothing  gained  by  allowing  somebody  else 
to  put  stuflp  in  that  same  car  with  ours,  lor,  as  I  say,  these  orders 
are  received,  thousands  of  them  every  day,  and  they  are  probably, 
or  a  very  large  proportion  of  them  at  least,  actually  loaded  in  the 
cars  and  shippea  out  the  same  day  the  order  comes  to  our  plant. 
To  have  to  wait  around  for  other  shippers,  or  to  send  the  car  to  some 
central  point  for  other  shippers  to  put  stuff  in,  would  be  absolutely 
out  of  the  question.  Each  car  goes  to  a  certain  number  of  specific 
towns,  where  prders  have  been  taken  by  our  salesmen,  who  procede  the 
cars. 

Mr.  Hamilton.  What  about  a  cooperative  arrangement  in  cer- 
tain towns  by  which  certain  families  wanting  certain  kinds  of  meat 
might  chip  m  together.  Couldn't  they  make  up  an  order  to  ship 
directly  to  some  gentleman,  for  illustration,  to  represent  them  ? 

Mr.  Weld.  I  do  not  know  exactly  what  our  policy  is  on  that.  If 
it  is  a  place  where  we  have  no  dealer  I  think  there  would  be  no 
question  about  furnishing  the  goods. 

Mr.  Hamilton.  Where  you  have  a  dealer  they  would  come  in  com- 
petition with  your  dealer. 

Mr.  Weld.  I  do  nt  know  what  would  be  done  about  that. 

Mr.  Hamilton.  So  that  the  consumer  under  those  conditions 
wouldn't  be  able  to  avoid  the  middleman's  profits  by  dealing  with 
you  directly? 

Mr.  Weld.  I  do  not  know  what  our  policy  is  but  will  try  to  find 
out  in  a  minute. 

But  let  me  say  that  it  seems  to  me  that  it  would  be  a  foolish  thing 
for  us  to  do,  to  antagonize  a  dealer  that  perhaps  our  salesman  had 
visited  off  and  on  for  a  year,  and  finally  established  a  good  will, 
and  had  secured  him  to  repi^esent  us— to  be  a  distributor  there 
of  our  goods  to  the  consumers,  and  then  go  off  and  sell  direct  to  a 
few  parties  who  might  club  together  and  who  after  three  or 
four  months  would  quit  the  arrangement.  Somebody  would  back 
out  of  the  proposition  and  the  arrangement  would  fall  to  the  gronnd. 
We  would  be  very  foolish,  I  am  sure,  to  break  up  our  channel  of 
trade  distribution,  that  we  have  gained  onlv  after  considerable  ex- 
pense  and  trouble,  in  trying^  any  such  experiment  as  that. 

Now,  I  have  consulted  with  some  of  our  people  here  and  I  am 
informed  that  we  do  not  do  that. 
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Mr.  Hamilton.  I  imagined  that  you  wouldn't  want  to  do  that. 

Mr.  Weld.  It  is  a  pertectly  legitimate  thing  to  protect  your  dealer 
or  agent  in  that  respect. 

Mr.  Hamilton.  I  understand,  and  was  simply  seeing  whether  thai 
was  done  in  some  instances,  or  whether  it  could  be  done,  and  I  have 
your  answer. 

Mr.  Weld.  Mr.  Swift  has  already  suggested  a  possible  action  in 
connection  with  refrigerator  cars  in  case  you  decide  you  want  to  do 
something.  There  is  no  reason,  of  course,  for  penalizing  the  large 
packei*s  for  their  eificiency.  You  are  not  going  to  gain  any  gieater 
efficiency  by  taking  away  the  equipment  of  the  large  packers  and 
scattering  those  facilities  all  over  the  country  to  every  Tom,  Dick, 
and  Harry  who  wants  them,  and  without  the  strong  centralized  su- 
pervision that  now  obtains  through  packer  ownership.  If  it  is  found 
from  your  investigation  that  the  small  packer  is  at  a  decided  dis- 
advantage and  that  he  needs  and  wants  a  greater  supply  of  re- 
frigerator cars — and  we  have  not  enough  to  supply  ourselves-- there 
would  be  no  objection  of  course,  to  taking  steps  to  provide  such  ad- 
dition supply  as  these  smaller  packers  need,  either  through  Gov- 
ernment acquisition  of  such  cars  or  b/  requiring  the  railroads  to 
furnish  them. 

I  see  that  my  time  is  short,  and  I  shall  not  discuss  stockyards, 
especially  as  that  subject  has  been  covered  pretty  well. 

As  to  branch  houses,  it  has  been  explained  to  you,  I  think,  why  the 
large  packer  must  have  branch  houses,  and  how  he  has  to  have  these 
holding  stations,  these  distributing  stations,  where  he  assembles  his 
supply  of  commodities  when  he  needs  them,  and  where  he  keeps  a 
supply  on  hand.  He  has  to  have  a  selling  organization,  an  accounting 
force,  salesmen  to  sell  meat,  experts  to  run  the  coolers,  delivery 
equipment,  etc.  This  is  all  distinctly  a  part  of  the  packing  industry, 
and  the  large  packer  can  not  operate  without  a  branch  house  organi- 
zation. Therefore,  they  are  not  freight  houses,  as  Mr.  Colver  said  in 
his  testimony.  The  goods  are  delivered,  of  course,  on  the  track  in 
carload  lots,  and  the  goods  have  to  be  held  indefinitely  in  these  houses, 
and  there  are  thousands  of  orders  coming  in  every  day  for  a  little  of 
this  and  a  little  of  that.  So  that  even  if  the  railroads  should  be 
required  to  furnish  refrigerating  facilities  in  the  large  cities  in  order 
to  take  care  of  meat,  we  would  still  have  to  have  our  branch  houses. 

HANDLING  OF  OTHER  THAN   MEAT  PRODUCTS. 

Now,  speaking  of  handling  other  than  meat  products: 
In  the  first  place,  there  is  no  basis  whatever  tor  the  statement  that 
the  wholesale  grocery  trade  is  doomed.  Mr.  Armour  has  already 
introduced  figures  to  show  that  the  number  of  wholesale  grocers  has 
been  increasing  in  the  last  10  years.  It  is  an  absolutely  extravagant 
statement  to  say  that  the  wholesale  grocer  will  disappear  in  five  or  six 
years.  In  the  second  place,  Swift  &  Co.  only  handles  a  very  limited 
number  of  products.  Besides  strictlv  meat  products,  about  all  we 
handle  is  butter,  eggs,  cheese,  poultry,  canned  goods,  and  soap. 
There  is  nothing  of  importance  outside  of  these.  The  Federal  Trade 
Commission,  we  feel,  made  rather  an  unfair  investigation  of  this 
situation.    They  sent  out  questionnaires  to  wholesale  grocers  asking 
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them  questions  in  such  a  way  as  to  practically  convict  the  packers  to 
begin  with — showing  all  they  wanted  was  material  to  use  against  the 
packers.  They  never  approached  us  on  the  subject  and  never  sought 
an  explanation  from  us. 

Why  do  Swift  &  Co.  handle  these  other  products;  that  is,  products 
besides  strictly  meat  products? 

Well,  in  the  first  place,  you  must  realize  that  the  whole  selling 
operation,  the  marketing  operation,  involves  expense  that  has  to  be 
borne  by  some  one.  Goods  have  to  be  assembled  at  certain  points; 
storage  facilities  have  to  be  provided;  capital  has  to  be  tiea  up  in 
goods ;  there  has  to  be  accountmg  machinery  to  take  care  of  all  trans- 
actions; there  is  the  risk  of  loss  from  changes  in  prices  and  from 
deterioration  in  quality;  salesmen  have  to  be  employed;  delivery 
equipment  has  to  be  provided.    All  these  things  cost  money. 

I  think  you  will  agree  with  me  that  the  most  economical  way  of 
doing  these  things  is  the  best  for  the  country  at  large.  Swift  &  Co. 
has  built  up  probably  the  most  comprehensive  sales  organization  for 
performing  tnese  functions  of  any  company  in  this  country  if  not 
in  the  entire  world.  It  has  a  system  of  about  four  hundred  branch 
houses,  all  over  the  country,  to  which  goods  are  carried^  where  they 
are  stored,  and  from  which  we  send  out  salesmen  and  distribute  our 
products  direct  to  retailer. 

All  these  things  that  have  to  be  performed,  are  performed  through 
these  branch  houses.  We  could  confine  our  selling  organization  to 
the  sale  of  fresh  meats  or  fresh  meats  and  pork  products  alone;  in 
fact,  our  selling  organization  was  built  up  primarily  to  handle  these 
products,  but  the  more  products  we  can  put  through  the  organization, 
the  cheaper  it  is  to  handle  not  only  the  other  products,  but  also  our 
meats. 

Volume  is  important.  Other  goods  add  volume  and  we  are  there* 
fore  able  to  establish  branch  houses  in  localities  where  we  could  not 
afford  them,  if  we  sold  nothing  but  meat.  The  handlin^z^  of  other 
products  therefore  reduces  our  selling  costs,  and  at  the  same  time 
makes  the  distribution  of  our  products  more  complete,  and  our  service 
to  the  country  more  valuable. 

Mr.  MoNTAGtTE.  I  can  see  that  with  reference  to  certain  by-prod- 
ucts, but  what  is  the  limit  of  your  policy? 

Mr.  Weld.  Our  policy  has  been  to  select  the  products  that  are  ab- 
solutelj  allied  to  or  affiliated  with  our  business,  either  in  the  manu- 
f acturing  end  or  in  the  selling  end.  It  is  a  problem  as  to  how  far 
we  shoula  go  in  taking  on  other  products.  Let  me  say  this:  if  we 
should  take  on  a  full  line  of  wholesale  groceries,  our  expenses  woold 
increase  so  that  we  would  probablv  have  no  advantage  over  the 
wholesale  grocer.  To-day  the  cost  of  operating  our  branch  houses  is 
less  than  4  per  cent  of  the  sales ;  the  cost  of  operating  a  wholesale 
grocery  house  is  from  8  per  cent  to  10  per  cent  of  its  sales. 

I  have  these  figures  from  the  Harvard  School  of  Business  Admin- 
istration, which  made  a  special  study  of  operating  costs  of  wholesale 
rrocers.  I  have  a  copy  of  their  results  here.  The  averase  ooet  of 
doing  business  for  wholesale  grocers  is  about  nine  and  a  halt  per  cent 
Our  costs  of  operating  are  veir  low  as  compared  with  that  cost,  on 
accoimt  of  our  large  volmne  of  business  and  tbe  fairly  rapid  turnover 
of  goods  in  the  branch  houses.    The  turnover  for  our  whole  busineai 
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is  only  about  three  and  a  third  times  a  year.    The  rate  of  tumoTer 
in  the  branch  houses  alone  is,  of  course,  much' greater. 

Mr.  Hamilton.  Take  your  canned  goods ;  do  you  sell  cheaper  than 
the  wholesale  grocer? 

Mr.  Weld.  That  is  a  very  difficult  question  to  answer.  Our  list 
prices,  which  we  try  to  get,  are  undoubtedly  approximately  the  same, 
quality  for  quality,  with  other  dealers.  We  are  going  to  get,  of 
course,  as  good  prices  as  we  can  'for  our  products. 

Mr.  Hamilton.  But  you  can  sell  cheaper. 

Mr.  Weld.  I  believe  we  probably  could,  and  come  out  fairly  well. 
I  mean,  on  our  whole  business.  Another  thing,  it  is  very  difficult 
to  allocate  costs,  what  it  costs  to  sell  meat  and  what  it  costs  to 
sell  canned  goods. 

Mr.  Hamilton.  The  average  cost  to  the  wholesale  grocers  is  9^ 
per  cent  and  it  only  costs  you  3  per  cent  so  you  can  naturally  sell 
cheaper. 

Mr.  Weld.  Yes,  sir;  and  that  is  the  reason  we  have  been  so  suc- 
cessful in  developing  the  sale  of  canned  goods,  poultiy,  etc.  Some 
of  these  goods  are  not  handled  to  any  great  extent  by  the  wholesale 
trade,  for  instance,  poultiy  I  think  not  at  all,  an  A  there  are  some 
other  things  like  butter  and  eggs,  that  y^e  handle,  but  t)iat  the 
wholesale  grocer  does  not  handle  to  any  extent.  Eggs,  for  ex- 
ample, come  through  the  country  store  and  are  shipped  by  him  to  a 
commission  merchant  or  wholesale  receiver  in  some  large  city.  He 
will  handle  the  goods  and  grade  them,  and  then  ship  them  or  sell 
them.  He  may  sell  them  through  a  broker  in  Chicago  to  a  dealer 
in  Boston,  they  may  be  rehandled  .in  Boston,  and  sold  to  a  jobber, 
and  then  to  a  retailer. 

For  collecting  eggs,  we  have  our  buying  stations  in  the  heaviest 
producing  sections  and  at  central  points,  whence  we  ship  the  goods 
m  carload  lots,  after  they  have  been  graded  and  packed,  and 
they  are  shipped  from  these  western  points  direct  to  our  branch 
houses  in  eastern  cities.  From  there  the  goods  are  delivered  to  the 
retailer,  and  of  course  because  of  the  volume  of  business  handled, 
we  are  able  to  handle  them  more  efficiently  and  more  economically 
than  is  the  case  with  smaller  dealers.  We  have  developed  the  mOst 
direct  route  from  producer  to  consumer. 

Mr.  Hamilton,  bo  you  deliver  canned  goods  by  the  carload,  or  I 
mean,  by  car  routes? 

Mr.  Weld.  Yes,  sir. 

Mr.  Hamilton.  Or  route  cars,  is  what  I  meant. 

Mr.  Weld.  Yes,  sir.  We  genei'ally  sell  all  our  products  through 
our  car  routes.  In  other  words,  we  utilize  our  selling  organization 
for  selling  these  other  products,  and  it  would  be  a  social  and 
economic  waste  if  we  did  not  utilize  this  extensive  and  expensive  dis- 
tributing agency  to  handle  these  other  products  in  connection  with 
our  regular  meat  products. 

And  I  will  say  right  now  that  there  isn't  a  single  one  of  our 
products  that  is  unrelated  to  our  business;  each  one  is  related  either 
to  the  manufacturing  end  or  to  the  selling  end  of  our  business. 
We  not  only  use  our  vast  selling  organization  to  get  orders  and  our 
deliver}'  equipment  to  get  the  goods  into  the  hands  of  the  consumer, 
but  we  sell  these  goods  to  the  same  classes  of  dealers;  and  in  many 
cases'  they  have  asked  us  to  handle  them. 


costs. 
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Mr.  Hamilton.  Do  you  sell  canned  goods  to  local  grocers  cheaper 
than  the  wholesale  grocer  sells  them? 

Mr.  Weld.  Not  if  we  can  help  it.    We  get  what  we  can. 

Mr.  Hamilton.  But  you  could  do  it. 

Mr.  Weld.  That  is  a  very  hard  question  to  answer. 

Mr.  Hamilton.  The  consumer  would  get  the  benefit  in  that  cai^*  ? 

Mr.  Weld.  The  consumer  undoubtedly  gets  the  benefit 

Mr.  Hamilton,   (interposing).  I  say  lie  would  get  the  benefit. 

Mr.  Weld.  I  say  he  already  gets  it.  If  we  have  any  advantage  in 
using  our  selling  agency  in  handling  by-products,  poultry,  canned 
goods,  and  so  forth,  we  have  forced  the  other  fellow  to  be  more 
efficient,  and  have  had  a  tendency  to  reduce  costs  all  along  the  line. 
We  can  not  measure  that  in  dollars  and  cents,  however. 

Mr.  Hamilton.  You  are  standardizing  your  price — ^that  is,  the 


Mr.  Weld.  We  are  not  exactly  standardizing,  but  we  are  forcing 
lower  costs  and  inducing  greater  efficiency,  and  raising  the  standard 
of  service  to  the  country. 

Mr.  Hamilton.  You  are  cutting  under. 

Mr.  Weld.  Possibly  we  have  in  the  long  rim,  althougih  not  so  that 
you  could  measure  it  in  dollars  and  cents. 

Mr.  Hamilton.  But  you  can  undersell  the  wholesale  grocer? 

Mr.  Weld.  If  we  undersold  the  wholesale  grocer  25  cents  a  case 
on  canned  tomatoes  we  would  get  all  of  the  trade  and  the  wholesale 
grocer  would  go  out  of  the  canned-goods  business.  I  do  not  believe 
we  could  afford  to  do  that.  But  with  oiir  vast  selling  organization  I 
believe  we  do  have  some  advantage  over  the  wholesale  grocer.  But 
this  advantage  is  gradually  passed  on  to  the  producer  and  the  con- 
sumer ;  and  it  tends  to  make  the  wholesale  grocer  more  efficient. 

Now,  I  want  to  call  attention  to  this  point ;  the  proposal  to  restrict 
the  number  of  our  commodities  is  unprecedented.  If  you  are  going 
to  limit  our  business,  why  not  limit  Heinz,  with  his  57  varieties? 
Why  don't  you  limit  Sears,  Roebuck  &  Co.  ?  There  is  just  as  much 
complaint  in  some  quarters  that  the  wholesale  grocer  has  been  ex- 
tending  his  efforts  into  the  manufacturing  field  as  that  we  have  gone 
into  the  sale  of  certain  kinds  of  groceries.  People  who  object  to  the 
wholesale  grocers  going  into  the  manufacturing  field  would  have 
just  as  much  reason  for  asking  you  to  restrict  the  field  of  the  whole- 
sale  grocer,  as  the  wholesale  grocer  has  in  asking  that  our  business 
be  limited. 

The  Chairman.  Have  you  finished,  Mr.  Weld? 

Mr.  Weld.  Yes,  sir;  I  am  just  about  through. 

The  CiiAiRMAK.  Mr.  Morris  is  coming  on  at  2  o^clock  and  we  want 
you  to  finish  before  we  take  a  recess. 

Mr.  Weld.  Does  the  committee  want  to  ask  any  questions! 

The  Chairman.  I  think  you  have  explained  the  matter  very  clearly. 

Mr.  Parker  of  New  Jersey.  I  would  like  to  ask  a  question  or  two. 
Various  packers  have  competed  in  various  years  before  the  Food  Ad- 
ministration went  into  enect,  in  Government  purchases.  Have  you 
any  memorandum  of  prices  made  by  packers  for  their  various 
products  ? 

Mr.  Weld.  I  do  not  know  that  I  could  give  you  that  information. 


GOVERNIiCBNT  CONTROL  OF  MEAT-PACKING  INDUSTRY.        973 

Mr.  Parker  of  New  Jersey.  If  you  can  get  it  I  will  be  very  glad 
if  you  will  put  that  at  the  end  of  your  statement — a  statement  of 
any  competitive  bidding  that  occurred  between  1913  and  1917,  before 
the  Food  Administration  came  in. 

Mr.  Weld.  Couldn't  you  get  that  from  some  of  the  Government 
bureaus? 

Mr.  Parker  of  New  Jersey.  I  do  not  think  so. 

Mr.  Weld.  I  will  look  into  it  and  see  if  I  can  furnish  it. 

The  Chairman.  The  committee  will  now  take  a  recess  until  2 
o'clock  p.  m. 

EXHIBIT. 

Sample  of  competitive  hide  on  Oovemment  purchases  as  requested  by  Mr.  Parker. 

September  18,  1917. 
SwnT  &  Co., 

Oont.  and  Inst.  Dept,  Chicago,  JU., 
We  give  you  below  list  of  bidders  and  prices  bid  on  beef,  mutton,  and  veal 
for  supplying  Third  District  Naval  Force,  for  delivery  to  Naval  Reserve  Train* 
ing  Station,  Rodmans  Neck,  Pelham  Bay  Park,  N.  Y.,  between  October  1  and 
December  31. 


Swift. 

Armour. 

Morris. 

Wilson. 

Cndahy. 

Dold. 

I. 
Frank. 

Connm. 

Beef 

17.72 
31.83 
14.99 
22.75 
20.44 
27.60 
18.63 
27.20 
28.60 
22.99 
37.70 
15.25 
17.35 
16.54 
25.72 
13.00 

17.98 
29.47 
15.98 
21.46 
21.45 
22.72 
17.65 
27.46 
26.98 
20.97 
38.47 
12.47 
16.47 
19.45 
25.20 
11.97 

17.92 

18. 12^ 

34.00 

15.25 

23.00 

22.00 

25.00 

21.00 

28.00 

28.00 

24.00 

44.00 

15.00 

20.00 

Pork  Idns 

32.00 
16.18 
21.90 
23.87 
30.17 
19.95 
32.50 
29.92 
23.92 
39.67 
13.63 
20.25 
20.73 
31.97 
12.50 

33.00 

8fdes  veol ^ 

15.72 

arg. 

23.95 

20.00 

Kutton 

25.00 

Franks 

Pork  sausage 

• 

Bologna. .  -  T ,  -  ^ , , , , , 

21.40 
29.20 
28.10 
21.95 
37.40 
12.96 
15.40 
17.60 
28.92 
11.98 

Beef^an£u6 

Bmokftd  nATlA. .     

Smoked  shoulders 

Smoked  bacon 

i 

Beef  liver 

Corned  beef 

Head  cheese 

16.00 
16.00 

Truncheon  w^at ...  -  , ,  - 

Beef  hearts 

AFTER   KECESS. 

The  committee  met,  pursuant  to  the  taking' of  recess,  at  2  o'clock 
p.  m. 

The  Chairman.  Mr.  Morris,  you  have  the  privilege  of  making  your 
preliminarjr  statement  without  interruption  until  you  have  finished 
it,  after  which  time  the  members  of  the  committee  will  ask  such  ques- 
tions as  they  desire.  Just  proceed,  and  we  will  follow  the  order  we 
have  with  Mr.  Armour  and  Mr.  Swift,  heretofore.  Please  state  your 
relation  to  Morris  &  Co.  and  then  make  your  statement  in  your  own 
way. 

STATEUENT  OF  MB.  EDWABD  MOEBIS,  PBESISENT  OF 

MORRIS  &  CO. 

Mr.  Morris.  Mr.  Chairman  and  gentlemen  of  the  committee,  as 
president  of  Morris  &  Co.,  I  desire  to  thank  you  very  sincerely  in- 
deed for  the  opportunity  of  addressing  you  on  this  occasion.  The 
packers  have  not  been  heard  on  this  subject.  The  people  are  entitled 
to  know  the  facts.  And  you  gentlemen  should  know  the  big,  control- 
ling facts  in  order  to  guide  you  as  to  this  proposed  legislation,  which 
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is  a  clear  departure  from  anything  yet  advanced  in  this  country  as 
a  permanent  peace  policy.  It  is  unfortunate  that  the  packers  in 
the  past  have  not  taken  the  people  more  into  their  confidence.  If  they 
had,  I  assure  you  that  the  feeling  toward  the  packers  would  he 
infinitely  more  favorable  than  it  is  at  present. 

This  is  the  first  time  it  has  been  mv  nonor  to  appear  before  a  com- 
mittee of  Congress,  and  I  am  not  informed  as  to  your  rules.  I  want 
to  meet  your  views  in  all  things,  but  if  it  is  consistent  with  your 
rules  of  pi^ocedure,  I  will  read  a  statement  which  I  have  prepared 
and  then  I  will  be  very  glad  indeed  to  answer  any  and  all  questions 
which  any  member  of  the  committee  may  desire  to  ask.  Ordinarily, 
I  prefer  to  talk  directly  and  extemporaneously,  but  this  is  an  im- 
portant and  complex  subject,  and  so  I  thought  it  best  to  reduce  my 
thoughts  to  paper,  so  that  you  would  in  the  first  instance  get  my 
views  in  a  connected  manner. 

While  the  Federal  Trade  Commission  in  its  sensational  report  is 
most  unfair  and  unjust  to  the  packers,  treating  them  as  criminals 
when  there  was  no  foundation  in  fact  for  such  vicious  treatment,  still 
this  honorable  committee  is  in  no  way  responsible  for  the  report  or 
any  of  the  charges  made  by  the  commission  and  as  the  bill  before  this 
honorable  committee  is  deserving  of  candid  consideration  on  its 
merits,  I  shall  disregard  personality  in  so  far  as  I  can  avoid  it,  in 
order  to  discuss  and  analyze  the  bill  and  the  report  of  the  commis- 
sion, on  which  it  rests,  and  which  it  is  not  only  my  privilege  but  my 
plain  duty  to  do.  But  it  will  be  my  constant  aim  to  discuss  this  mat- 
ter with  the  great  dignity  due  this  honorable  committee  and  yet  with 
complete  candor. 

THE  BIO  PACKER. 

• 

There  is  an  apparent  prejudice  in  certain  quarters  against  the  big 

8 ackers,  commonly  referred  to  as  the  five  big  packers,  Swift,  Armour, 
[orris,  Wilson,  and  Cudahy.  But  I  want  to  assure  this  honorable 
committee  that  if  the  facts  were  fully  known  and  it  was  realized 
what  tremendous  benefits  the  big  packer  renders,  both  in  war  and  in 
peace,  this  prejudice  would  be  entirely  dissipated  and  commendation 
would  take  its  place.   . 

Before  taking  up  this  precise  subject,  let  me  call  your  attention 
to  the  poculiarfv  hard  position  which  the  packer  occupies.  In  the 
first  place,  he  is  dealing  with  a  food  procluct,  a  necessary  of  life, 
and  which  is  highly  perishable,  and,  on  that  account,  must  be  sold 
quickly  on  tlie  market.  In  the  second  place,  the  packer  buys  his 
raw  material,  the  live  meat  animal,  from  the  cattle  man,  the  hosr 
man,  the  sheep  man,  the  farmer,  the  fct^dcr,  and  the  shipper,  and 
they  in  turn  want  high  prices  for  the  live  animal.  In  the  third  placi", 
the  finished  product,  meat  and  meat  food  products,  is  sold  through 
the  retailer,  to  the  consumer,  wliich  is  everybody.  Naturally,  the 
producer  wants  high  prices  for  the  raw  material,  and,  just  as  natur- 
ally, the  consumer  wants  the  finished  product  as  cheaply  as  possible, 
but  the  great  difficulty  is,  that  tliere  can  not  be  cheap  meat  on  the 
table  when  the  packer  pays  a  high  price  to  the  producer  for  tlie  live 
stock  on  tlie  hoof.  Consequently,  the  packer  is  constantly  between 
the-e  two  gn»at  conflicting  armies.  Hence,  it  has  always  been  |>opu- 
lar  in  the  past  to  investigate  and  abuse  the  packers.    We  have 
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reached  the  point  now  where  it  is  proposed  to  enter  upon  new  and 
dangerous  fields  of  le^slation,  and  others  than  the  packers  are  neces- 
sarily interested  and  involved  in  this  proposed  paternalistic  le^sla- 
tion,  for  the  natural  feeling  of  the  people  would  be  that  if  this  is 
good  legislation  for  the  pad:er  it  should  also  be  good  for  others  as. 
well. 

SKRVICE  OF  THE  BIG  PACKERS  DURING  THE  WAR. 

Let  us  first  consider  the  service  performed  by  the  big  packer  dur- 
ing ttie  war.  Possibly  no  one  is  entitled  to  any  great  credit  for 
performance  of  duty,  and  I  want  it  distinctly  understood  that  I  am 
not  asking  for  any  credit,  but  it  is  perfectly  proper  that  the  indis- 
putable facts  sho\ild  be  known  at  tms  time,  when  there  is  such  ap- 
parent willingness,  in  certain  quarters,  to  critise  the  five  big  packers- 
merely  because  they  are  big. 

If  Napoleon,  when  he  said  that  an  army  wins  its  battles  on  its- 
belly,  was  correct,  then  I  say  to  you  that  the  war  would  not  now  be 
over  if  it  had  not  been  for  the  five  big  Chicago  packers.  I  make 
that  statement  deliberately  and  challenge  successiul  contradiction. 
This  was  one  of  the  big  industries  that  stood  up  and  delivered  the 
goods  in  the  stress  of  storm.  It  never  faltered  and  it  never  wavered, 
and  it  never  asked,  or  received,  one  cent  of  assistance  from  the 
Government.  Be  it  said  to  the  eternal  credit  of  the  packM*s,  that 
tiiey  made  a  smaller  percentage  of  profit  during  the  war  period  than 
the  Food  Administration  authorized  and  approved.  In  the  case  of 
Morris  &  Co.,  the  war  profits  were  scarcely  more  than  one-half  what 
the  Food  Administration  approved.  This  alone  gives  the  lie  to  the 
diarge  of  profiteering  and  should  forever  silence  the  charge  of 
monopoly  and  illegal  combination. 

During  the  war,  the  packers  maintained  practically  a  solid  string 
of  refrigerator  cars  from  Chicago  and  the  western  markets  to  the 
seaboard  for  France.  Shipments  of  meats  at  times  were  at  the  rate 
of  a  car  per  minute  for  24  hours  a  day  and  for  days  at  a  time.  The 
business  ran  into  millions  of  pounds.  The  Chicago  packers  slau/a^ht- 
ered  more  than  15,000,000  head  of  cattle,  calves,  hogs,  and  sheep 
durinff  1918,  or  3,000,000  more  than  in  1917,  and  paid  $725,000,000 
in  ca^,  for  their  raw  material.  For  prime  cattle  they  paid  over 
$20  per  100  pounds,  prime  cows  $18,  and  hogs  $21,  and  these 
packers,  being  big,  paid  cash  for  this  raw  material  every  day,  besides 
paying  a  tremendous  increase  in  cost  for  supplies  and  labor.  Yet 
in  the  face  of  this  magnificent  showing,  they  are  pilloried  as  crim- 
inals and  the  Federal  Trade  Commission  has  recommended  this  bill, 
which  would  destroy  the  ^eat  efficiency  of  this  industry  and  prob- 
ably in  time  the  industry  itself. 

Due  credit  should  be  given  to  the  patriotism  of  the  producer.  He 
came  to  the  front  and  did  his  bit;  but  this  would  have  been  without 
avail  if  it  had  not  been  for  the  efficiency  of  the  big  packers.  The 
total  meat  exported  from  this  country  in  1918  exceeded  two  billion 
pounds,  and  all  of  it  moved  with  clock  like  precision,  and  yet  the 
organization  of  the  big  packer  was  such  that  he  was  able  to  furnish 
the  particular  kind  of  meat  that  each  one  of  our  allies  wanted.  The^ 
five  big  packers  furnished  95  per  cent  of  the  bacon  used  by  the 
United  States  Army.  Possibly  the  full  import  of  that  statement  is 
not  understood  unless  you  also  know  that  bacon,  for  domestic  use,. 
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can  be  put  through  the  smoke  house  in  two  days,  but  the  Grovemment 
required  eight  days  in  the  smoke  house  for  the  bacon  used  by  the 
Army,  this  increased  time  being  necessary  because  of  the  exigencies 
of  warfare  handling  of  the  product.  These  big  packers  never  wav- 
ered on  this  requirement,  but  turned  over  their  entire  smoke  house 
capacity  for  Government  use  so  the  boys  in  France  would  get  the 
best  that  could  be  produced.  And  to  show  the  volume  involved,  I 
would  state  that  three  himdred  and  fifty  million  pounds  of  pork 
products  were  shipped  to  the  allies  in  one  month.  You  should  also 
know  that  before  this  country  entered  the  war,  the  allies  called  on 
our  European  branch  houses,  and  they  responded  promptly  and  to 
their  full  limit,  with  products  shipped  from  this  country. 

These  packers  are  still  feeding  our  Arpiy,  the  Nayv,  the  allies  and 
!  ,    the  starving  people  of  Europe,  and  while  they  fed  the  boys  well, 

there  being  not  a  breath  of  scandal  or  even  the  hint  of  suspicion 
along  that  line,  and  while  certain  of  these  packers  have  been  com- 
pelled to  refinance  on  account  of  this  heavy  drain  during  the  war, 
the  Federal  Trade  Commission  comes  along  during  this  period  of 
reconstruction  and  before  peace  is  even  declared,  and  would  have 
new  and  radical  legislation  enacted  that  would  in  time  destroy  this 
industry.  The  great  accomplishments  of  the  packers  during  the  war 
were  due  soleljr  to  efficiency  brought  about  by  the  close,  personal 
attention  to  this  business  by  the  parties  having  financial  interest 
therein  for  the  last  three  generations.  Now  the  Federal  Trade  Com- 
mission, although  originally  created  to,  and  upon  the  promise  that  it 
would  aid,  assist  and  direct  business,  recommends  legislation  that 
would  destroy  all  of  that  efficiency  by  putting  this  most  useful  and 
important  industry  in  the  hands  of  people  unfamiliar  with  it.  This 
question  involves  the  welfare  of  all  the  people  for  all  f utiire  time, 
and  we  must,  therefore,  in  its  discussion  and  determination,  rise 
above  politics  to  the  plane  of  patriotism.  I  know  that  this  honorable 
committee  desires  to  adjust  tnis  matter  with  broad  vision,  on  prin- 
ciple, and  with  an  eye  to  the  future. 

while  it  is  known  by  all  men  that  the  Chicago  packers  performed 
a  patriotic  duty  in  a  patriotic  manner,  still  that  is  not  the  point 
exactly.  The  point  which  I  make  is  that  if  it  had  not  been  not  only 
for  their  efficiency,  but  for  their  bigness,  they  could  not  have  done 
what  they  did  during  the  war.  This  is  not  intended  as  any  criticism 
of  the  smaller  packer.  He  also  performed  his  work  nobly  during 
the  great  crisis,  but  was  of  course  limited  by  his  capacity.  So  before 
we  criticise  merely  bigness  in  the  packing  industry,  let  us  reflect  upon 
what  that  bigness  did  in  the  cause  of  liberty  and  human  freedom. 

During  these  days  we  hear  of  the  vast  sums  that  are  to  be  spent 
upon  our  Navy  for  future  protection  and  safety,  and  yet  this  bill 
would  now  ruthlessly  strike  down  an  industry  that  would  be  abso- 
lutely essential  to  win  any  war  in  the  future — ^just  as  essential  as  the 
dreadnaught,  and  yet  our  Government  can  gladly  have  the  service 
of  that  industry,  without  expending  one  cent,  providing  it  is  not 
stricken  down  by  radical  and  unjust  legislation. 

That  is  not  all,  however.  The  big  packer  accomplishes  just  ma 
much  for  the  people  of  this  country  in  times  peace  as  he  did  in  times 
of  war.  That  is  not  generally  understood.  Let  me  explain  that 
briefly. 
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VOLUME  AND  BY-PRODUCTS. 

Volume  spells  everything  in  the  packing  industry.  If  it  were  not 
for  the  big  volume — and  big  volume  necessarily  means  the  big 
packer — ^the  packer  could  not  sell  the  meat  as  cheaply  as  he  does  to- 
day, because  volume  permits  the  packer  to  utilize  all  of  the  by- 
products, and  the  packer  makes  his  profit  out  of  the  by-products 
alone — ^not  out  of  the  dressed' meat.  That  is  the  vital  difference 
between  the  big  and  the  little  packer.  The  little  packer  can  not  make 
use  of  the  by-products  to  the  same  extent  because  he  does  not  have 
sufficient  volume  to  justify  it,  while  the  big  packer  utilizes  everything 
around  a  packing  house,  and  such  utilization  is  to  the  benefit  of  the 
consumer,  because  it  enables  the  packer  to  sell  his  meat  more 
cheaply.  The  big  packer  has  about  100  departments,  which  means 
the  utilization  of  these  various  by-products,  and  yet  this  Federal 
Trade  Commission  complains  because  the  packer  has  so  many  related 
interests.  Would  they  have  us  go  back  to  the  old  days  when  nothing 
in  the  way  of  by-products  was  used  but  the  hide,  the  fat,  the  horns, 
the  tail  and  the  hoofs?  All  else  went  into  the  sewer,  not  only  as  a 
pure  waste,  but  as  a  great  detriment  to  health. 

Of  course,  everybody  knows  what  the  big  packer  has  done  for  the 
quality  of  the  goods,  at  the  same  time  saving  the  by-products  for  the 
benefit  of  the  consumer.  It  is  very  interesting  to  learn  whether  the 
producer  gets  more  out  of  the  animal  from  the  local  butcher  or  from 
the  big  packer.  At  first  blush,  you  might  think  that  the  producer 
would  realize  more  from  the  local  butcher  because  he  would  save 
freight,  commission,  and  stock  yards  charges  and  shrink  incident  to 
shipment,  but  the  Department  of  .Afirriculture  has  made  a  study  of 
this  question  and  in  its  report,  No.  113,  under  part  5,  entitled 
"  Methods  and  Cost  of.  Marketing  Live  Stock  and  Meats,"  we  find  the 
following  language : 

Prom  62  to  84  per  cent  of  the  p^ross  returnn  on  the««e  cattle  were  rer^eived 
by  the  owner;  while  the  retail  butcher's  proportion  of  the  proceeds  was  from 
16  to  38  per  cent.  These  accounts,  together  with  estimates  from  other  sources. 
Indicate  that  farmers  ordinarily  receive  about  two-thirds  and  the  retailer  about 
one- third  of  the  total  proceeds  of  cattle  killed  by  local  butchers.  In  general.  It 
Is  apparent  that  farmers  receive  smaller  relative  returns  from  cattle  marketed 
locally  than  from  those  that  are  shipped  to  contralize<l  markets.  The  ratios 
appear  to  be  determined  to  some  extent  by  the  prrade  of  the  cattle  as  well  as 
the  method  of  piarketing,  the  farmer's  share  being  smaller  according  as  the 
cattle  are  of  lower  grade.  The  results  strongly  Indicate,  however,  that  the 
saving  of  the  freight,  stock  yards  charges,  commissions,  and  other  expenses, 
which  saving  is  effected  by  selling  locally,  usually  is  absorbed  by  the  butcher 
and  does  not  find  its  way  to  the  producer. 

If  this  one  subject  could  be  understood  fully  by  the  committee  and 
the  people  generally,  the  prejudice  against  the  big  packer,  as  such, 
would  be  eflfectually  and.  forever  disposed  of ;  but  I  am  sure  this 
committee  will  not  favor  any  legislation  which  would  destroy  not 
only  the  great  eflRciency  which  the  packers  concededly  have  but  also 
individual  initiative  and  personal  effort  to  still  further  perfect  these 
matters  to  the  great  benefit  of  the  human  race. 

pROFrrs. 

Fortunately,  there  is  one  ascertainable  bit  of  information  which 
settles  absolutely  and  effectually  the  question  whether  the  packers 
deserve  to  be  legislated  against  at  all,  and  that  is  the  question  of 


978        GOVERNMENT  CONTROL  OF  BIEAT-PACKIKG  INDUSTBT. 

profits.  The  packer  is  merely  a  manufacturer  and  distributer  stand- 
ing between  the  producer  and  the  retail  butcher,  who  sells  to  the 
consumer.  The  efficiency  of  the  big  packers  is  conceded.  The 
report  of  the  Federal  Trade  Commission  will  be  searched  in  vain 
for  one  bit  of  evidence  pointing  to  inefficiency.  With  efficient  con- 
duct of  the  business  being  established,  then  if  the  profits  of  the 
packer  are  small,  there  can  oe  no  ground  for  complaint. 

I  am  not  going  to  say  that  the  Federal  Trade  Commission  mali* 
ciously  and  willfullv  attempted  to  deceive  the  American  people  on 
this  crucial  subject,  out  I  am  entitled  to  state  the  actual  facts;  and 
the  fact  is  that  the  commission,  when  it  gave  out  our  profits,  figured 
on  the  amount  of  our  capital  stock,  knew  that  Morris  &,  Co.  was  a 
close  corporation,  all  of  the  stock  being  owned  by  the  Morris  fam- 
ily, and  it  knew  that  the  company  had  only  a  nominal  capital  of 
$A,000,000.  It  also  knew  that  Morris  &  Co.  had  surplus  and  reserves 
amounting  to  $42,000,000 — the  accumulation  of  over  30  years'  intense 
labor — and  vet  it  gave  out  to  the  public  the  profits  of  Morris  in 
percontairc  figured  on  its  nominal  capital  stock  of  $3,000,000.  I 
say  in  all  fairness  that  the  people  of  this  country  were  entitled  to 
have  the  exact  facts  from  anv  branch  of  the  Government  on  that 
particular  subject,  and  especially  at  that  particular  time,  when  there 
was  rightfully  a  bitter  feeling  against  profiteers.  But  that  is  a  fair 
sample  of  the  unfair  way  in  which  we  ha%'e  been  treated  by  the 
Federal  Trade  Commission  in  a  hundred  different  matters. 

I  want  to  say  to  you,  positively  and  unqualifiedly,  that  the  profits 
of  Morris  &  Co.  for  the  last  five  years  have  averaged  about  1.5  per 
cent  on  the  turnover;  that  the  profit  of  Morris  &  Co.  for  the  last 
five  years,  including  cattle,  sheep,  and  hogs,  has  been  77  cents  per 
head ;  and  that  the  profit  of  Morris  &  Co.  per  pound  of  meat,  for 
the  last  five  vears,  has  been  a  fraction  under  a  third  of  1  cent;  that 
the  profits  for  the  fiscal  year  ending  November  2,  1918,  was  12A 
per  cent  on  the  total  capital  invested,  including  borrowed  money, 
and  9.30  per  cent  on  the  money  invested  by  \lorris  &  Co.  in  the 
business;  and  while  the  sales  of  Morris  &  Co.  in  1918  exceeded  the 
sales  in  1917  bv  more  than  $100,000,000,  still  the  profits  were 
$1,000,(K)0  le>s  than  in  1917,  and  I  respectfully  defy  the  Federal 
Trade  Commission  to  show  that  any  of  these  figures  are  not  abso- 
lutely correct.  The  commission  has  had  access  to  all  of  our  books 
and  records  and  can  easily  confirm  or  disprove  these  statement£^. 
The  incontrovertible  figures  tell  the  whole  story  and  demonstrate 
not  only  that  the  fault  is  not  with  the  packer,  but  also  that  the  h\fc 
parker  is  the  friend  of  the  consumer.  They  sliow  exactly  what  vol- 
ume means  to  the  indu'-trv  and  the  benefits  that  it  means  to  the  con- 
snmer. 

COOPERATION. 

I  want  to  say  to  this  committee  that  there  should  be  the  fulle:»t 
pos-.iblo  cooperation  bet  wen  the  Govenunent,  the  packers  and  the 
public.  The  intei-e.-ts  of  the  three  are  closely  allied  and  inter- 
woven. The  packers  are  manufacturers  of  a  necessarj'  of  life. 
We  are  living  in  a  day  of  new  thought.  Every  business  man,  who 
has  iriven  the  subject  any  consideration,  realizes  that  he  can  m>t 
live  unto  himself.    The  packers  realize  that  they  are  dealing  with 
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a  food  product  and  should  have  the  confidence  of  the  consumer. 
Morris  &  Co.  wants  to  cooperate  with  the  Government.  There 
should  be  complete  cooperation  between  all  industry  and  the  Federal 
Trade  Commission,  because  this  commission  was  created  to  assist 
and  direct  industry.  Each  should  be  a  mutual  help  and  guide  to 
the  other — ^at  least  that  is  the  attitude  of  Morris  &  Co. 

There  should  also  be  cooperation  and  con^dence  between  the 
packer  and  the  producer  and  between  the  packer  and  consumer. 
But  let  me  ask,  calmly  and  without  intending  to  be  personal,  what 
will  be  the  effect  upon  production  of  a  sensational  report,  by  a  branch 
of  our  Government,  to  the  effect  that  the  packers  have  a  monopoly 
and  an  illegal  agreement  among:  themselves  to  divide  the  buy,  to  the 
detriment  of  the  producer?  There  can  be  but  one  effect,  that  is, 
to  lessen  production.  And  what  is  the  effect  at  the  other  end  of 
the  business,  where  the  consumer  is  told  by  our  Government  that 
he  is  being  robbed  by  a  greedy  and  grasping  monopoly?  There 
can  be  but  one  effect,  and  that  is,  to  cause  less  meat  to  he  eaten,  and 
this  lessens  the  demand  and  ultimately  injures  the  producer.  This 
sort  of  thing  is  not  constructive',  helps  no  one,  and  injures  the 
producer  aiKfevery  one  conhected  with  ^is  great  Industry. 

What  has  been  the  effect  of  this  sensational  report  of  the  Federal 
Trade  Commission  upon  the  peoples  of  other  countries?  In  this 
connection  I  would  like  to  read  an  editorial  from  a  London  periodi- 
cal. Cold  Storage,  in  its  issue  of  August  15,  1918,  and  which  is  as 
follows: 

A   DAMNING   INDICTMENT. 

If  any  one  had  suggested  a  year  or  so  ago  that  the  American  Meat  Trust 
was  trading  unfairly,  the  accuser  would  have  had  emptied  on  his  head  the  vials 
of  the  wrath  of  the  entire  world  outside  the  Central  Empires  For  one  thing, 
the  Big  Six  had  gratuitously  pledged  themselves  to  pool  their  resources  In  the 
cause  of  the  allies,  and  a  blow  at  their  good  faith  would  have  been  regarded 
as  a  blow  at  our  good  American  cousins  in  general.  Furthermore,  a  sugges- 
tion that  such  a  dastardly  act  as  profiteering  on  a  big  scale  was  possible  by 
any  big  corporation,  while  civilization  was  at  death-grips,  would  have  been  an 
accusation  almost  too  awful  to  utter  against  anyone  making  ordinary  claims 
to  respectability.  Past  history  of  "  trust "  practice  was  put  out  of  memory 
by  one  and  all,  the  trust's  own  pledge  was  accepted  and — nothing  was  said 
until — until  recently  when  the  United  States  Government  itself  has  spoken,  out 
of  the  mouth  of  its  Federal  Trade  Commission.  We  are  glad  that  the  painful 
word  has  been  spoken  from  the  other  side  of  the  Atlantic.  Personally,  we 
know  a  trust  must  always  be  a  trust,  that  is,  never  to  be  trusted.  But  that 
such  a  damning  indictment  as  "  these  packers  have  preyed  upon  the  people 
unconscionably  "  should  have  been  hurled  at  this  trade  octopus  by  the  United 
States  Government,  as  at  a  loathsome,  carnivorous  beast,  this,  indeed,  is  an 
object  lesson  for  the  whole  world.  The  commission  shows  only  too  clearly 
that  the  Beef  Trust  has  preyed  upon  producer  and  consumer  alike ;  there  is  no 
pocket  safe  against  its  depredations.  How  dearly  we  would  like  every  indi- 
vidual cattle  and  sheep  raiser  In  Australia  and  New  Zealand  to  learn  this  lesson 
by  heart.  "  Ware  beef  trust "  should  be  branded  on  every  station  in  the 
Southern  Hemisphere.  Queenslanders  and  others,'  before  now  have  airily  dis- 
cussed with  us  the  bonhommie  and  the  largesse  of  the  American  stock  buyer, 
and  have  proclaimed  him  unfailingly  a  good  fellow.  Our  warnings  will  now 
have  the  seal  of  the  United  States  Government,  and  we  hope  that  the  com- 
mission's report  will  mark  the  growth  of  a  great  international  movement  to 
stamp  out  the  trust  career  of  the  Big  Six  as  a  thing  no  less  harmful  in  the 
world  than  Prussian  militarism,  whose  first  cousin  it  surely  Is. 

It  is  evident,  from  the  report  itself,  that  the  Federal  Trade  Com- 
mission expected  that  injury  would  result  to  these  packers  abroad,  as 
indicated  in  this  editorial,  because  in  its  report  it  says : 
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Out  of  the  mass  of  information  in  our  hands  one  fact  stands  out  with 
all  possible  emphasis — the  small  dominant  group  of  American  meat  pack- 
era  are  now  international  in  their  activities  whiie  remaining  American  io 
identity.  The  blame  which  now  attaches  to  them  .for  their  practices  abroad 
as  well  as  at  home  inevitably  will  attach  to  our  country  if  the  practictrn 
continue. 

The  commission  knew  that  its  report  would  reach  England  and 
foreign  countries,  and  so  it  did,  because  the  commission  directly^  and 
positively  charged  that  these  five  packers  aimed  at  ''  world  monop- 
oly "  and  devoted  a  lot  of  space  to  what  they  call  an  "  international 
pool,"  and  the  above  comment  of  the  commission  in  its  report  is 
quoted  in  London  Pall-Mall  of  August  9,  1918,  under  the  following 
heading : 

The  World-wide  Meat  Tkcst. 
Startling  Disclosures  in  America. 

Pbofiteebino. 

Drastic  Federal  Action  Proposed. 

This  brings  home  to  us  in  full  force  what  a  branch  of  our  Govern- 
ment has  done  for  -an  American  industry  abroad.  If  this  treatment 
were  given  to  all  American  industry,  what  would  become  of  our  for- 
eign trade  and  if  our  exports  are  destroyed,  what  is  to  become  of 
American  labor? 

What  does  the  American  producer  think  of  this  sort  of  thing?  I 
want  to  make  the  deliberate  statement  that  if  the  export  business  of 
these  packers  is  wiped  out  the  price  of  live  stock  would  within  one 
year  be  cut  in  two.  Every  reasonably  small  producer  would  be  wii)e<l 
out,  and  then  what  would  become  of  production  and  labor?  The 
President,  in  his  letter,  indicated  that  meat  food  production  was  not 
keeping  pace  with  the  increase  of  population,  and  it  is  not,  but  this 
Federal  Trade  Commission  has  not  done  one  blessed  thing  to  stimu- 
late production.  On  the  contrary,  its  sensational  report  has  had  thi» 
direct  effect  of  seriously  and  permanently  injuring  our  export  bu>i- 
ness,  and  in  time,  thus  must  reflect  against  the  producer.  During 
the  war  we  heard  a  great  deal  about  stimulating  production  of  live 
stock,  and  yet  a  branch  of  our  Government  gives  out  a  report  that 
has  dealt  the  cause  of  live-stock  production  a  very 'severe  blow  and 
one  from  which  it  will  not  recover  for  many  a  day.  It  is  unfor- 
tunate for  all  concerned  that  a  branch  of  our  Government  would 
thus  play  into  the  hands  of  foreigners  at  the  expense  of  American 
business  and  American  labor.  You  don't  see  England  doing  this 
sort  of  thing. 

The  editorial  itself  shows  that  the  packers  stood  very  hich  in  the 
estimation  of  our  allies  until  this  report  came  out,  but  this  standenms 
report  is  accepted  abroad  as  authoritative,  coming  as  it  does  from 
a  branch  of  our  Government. 

No  one  likes  to  buy  from  a  greedy  monopoly  and  particularly  from 
a  foreign  monopoly.  Is  it  good  policy  to  needlessly  and  wrongfullv 
cripple  our  own  home  industry  in  these  foreign  relations  and  busi- 
ness, for  if  the  effect  of  such  reports  is  to  cut  down  our  foreign  de- 
mand, it  is  bound  to  react  against  the  producer  in  this  country  aoil 
this  will  in  turn  react  against  labor. 
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We  have  heard  a  great  deal  said  in  this  country  about  American 
capital  going  out  to  capture  the  markets  of  the  world.  We  are 
building  a  large  merchant  marine  for  that  express  purpose,  but  this 
is  one  industry  that  can  not  capture  the  markets  of  the  world  if  our 
Grovernment  is  to  continue  making  such  unfounded  and  sensational 
reports  with  reference  thereto.  The  producer  of  live  stock  should 
realize  this  for  he  is  the  one  who  will  suffer  most  in  the  end  and 
of  course,  labor  will  be  injuriously  affected  also. 

I  am  informed  that  in  England,  since  the  war,  the  government 
cooperates  with  the  various  industries  of  that  country  on  an  entirely 
different  basis  from  anything  heard  of  in  this  country.  The  Eng- 
lish Government  is  striving  for  efficiency  to  the  point  that  if  two 
companies  in  the  same  line  of  business  do  not  produce  the  manu- 
factured article  at  the  same  cost,  the  government,  through  experts, 
studies  conditions  at  both  plants  to  ascertain  the  reason  for  the  dif- 
ference and  to  bring  the  plant  with  the  least  efficiency  up  to  the 
standard  of  the  other  company,  so  that  there  will  be  the  lowest  pos- 
sible cost  in  both  plants.  Then  they  propose  to  go  out  and  capture 
the  markets  of  the  world.  In  other  words,  the  government  cooperates 
to  the  point  of  bringing  all  up  to  the  highest  possible  point  of  effi- 
ciency. 

Unfortunately,  the  Federal  frade  Commission  works  just  in  the 
opposite  direction.  It  would  destroy  the  efficient.  Instead  of  build- 
ing refrigerator  cars  for  the  smaller  packer  and  bringing  the  smallei* 
packer  up  to  the  point  of  efficiency  attained  by  the  big  packer,  the 
conmiission  would  take  from  the  big  packer  his  efficiency  and  strike 
down  all  initiative  and  individual  effort  and  ambition  in  that  direc- 
tion, as  well  as  the  benefits  derived  by  reason  of  years  of  active  com- 
petition in  a  wonderfully  efficient  industry. . 

We  are  not  living  in  a  day  where  there  should  be  any  further 
destruction.  There  has  been  too  much  already.  Let  us  hold  fast  to 
what  we  have  and  add  to,  rather  than  take  away.  Let  us  cooperate 
among  ourselves  so  that  there  will  be  complete  confidence  between 
all  branches  of  this  great  industry  that  we  may  present  a  solid  front 
to  do  some  business  in  the  markets  of.  other  countries.  That  would 
lead  to  extension  of  cattle  breeding  and  hog  raising  and  if  we  are 
all  pulling  together  we  will  come  nearer  to  getting  the  business 
abroad  than  if  we  are  pulling  apart. 

Distrust  and  antagonism  created  by  these  sensational  and  extrava- 
gant reports  by  a  branch  of  the  Government  can  not  do  anybody  in 
this  country  any  good  and  is  bound  ultimately  to  react  against  the 
producer  and  in  turn  will  cut  down  production,  which  in  turn  will 
cut  down  the  demand  for  labor,  and  then  we  will  have  the  situation 
of  the  population  increasing  faster  than  the  meat  food  supply  and 
this,  on  its  face,  was  what  the  letter  of  the  President  intended  to 
correct. 

It  is  possibly  true  that  some  of  the  misunderstandings  between 
the  producer  and  the  packer  come  from  the  fact  that  neither  under- 
stands the  business  or  viewpoint  of  the  other  as  he  should.  It  is  my 
idea  that  we  should  draw  closer  together  and  study  the  conditions 
and  difficulties  that  surround  each  other  in  his  respective  business. 
I  will  not  say  that  the  packers  have  not  made  mistakes.  Who  has 
not?     We  are  not  infallible,  but  we  have  always  been  ready  and  will- 
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ing  to  make  corrections  and  improvements,  and  that  is  our  attitude 
to-day.  If  there  are  any  errors  or  abuses  that  have  crept  into  the 
industry,  I  say  to  you,  in  all  sincerity,  that  so  far  as  Morris  4  Co.  is 
•concerned,  we  are  only  too  willing  to  correct  them. 

RECONSTRUCmON  PERIOD. 

I  would  say  in  this  connection  that  this  no  time  in  this  country  to 
'''rock  the  boat."  That  is  true  of  all  business.  We  must  readjust 
business  to  new  conditions,  and  while  that  is  being  done  businesB 
should  not  be  disturbed  by  radical  le^slation,  unless  there  is  some 
actual  and  crying  need  for  it.  Experiments,  especially  by  theorists 
and  impractical  men  in  the  dangerous  field  of  paternalism,  should 
be  let  alone.  Of  course,  this  committee  will  readily  understand  that 
in  order  to  carry  the  load  during  the  war,  without  asking  aid  of  our 
Oovernment,  the  packers  were  neavy  borowers,  but  in  addition  to 
that,  our  added  cost  of  supplies  and  labor  was  enormous.  Under 
these  circumstances,  we  submit,  in  all  fairness  and  justice,  that  even 
before  peace  is  declared  and  while  we  are  still  expected  to  feed  our 
Army  abi^ad  and  the  allies,  this  industry  shoula  not  be  disturbed 
and  crippled  by  experimental  legislation. 

THE   FEDERAL   TRADE    COMMISSION    DOES    NOT   RECOMMEND  THE   TAKINO 

OVER  OF  TELE  PACKING  HOUSES. 

The  commission  makes  it  very  plain  that  it  does  not,  and  never 
will,  recommend  the  taking  over  of  the  packing  houses  themselves. 
Of  course  not.  There  is  a  very  good  reason  for  it.  It  is  because 
the  producer,  is  one  one.  side,  and  the  consumer,  which  is  everybody, 
is  on  the  other  side.  The  commisison  knows  that  there  can  not  be 
high  prices  paid  for  live  stock  on  the  hoof  and  at  the  same  time  have 
cheap  meat  on  the  table  of  the  consumer,  and  if  the  cattle  man  is  not 
paid  high  prices  for  his  cattle  he  will  be  heard  from.  On  the  other 
hand,  if  the  meat  is  high  the  consumer  will  not  remain  silent.  It  is 
a  physical  impossibility  to  satisfy  both.  Besides,  the  pacbinff  busi- 
ness, above  all  other  business,  is  complex  and  difficult.  £achaepart- 
ment  which  handles  a  by-product  is  a  large  business  in  itself.  It  re- 
<]uires  absolute  efficiency  and  will  not  run  itself.  It  is  not  a  business 
tiiat  can  be  successfully  operated  by  men  unfamiliar  with  its  details, 
and  the  commisison  recognized  that  fact  when  it  gave  assurance  that 
it  did  not  want  the  packing  houses  themselves. 

That  is  no  reason  m  itself  why  this  great  industry  should  be  crip- 

?led,  if  not  destroyed,  by  the  taking  over  of  its  instrumentalities 
*he  statement  of  the  commission  that  it  would  not  take  over  the 
packing  houses  was  for  the  apparent  purpose  of  creating  a  feelin^r 
that  the  commission  wanted  to  be  fair  and  had  no  bias,  but  thiB  bill 
which  it  recommanded  bears  its  true  import  on  its  face.  The  testi- 
mony of  Chairman  Colver  has  made  it  very  plain  that  it  ia  ncyt  nece»> 
sary  to  take  over  the  packing  plants  to  accomplish  what  the  Com- 
mission  wants  to  accomplish,  because  these  plants  could  be  crippled* 
or  even  absolutely  destroyed,  under  the  license  system  proposed  in 
this  bill. 
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THE  BILL. 

As  we  turn  to  consider  the  bill  now  before  this  honorable  com- 
mittee, we  might  say  at  the  outset  that,  we  are  opposed  to  this  bill, 
m  the  first  place,  on  principle,  because  it  means  Government  opera- 
tion and  possible  Government  ownership,  and  I  do  not  believe  that 
such  paternalism  is  for  the  best  interests  of  this  country  as  a  whole; 
and,  in  the  second  place,  there  is  no  foundation  in  fact,  to  justify 
this  radical  measure,  taking  property  from  parties  who  have  built 
up  an  industry  through  efficiency  and  initiative;  and,  in  the  third 
place,  the  bill  is  vicious  in  its  terms,  unfair  and  unjust  to  the  parties 
affected,  and  would  in  time  destroy  the  efficiency  of  the  packing 
industry,  and  at  the  same  time  be  against  the  best  interests  of  both 
the  producer  and  the  consumer. 

Before  taking  up  the  details  of  the  bill  itself^  there  is  one  point 
I  want  to  make  very  plain,  and  that  is,  that  this  bill  means  immediate 
Government  operation  or  Government  ownership,  at  the  discretion  of 
a  President.  As  we  all  know.  Government  operation  means  ineffi- 
ciency and  inefficiency  means  deterioration  of  values.  I  want  to  say 
to  this  committee  that  if  the  Government  is  going  to  take  over  these 
properties,  as  a  permanent  measure  during  peace  times,  then,  I  sub- 
mit, in  all  fairness,  that  the  properties  should  be  bought  outright  at 
this  time  and  not  after  the  property  is  run  down  and  deteriorated  in 
value  through  Government  operation. 

I  am  unalterably  opposed  to  any  such  program.  It  is  unfair  and 
unjust,  to  the  present  owners.  Tfiose  in  wntrol. under  Government 
operation  might  have  no  interest  to  protect  certain  yards,  as  against 
others,  and  could,  either  through  design  or  negligence,  absolutely 
destroy  the  value  of  certain  of  these  yards.  In  other  words,  one 
stock  yards  might  easily  be  built  up  at  the  expense  of  another,  just 
as  it  is  said  that,  under  Government  operation,  the  business  which 
naturally  and  properly  belongs  to  certain  railroads,  has  been  di- 
verted to  other  roads.  Certain  of  these  cars  might  be  diverted  to  the 
carriage  of  fish,  or  fruit,  and,  in  any  event,  the  cars  will  in  time 
wear  out. 

If  we  are  to  have  Government  ownership,  let  the  adjustment  be 
made  now  and  according  to  present  values  when  the  property  is 
taken  over  and  not  after  its  value  is  destroyed  through  inefficient 
operation.  In  that  event,  what  would  the  packers  do  with  their 
packing  plants,  if  all  of  their  instrumentalities  are  taken  over  as 
this  bill  contemplates? 

This  bill  covers  stock  yards,  railroads  at  stock  yards,  refrigerator 
cars,  branch  houses,  cold  storage,  rendering  and  serum  plants.  I  shall 
discuss,  each  in  the  order  named,  onljr  the  five  big  subjects,  to  wit. 
stockyards,  stockyards  railroads,  refrigerator  cars,  cold  storage  and 
branch  houses. 

(a)  Stockyards  and  atooJcyards  terminals, — ^I  will  consider  stock- 
vards  and  terminals  at  stockyards  at  the  same  time,  because  their 
history  is  the  same.  It  might  be  well  to  first  understand  just  what  a 
stockyards  is.  The  Federal  Trade  Commission  would  treat  a  stock- 
yard as  a  part  and  parcel  of  a  railroad — that  is,  as  a  depot.  This  is 
entirely  erroneous,  as  the  basis  of  a  stockyards  is  completely  dis- 
tinct and  separate  from  that  of  a  railroad.    The  railroad  tracks 
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leading  from  the  trunk  lines  of  the  carriers  to  the  unloading  docks 
and  unloading  pens  are  furnished  by  the  terminal  company  and  are 
defined  by  tlie  act  to  regulate  commerce  as  railroad  facilities  as 
"transportation"  subject  to  that  act.  These  tracks  and  unloading 
docks  and  unloading  pens  constitute  a  separate  and  integral  facility 
and  have  no  part  in  tlie  handling  of  live  stock  at  the  market. 

The  duty  of  the  common  carrier,  according  to  the  Supreme  Court 
of  the  United  States,  ends  when  it  unloads  the  live  stock  into  suitable 
unloading  pens  or  cliutes.  And  that  is  exactly  where  the  work  and 
duty  of  a  stockyard  commences.  The  live  stock  are  then  driven  by 
employees  of  tne  commission  men  from  the  unloadinfi;  pens,  or 
chutes,  to  the  pens  of  the  stockyards  for  the  purpose  of  being  fed 
and  watered  and  sold.  These  feeding  and  sales  pens,  iti  large  stock- 
yards, occupy  several  hundred  acres.  In  other  words,  the  stocky ards 
IS  a  market  place,  and,  incidentally,  the  live  stock  are  penned,  rested, 
fed,  waterea,  and  weighed.  When  sold  they  are  driven  to  the  scales 
to  be  weighed  and  delivered  to  the  purchaser.  It  is  the  work  of  the 
commission  men  to  feed  and  water  tne  animal,  and  it  is  always  given 
all  the  feed  and  water,  and  especially  water,  that  it  can  hold  before 
being  weighed  to  the  packer. 

The  stockyards  are  always  constructed  to  make  as  short  a  drive  as 
possible  for  the  animals  before  sale  to  the  packer  and  thus  prevent 
shrink,  which  would  represent  a  loss  to  the  shipper,  especially  as  to 
hogs.  The  yards  are  ciivided  up  so  that  the  cattle  will  have  one 
division,  the  hogs  another,  the  sheep  another,  and  the  horses  and 
mules  another.  Cattle  coming  from  tick-infested  territories  are 
placed  in  the  quarantine  section. 

Let  it  be  understood  that  stockyards  could  not  exist  without  pack- 
ing houses-,  because  the  packer  furnishes  the  market  at  the  yards; 
nor  could  packing  houses  exist  without  a  stock>;ards,  because  the* stock- 
yards is  where  the  packer  uets  his  raw  material.  Consequently,  the 
packer  is  directly  and  vitally  interested  in  keeping  up  the  yards  and 
seeing  that  they  are  properly  maintained  so  that  they  will  Ge  patron- 
ized oy  the  producers  and"  so  that  the  packer  will  be  assured  of 
sufficient  raw  material  with  which  to  operate  his  plant.  That  is  the 
real  cause  of  the  packer  being  interest ea  in  the  various  stockyards  of 
this  country,  and  that  is  the  reason  why  he  should  be  interested.  It 
is  also  to  the  interest  of  the  producer  that  the  packer  should  be 
interested,  because  it  means  that  he  will  support  these  yards,  and  that 
is  exactly  what  the  producer  wants. 

The  idea  of  creating  one  central  market  in  each  live-stock  centiT 
was  the  outgrowth  of  necessity,  developed  in  Chicago  in  the  yenr 
18^)5,  and  has  been  followed  successfully  ever  since  in  all  of  the 
leading  live-stock  markets  in  this  country. 

As  a  matter  of  history  it  might  be  said  that  originally  each  of  the 
leading  railroad^  entering  Chicago  maintained  a  terminal  stockvanU. 
just  as  Mr.  Colver,  chairman  of  the  Federal  Trade  Conimis^ion,  i^ 
hugg(»sting  in  his  testimony  at  present,  l)Ut  this  plan  did  not  work 
satisfactorily,  either  to  the  railroad,  the  shipper,  or  the  buyer.  Thi- 
was  due  to  the  fact  that  the  shippei-s  and  feeders  found  the  bo<t  way 
t^)  gi»t  the  strongest  competition,  or  the  highest  prices,  was  to  have 
their  stock  where  the  buying  strength  was  the  strongest.  Naturally, 
the  buvers  were  more  numerous  at  the  terminals  of  the  lines  bringing 
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in  the  largest  number  of  cars  of  live  stock,  and  as  a  natural  and 
necessary  result  the  shippers  patronizing  the  smaller  lines  were 
placed  at  a  disadvantage  because  they  could  not  get  buyers  to  look 
at  their  stock  until  they  had  looked  over  the  receipts  at  the  yards  of 
larger  lines ;  and  in  many  cases  they  could  not  sell  their  stock  unless 
there  was  not  enough  at  the  larger  yards  to  supply  the  demand. 

This  situation  brought  about  the  organization  of  the  Chicago 
Union  Stockyards.  When  these  yards  were  first  built,  each  railroad 
handled  the  stock  in  and  out  of  the  yards,  which  brought  about  long 
delays  to  shippers,  because  each  railroad  looked  after  only  its  own 
business,  resulting  in  delays  to  the  business  of  its  competitors.  The 
only  wav  to  overcome  this  difficulty  and  avoid  these  delays  was  for 
the  stockyards  to  operate  its  own  terminals  where  each  shipper  on 
each  railroad  would  have  equal  rights  with  all  other  shippers  enter- 
ing the  market. 

This,  in  brief,  is  the  history  of  the  devel<  pii i€  at  of  one  central 
market,  with  its  own  railroad  terminals,  and  this  is  the  plan  of  all 
large  industries,  as  well  as  all  live  stock,  ard  titer  more  than  50 
years  of  operation  it  has  been  found  to  be  the  Viest  jlan  for  all  con- 
cerned. 

After  the  Chicago  Union  Stockyards  w  ;re  ii  c  |  errtion  and  pack- 
ing houses  were  built,  live  stock,  in  large  <iuantiti  =  3,  from  the  South, 
Southwest,  West,  and  Northwest,  commenced  moving  in  large 
quantities  to  Chicago.  As  a  result,  large  feed  yai  ds  were  established 
by  the  railroads  at  junction  points,  viz,  East  St.  Louis,  Kansas  City, 
Omaha,  and  St.  Paul.  The  shippers,  desiring  to  avoid  the  long  and 
expensive  shipping,  continually  urged,  the  packers  to  establish  pack- 
ing houses  nearer  the  point  of  production,  with  the  result  that  in  time 
Sacking  houses  were  established  at  each  of  these  feed  yards  and  the 
hicago  plan  of  centralizing  the  market  and  creating  union  terminals 
was  adopted  as  the  best  plan.  This  is  the  history  of  the  develop- 
ment of  stockyards  and  stockyards  terminals  in  the  cities  of  East 
St.  Louis,  Kansas  City,  Omaha,  and  St.  Paul. 

The  railroads  anxious  to  avoid  the  long  hauls,  with  resulting  claims, 
were  anxious  to  encourage  these  changes,  and  have  stockyards  ana 
pacfcinff  houses  established  closer  to  the  point  of  production,  and 
place  the  stockyards  and  stockyards  terminals  into  the  hands  of  those 
interested  in  this  line  of  business,  feeling  that  there  was  no  more 
reason  for  the  railroads  operating  a  sales  place  for  live  stock  than 
that  they  should  operate  a  sales  place  for  any  of  the  other  products 
hauled  by  the  railroads. 

Naturally,  the  railroads  turned  to  the  packers  for  this  assistance, 
feeling  that  if  the  packers  could  be  induced  to  take  an  interest  in  the 
yards  and  build  packing  houses  at,  or  near,  the  yards  that  then  the 
packers,  necessarily,  would  keep  the  yards  in  an  attractive  and  work- 
able condition. 

Of  course,  the  packer  could  not  be  interested  in  building  large 
packing  houses,  entailing  great  investments  of  money  at  these  points 
until  he  was  assured  of  a  steady  and  reliable  market  in  the  future, 
and,  in  most  instances,  an  interest  in  these  yards  was  acquired  by  the 
packers. 

It  must  be  apparent  that  it  is  to  the  interest  of  the  producer  that 
the  packing  house  be  located  near  the  point  of  production,  because 
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that  will  save  both  the  expense  of  longer  shipment  and  shrink  in  thf 
.  animal.  Accordingly,  in  time,  stockyards  were  established  at  Si. 
Joseph,  Wichita,  Denver,  Fort  Worth,  and  Oklahoma  City,  but  thL*^ 
honorable  committee  will  readily  understand  that  the  yards  in  the 
cities  last  mentioned  must  necessarily  be  much  smaller  than  the  yards 
in  Chicago,  East  St.  Louis,  Kansas  City,  or  Omaha.  Some  of  the?** 
cities  will  scarcely  support  two  packing  houses,  but  in  such  cas**^ 
it  must  be  self-evident  that  it  is  to  the  interest  of  the  producer,  anil 
the  community  where  such  markets  are  located,  that  the  two  packing 
plants  should  be  kept  going  and  that  one  should  not  be  pemiitte<i 
to  increase  at  the  cost  of  the  other,  because  this  would  necessarily 
result  in  "  ruinous  competition,"  and  put  one  of  the  packing  hoa^^^ 
out  of  business,  and  this  in  turn  would  put  the  other  out  of  business, 
because  no  market  in  the  world  can  be  maintained  with  only  one 
buyer. 

The  original  location  of  these  small  stockyards  also  presented  th^ 
serious  question  of  creating  a  market.  There  can  be  no  successful 
stockyards  without  a  packmg  house,  and,  on  the  other  hand,  there 
can  be  no  successful  packing  house  without  stockyards.  In  ca^  om* 
of  the  packers  woiild  want  to  build  a  new  packing  house  in  a  new 
territory  and  develop  a  new  market,  it  must  be  perfectly  apparent 
to  this  honorable  committee  that  it  would  be  absolutely  impossible 
to  get  any  outside  capital  to  build  the  stockyards  in  such  a  ca.*^. 
This  is  the  history  of  and  the  reason  why  the  packers  own  both  tlie 
packing  plants  and  the  stockyards  in  these  smaller  markets.  It  was 
simply  inevitable,  if  these  markets  were  to  be  developed  in  new 
territory.  This  was  in  the  interest  of  the  producer  ana  everybody 
else  connected  with  this  vast  industry.  Yet  a  great  deal  is  said  in 
the  report  of  the  commission  about  these  so-called  "  fifty-fifty  **  mar- 
kets, as  if  this  work  in  building  up  new  markets  in  new  territory 
close  to  the  producer  was  a  crime  in  itself.  I  only  hope  tliat  thi** 
matter  can  be  fully  and  accurately  understood.  The  more  light  on 
that  particular  question  the  better. 

Turning,  for  the  moment,  to  the  consideration  of  the  terminals 
at  the  stockyards,  I  say  it  would  be  the  height  of  folly  for  any  large 
stockyards  to  depend  upon  any  one  railroad  to  operate  the  terminal^ 
at  the  yards,  for  it  would  be  but  natural  to  expect  that  this  railroad 
would  look  after  its  own  patrons  first  and  best.  It  would  uho  be 
the  height  of  folly  to  expect  to  give  all  railroads  opportunitv  to  op- 
erate their  trains  in  and  out  or  the  yards,  because  it  would  mean 
confusion  and  delav  to  all,  and  could  not  be  done  without  loss  of  time 
and  delays  to  stock,  and  anybody  who  knows  anything  at  all  aU^ut 
this  business  knows  that  it  is  of  the  greatest  importance  to  the  ship- 
per to  get  his  stock  promptly  to  the  unloading  chutes,  ^t  them  on* 
loaded,  fed  and  watered  and  in  good  shape  to  be  exhibited  for  sale. 
On  the  other  hand,  delay  means  shrink,  which  is  a  loss  to  the  ship- 
per. Consequently,  it  has  been  found  to  the  interest  of  all  that  the 
railroad  terminals  at  these  stockyards  should  be  operated  by  tht- 
people  who  have  but  one  interest,  viz:  to  give  to  each  live  stock 
shipper  the  best  |>ossible  service,  so  that  he  will  be  satisfied  to  con- 
tinue to  ship  to  that  market.  And  that  is  the  big,  main  reason  under- 
lying the  organization  and  operation  of  these  terminals  at  the  >t<K*k> 
vards. 
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One  big  fact  stands  out  in  connection  with  the  stockyards  and 
stockyards  terminals,  as  to  the  report  of  the  commission  on  which 
this  bill  is  based,  and  that  is,  that  no  facts  are  given  of  discrimination 
and  not  a  single  instance  is  mentioned  where  the  yards  were  not 
conducted  efficiently  and  fairlj  and  squarely  in  the  interest  of  its 
patrons.  In  that  connection  it  must  be  borne  in  mind  that  these 
stockyards  are  public  markets,  and,  before  the  war,  the  railroad 
rates  and  charges  at  the  yards  were  subject  to  the  supervision  and 
control  of  the  Interstate  Commerce  Commission,  so  that  it  would  be 
absolutely  impossible  for  there  to  be  any  discrimination  whatever, 
and  thei'e  never  has  been  any  such  discrimination.  There  is  there- 
fore no  necessity  for  this  bill  from  that  source,  because  no  advantage 
could  be  taken  or  given  if  such  was  the  desire  of  any  of  the  yardsi 

Let  us  consider  for  a  moment  the  effect  of  the  workings  of  this 
bill  upon  the  stockholders  therein,  and  at  this  point  I  might  say 
that  so  far  as  the  Chicago  yards  are  concerned,  neither  Morris  &  Co., 
nor  any  member  of  the  Morris  family,  or  any  one  on  behalf  of  either 
the  corporation  or  the  family,  either  directly  or  indirectly,  ever 
owned  any  stock  or  interest  in  the  Chicago  yards  whatever.  I  make 
this  statment,  not  because  it  would  be  w^rong  or  improper  to  have 
such  holdings,  but  because  there  has  been  so  much  said  in  the  public 
press  and  otherwise  about  the  interest  of  the  packers  in  the  Chicago 
yards. 

More  than  9,000  shares  of  the  East  St.  Louis  yards,  out  of  a  total 
issue  of  43,000  shares,  are  owned  by  people  who  have  no  interest 
whatever  in  the  packing  business. 

Seventy  per  cent  of  the  capital  stock  of  the  Kansas  City  yards  is 
ownt»d  by  people  having  no  interest  or  connection  whatever  with  the 
packing  industry,  and  the  stock  is  dealt  in  largely  on  the  Stock  Ex- 
change, so  that  anybody  can  very  quickly  and  easily  acquire  a  sub- 
stantial interest  in  these  yards. 

At  Omaha  and  St.  Paul  large  blocks  of  stock  are  held  by  others 
than  the  packers. 

Suppose,  for  instance,  that  there  is  a  certain  stockyards  in  the 
Northwest  that  has,  through  its  favorable  location  and  careful  man- 
agement, made  a  success.  Would  it  be  just  to  its  stockholders  for 
Government  operation,  under  this  bill,  to  divert  the  business  from 
such  yards  to  other  yards  less  favorably  located,  and  yet  that  is 
entirely  possible  if  this  bill  becomes  a  law. 

To  be  more  explicit — suppose  a  live  stock  shipper  owns  stock  in 
the  yards  at  St.  Paul.  Naturally  he  has  a  pride  m  such  yards  and 
works  for  their  success.  Would  it  be  just  to  him  to  have  his  profits 
taken  to  build  up  vards  for  the  live  stock  shippers  of  some  other 

State?  '     • 

I  want  to  direct  another  question  to  the  natural  workings  and  effect 
of  this  bill.  If  this  bill  becomes  a  law,  what  incentive  would  there 
be  for  any  one  to  build  up  any  new  yards,  with  the  knowledge  that 
when  the  yards  get  over  the  hard  part  and  their  receipts  are  brought 
up  to  500,000  head  per  annum,  that  the  Government  would  then  take 
them  over  under  this  bill  and  conduct  the  business?  I  say  that  this 
bill  will  destroy  absolutelv  all  initiative,  all  incentive,  and  all  effort 
to  build  up  small  yards  in  the  future  near  the  producer,  because  the 
moment  they  would  reach  the  500,000  limit  th6y  would  come  under 
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this  law,  and  no  one  will  work  to  build  up  a  business  unless  he  is  to 
get  the  benefits  thereof.  In  other  words,  the  bill  strikes  at  initiative 
and  individiial  effort,  and  ambition,  and  particularly  at  the  future  of 
small  yards  near  the  producer. 

I  would  also  call  to  the  attention  of  this  honorable  committee  the 
fact  that  the  report  of  the  Federal  Trade  Conunission  will  be 
searched  in  vain  for  any  specific  case  where  the  shipper  was  injured 
as  a  result  of  the  packers  having  an  interest  in  the  yards.  On  the 
other  hand,  the  report  itself  cites  numerous  instances  where  stock 
was  sold  for  more  in  these  small  markets  because  of  the  "  support  *^ 
of  the  particular  packer  interested  in  that  particular  yard.    The  great 

groblem  here  is  not  the  Chicago,  Kansas  City,  East  St  Louis,  or 
^maha  yards.  There  are  plenty  of  buyers  on  these  yards  and  they 
will  take  care  of  themselves.  But  the  most  important  question  in  tb« 
disposition  of  this  particular  subject  is,  what  is  to  become  of  the 
smaller  yards,  the  "  fifty-fifty  "  yards,  which  exist  now  solely  as  a 
result  of  this  support  by  the  packers?  Does  the  producer  waAt  that 
support  withdrawn?  Is  it  to  the  interest  of  the  producer,  or  any 
one  else,  that  the  interest  of  the  packers  in  these  yards  should  be 
removed  ?  Who  will  "  support "  them,  if  the  interest  of  the  packer 
in  the  yards  is  destroyed  ?  In  other  words,  is  not  this  bill  a  move  to 
centralize  the  live-stock  business  in  the  big  yards,  whereas  the  ten- 
dency should  be  to  encourage  and  build  up  more  small  yardb  closer 
to  the  production  ? 

I  would  fllso  call  your  attention  to  the  fact  that  not  only  no  case 
has  been  cited  where  injury  was  done  through  packer  ownership  or 
interest  in  these  stockyards,  but  also  that  no  discrimination  or  unfair 
practices  by  the  stockyards  have  been  pointed  out.  And,  more  im- 
portant stiil,  no  practice  or  evil  under  the  present  arrangement  has 
been  cited  and  which  will  be  corrected  through  this  bill.  The  owner- 
ship of  the  yards  can  not  possibly  affect  the  prices  paid  for  live  stock 
therein,  because  any  one  wanting  to  buy  can  buy  any  stock  in  the 
yards  for  sale.  It  is  a  public  market.  The  stockyards  c<Hnpany  has 
no  ownership  interest  whatever  in  the  stock  offered  for  sale  in  its 
yards.  The  stock  is  consigned  to  commission  men,  who  take  charge 
of  the  stock  and  handle  it  in  the  yards  for  the  owner.  The  opermtion 
or  ownership  of  the  yards  by  the  Government  can  not  in  any  way,  or 
to  any  extent  whatever,  make  the  }'ards  more  open  or  compeCitivo 
than  they  now  are. 

Of  course,  I  appreciate  that  possibly  no  great  good  would  be 
served  by  discussing  at  length  the  province  and  workings  of  the  ter- 
minals in  the  stockyards,  because  they  are  now  under  Government 
operation  as  a  war  measure  and  no  one  can  tell  at  this  time  just  what 
disposition  will  be  made  of  the  railroads.  At  the  same  time,  I 
thought  it  but  proper  that  you  should  know  the  history  of  these  ter- 
minals and  the  reasons  back  of  their  present  organization  and  opera- 
tion, and  particularly  to  make  it  very  clear  that  the  present  great 
efficiency  has  been  brought  about  through  the  one  fact  tliat  some  one 
interested  in  the  industry  and  in  maintaining  and  bnildioff  up  the 
market  has  centralized  the  live  stock  depots  of  these  railroads  so  that 
all  shippers  would  necessarily  be  treated  alike  and  on  the  same  b«si<^ 
and  so  that  discrimination  would  not  be  possible. 
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• 

It  must  be  very  clear  to  this  honorable  committee  that  the  packer 
•  could  have  no  interest  but  the  welfare  of  the  yards,  because  the  wel- 
fare of  his  packing  industry  is  wrapped  up  in,  and  depends  upon,  the 
welfare  and  future  of  the  yards.  The  great  question  under  this  bill 
is  whether  it  is  advisable  to  strike  down  and  take  away  from  these 
yards  the  interest  which  the  packers  now  very  properly  have  in  them, 
and  which  the  history  of  the  business  has  shown  to  have  been  in  the 
best  interest  of  the  yards  and  of  their  patrons. 

Not  that  it  would  be  decisive  of  the  wisdom  of  this  particular  fea- 
ture of  the  bill,  yet  I  would  like  the  proponents  of  the  bill  to  advise 
this  committee  whether  it  is  not  the  fact  that  under  Government  op- 
eration, while  the  rates  for  the  operation  of  the  stockyards  termi- 
nals have  been  increased,  these  terminals  have  been  operated  by  the 
Government  at  a  loss.  An  answer  to  this  inquiry  would  tend  to  prove 
two  things,  first,  the  efficiency  with  which  these  terminals  were  op- 
erated before  the  Government  took  over  such  operation ;  and,  second, 
that  they  were  operated  on  lower  rates  than  those  the  Government 
now  gets.  In  other  words,  it  might  be  to  some  extent  enlightening 
as  to  the  advisability  of  Government  operation  for  Government  op- 
eration has  had  the  benefit  not  only  of  increased  rates,  but  also  of  in- 
creased tonnage,  and  this  bill  seeks  to  give  operation,  with  possible 
ownership,  of  these  facilities.  This  and  any  additional  cost  of  Gov- 
ernment operation  is  borne  by  the  producer  and  consumer. 

(B)  Refrigrator  cars. — ^Tlie  refrigerator  car  again  emphasizes  the 
importance  of  the  fact  that  the  packer  is  constantly  dealing  with  a 
highly  perishable  product.  Fresh  meat  must  be  properly  refrig- 
erated from  the  time  it  leaves  the  killing  floor  until  it  reaches  the 
consumer.  Hence,  if  the  packer's  product  is  to  be  sold  at  any  dis- 
tance from  the  packing  house,  there  must  be  refrigerator  cars,  and 
they  can  not  be  dispensed  with  because  a  big  part  of  the  population 
is  in  the  East  and  the  packing  houses  are  in  the  West. 

The  refrigerator  car  not  only  emphasizes  the  difficulty  which  the 
packer  has  in  handling  his  product,  but  the  history  of  its  develop- 
ment also  emphasizes  the  initiative,  the  ingenuity,  the  efficiency,  and 
the  foresight  of  the  packer.  It  also  tells,  in  unmistakable  language, 
the  great  benefits  which  the  development  of  the  refrigerator  car,  by 
the  packer,  has  brought  to  the  human  race,  because  it  enables  all 
people  to  get  the  benefit  of  all  perishable  eatables  raised  at  any 
distance. 

When  we  go  back  to  the  history  of  the  refrigerator  car,  we  again 
are  met  with  the  proposition  that  the  refrigerator  car  was  developed 
by  the  packer  through  necessity.  Its  development  should  properly 
have  come  through  the  railroads,  and  yet  credit  for  the  existence  of 
the  refrigerator  car  is  entirely  due  to  the  big  packer.  In  the  early 
days,  the  packers  could  only  secure  common  box  cars  from  the  rail- 
roads for  shipment  of  this  perishable  product,  which  necessarily  con- 
fined the  business  of  the  packer  to  a  very  limited  territory,  because 
box  cars  not  only  jeopardized  the  commodity  itself,  but  limited  the 
shipping  season.  Thus  handicapped  in  the  expansion  of  their  busi- 
ness, the  packers  entreated  the  carriers  to  furnish  them  with  some 
kind  of  car  which  would  meet  their  requirements,  but  the  railroads 
refused  to  finance  any  experimental  work  in  this  direction  and 
forced  the  packer  to  invest  capital  to  develop  a  satisfactory  car. 
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When  the  car  was  developed,  the  railroads  declined  to  build  them, 
and  the  packers  were  compelled  to  invest  the  necessary  money  for" 
construction,  money  badly  needed  in  expanding  the  packing  busi- 
ness  at  that  time.  Thus  we  see  that  the  packer  became  the  owner  of 
refrigerator  cars  through  necessity  and  because  the  railroads  would 
not  nimish  them. 

When  the  packers  did  build  these  refrigerator  cars,  the  railroads 
then  saw  the  possibility  of  greatly  increasing  their  earnings  bv  tho 
use  of  the  ordinary  refrigerator  car  in  the  transportation  of  fruits, 
vegetables,  dairy  products,  and  dressed  poultry,  and  taking  advan- 
tage of  the  packers'  ideas  built  cars  for  general  use.  But  it  is  a  fact 
that  with  very  few  exceptions,  the  railroads  always  have  refused  to 
build  beef  refrigerator  cars,  which  must  be  built  with  larger  ict> 
tanks  and  more  insulating  material  and  heavier  general  framing;  to 
support  the  beef  carcasses  from  the  roof  than  the  ordinary  re^ig- 
erator  car. 

Let  us  dis<uss  for  a  moment  the  great  benefits  that  have  come  to 
the  people  generally  through  the  development  of  the  refrigerator  ran 
by  the  packer.  Before  the  refrigerator  car  was  brought  into  existence 
the  people  of  this  country  very  generally  were  supplied  by  the  small 
local  butcher,  who  bought  a  cow,  a  steer,  a  calf,  one  or  two  pigs  or 
sheep,  and  slaughtered  once  or  twice  a  week,  as  his  business  de- 
manded, doing  all  the  work  by  hand  and  offering  the  meats  to  the 
public  within  36  hours  from  the  time  of  killing,  as  a  ^neral  rule  no 
refrigeration  at  all  being  provided  for.  As  a  result,  the  pro<lnct 
could  not  be  in  as  good  condition  for  human  consumption  as  is  the 
product  of  the  modern  packer,  where  every  known  device  is  U'M^d  to 
put  the  meats  in  the  best  possible  condition  before  being  offered  to 
the  public.    The  small  butcher  could  onlv  save  some  of  the  more  im- 

Eortant  by-produ(  ts.  In  addition  to  the  meat  being  in  infinitely 
etter  condition,  the  entire  animal  is  now  used  so  that  the  packer  can 
sell  the  meats  at  a  lower  price  than  actual  cost,  the  packer  depending 
upon  these  by-products  for  his  profit.  The  big  packers  now  have  a 
large  force  of  chemists,  who  arc  constantly  endeavoring  to  produce 
more  and  more  by-products  from  the  offal,  with  the  possible  effect  of 
keeping  down  the  price  of  meats  for  human  consumption.  This  L^ 
why  the  price  of  meat  has  not  increa^^ed  in  the  same  ratio  as  has  the 
value  of  land  in  tlie  stock  raising  country,  and  everv  improvement 
of  the  packer  a«  t^  as  a  brake  against  any  further  actvant  e  in  meat 
pri(  es. 

In  addition  to  that,  the  refrigerator  car  is  used  by  the  large  pack- 
ers to  distribute  meats  in  the  best  pos-^ible  condition  in  communities 
which  would  not  justify  the  maintenance  of  a  branch  house  market. 
Thi.s  is  done  by  means  of  what  is  called  the  refrigerator,  or  peddler, 
car.  Morris  &  Co.  has  205  of  these  car  roiltcs  touching  5.074  towns, 
the  sales  through  these  car  routo*^  for  the  fis -al  year  ending  Novem- 
ber 2,  191ft,  amounted  to  more  than  $.*]n,000.00b.  It  brings  to  the 
home  of  the  consumer  in  even*  s^ntion  of  this  countrv,  and  se*  tion^ 
of  tho  country  whi<h  would  not  support  branch  houses,  the  pmckor 
bacon  for  his  breakfast  and  steaks  and  chops  for  his  dinner.  This 
alone  is  rendered  possible  by  the  refrigerator  car,  because  a  certain 

Eopulation   is  required  before  the  overhead  in  conne;-tion  with  a 
ranch  h<mse  market  is  justified. 
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Morris  &  Co.  has  approximately  3,000  of  these  refrigerator 
cars  for  the  use  of  which  the  railroads  make  a  maximum  allow- 
ance of  1  cent  per  mile,  while  it  was  show^  hj  the  railroads  in 
the  Western  Rate  Advance  Case  that  it  cost  the  railroads  1.637  cents 
to  operate  their  own  freight  cars  each  mile  a  car  ran.  At  first  in 
order  to  encourage  the  packers  to  build  additional  equipment  and 
to  relieve  themselves  of  the  financial  investment  and  trouole  in  con- 
nection with  the  operation,  the  carriers  paid  the  car  owners  as  high 
as  one  and  a  half  cents  per  mile  for  every  mile  the  car  ran,  loaded 
or  empty.  But  in  1888,  the  railroads  cut  this  rate  to  1  cent  per 
mile,  and  in  1894  to  f  cent  per  mile,  except  generally  speaking  in  the 
territory  west  of  the  Mississippi  Biver,  where  they  continued  to  pay 
1  cent.  This  J  cent  rate  applied  until  October  1,  1917,  when  the 
packers,  thoroughly  convinced  the  carriers  that  they  could  no  longer 
operate  these  cars  in  eastern  territory  on  a  f  cent  rate,  and  the  rate 
was  then  increased  to  1  cent  per  mile. 

However,  since  this  1  cent  rate  was  made  effective  as  of  October  1, 
1917,  labor  and  materia!\  costs  have  so  increased  that  this  rate  will 
not  take  care  of  car  repairs  and  depreciation  alone,  making  no  allow- 
ance whatever  for  interest,  administration,  insurance,  miscellaneous 
expenses,  and  profit.  Taking  these  latter  items  into  consideration, 
the  result  of  operation  of  the  Morris  cars  for  the  first  10  months  of 
1918  was  at  a  loss  of  over  $20,000  per  month.  In  other  words,  these 
cars  were  failing  to  pay  for  themselves  out  of  the  mileage  they  earned 
by  approximately  $7  per  car  per  month,  without  any  consideration 
being  given  to  any  income  on  the  investment. 

In  this  connection  it  should  not  be  overlooked  that  the  packer, 
who  owns  his  cars,  pays  the  same  freight  rates  as  the  smaller  packer 
who  uses  cars  furnished  by  the  railroad  without  cost  to  himself.  I 
have  searched  the  report  of  the  Federal  Trade  Commission  in  vain 
to  find  one  word  to  the  effect  that  there  was  any  rebate,  or  undue 
allowance,  to  the  packer  on  account  of  this  refrigerator  car.  In  fact, 
the  report  fails  to  show  a  single  item  or  instance  by  which  the  big 
packer  gets  any  advantage  through  the  use  of  this  refrigerator  car, 
unless  it  be  the  fact  alone  that  it  is  possible  to  ship  his  product  be- 
cause of  the  refrigerator  car.  If  that  is  the  true  situation,  then  the 
relief  granted  should  be  that  the  Government  should  build  refrig- 
erator cars  for  the  smaller  packer  or  anybody  else  who  has  need  for 
same,  instead  of  taking  from  people  their  own  property,  which  they 
developed  at  great  cost  and  need  badly  in  their  business. 

It  is  the  fact  that  the  big  packers  do  not  now  have  any  more  refrig- 
erator cars  than  they  need,  and  if  this  bill  is  passed  it  must  be  ap- 
parent that  great  injustice  might  be  worked  against  the  men  who 
really  developed  this  great  benefit  to  the  people,  by  diverting  their 
cars  to  their  competitors  or  for  use  in  other  lines  of  business.  For 
instance,  when  the  potato  crop  is  at  its  height,  or  during  the  shipping 
season  of  the  southern  peach  crop  or  some  of  the  California  fruits, 
these  cars  might  be  diverted,  through  stress  of  political  influence  from 
those  particular  quarters.  Thus  the  men  who  developed  and  built 
these  cars  might  be  deprived  of  their  use  in  their  own  business,  and 
the  live-stock  and  packing-house  industry  be  badly  crippled  for  the 
benefit  of  some  other  industry. 

What  particular  evil  is  sought  to  be  destroyed  by  the  taking  over 
of  these  refrigerator  cars?    None  has  been  pointed  out.    The  only 
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argument  that  I  have  been  able  to  gather  from  the  report  and  the 
testimony  so  far  ^ven  is  that  the  refrigerator  car  is  one  of  the  means 
of  distribution  of  the  big  packer  and  if  taken  away  from  the  big 
packer  he  would,  to  that  extent,  be  unable  to  compete  with  the  whole- 
sale grocer.  If  the  object  of  this  bill  is  to  cripple  industry,  then  there 
can  be  no  answer  to  such  argument,  because  the  bill  would  necessarily 
have  that  effect^ 

Surely  the  object  is  not  to  have  the  cars  operated  any  more  cheaply 
so  that  the  consumer  will  get  cheaper  meat,  because  it  can  be  ab- 
solutely  demonstrated  that  these  cars  are  not  now  being  operates! 
on  a  profitable  basis.  And,  in  that  connection,  it  is  quite  significants 
to  say  the  least,  that  not  one  charge  has  been  made  to  the  effect  that 
the  packer  gets  any  undue  revenue  out  of  the  operation,  or  use,  of  these 
cars.  Consequently  it  can  not  be  said  that  the  packer,  through  the  use 
of  the  refrifi^rator  car,  is  enabled  to  put  up  the  price  of  meat  to  the 
consumer.  Then  why  take  these  cars  from  the  packer  and  give  them 
over  to  Government  operation,  because  experience  has  taught  that 
Government  operation  is  more  expensive,  and,  if  more  expensive, 
to  that  extent  must  the  cost  of  meat  be  advanced  to  the  consumer 

Complete  control  of  the  packers'  cars  to  prevent  discrimination  or 
other  unlawful  practices  is  now  vested  in  the  Interstate  Commerce 
Commission. 

A  very  extended  and  exhaustive  study  of  private  car  lines  has 
been  maile  by  that  body  in  a  very  thorough  and  complete  opinion 
on  the  entire  subject.  And  at  this  point  I  would  like  to  read  into 
the  record,  as  a  part  of  my  testimony,  the  decision  of  the  Inter^iate 
Commerce  Commission  bearing  on  this  subject; 

For  more  than  30  years  privately  owned  cars  have  been  extensively  used  to 
transport  ccmiinmlitles  in  Interstate  commerce.  They  came  into  use  orlKiiutMy 
becnuse  the  rnllnmdH  would  not.  or  did  not,  supply  them  in  sufficient  quantities 
to  nKM»t  the  demand.  The  paclcers,  who  are  the  larsest  users  of  refripemt«»r 
cars.  Including;  meat  cars,  state  that  they  are  perfe<*tly  willing  that  mrrirrt 
should  own  all  cars  used  by  them,  "  provided  they  are  insure<l  at  all  tiroes  an 
ad4H]uate  supply."  The  proviso  qualifiers  their  ncceptan<»e  of  the  principle  to 
the  extent  of  practically  nullifying  it.  If  nil  cars  wore  own<»<i  and  furnl>*'  ^J 
by  carriers,  In  times  of  shortage  the  packers,  as  well  as  all  other  shippers  of 
like  t rathe,  would  l)e  entitled  to  no  more  tlinn  their  fair  share  of  all  csr< 
available.  No  class  of  <*nrs  In  railroad  service  is  used  more  effectively  than  the 
cars  owned  by  lar^e  sliip|>erM.  They  have  orpiiilzattons  of  men  to  see  to  it 
that  their  cars  move  as  pnunptly  as  i»o*«s!!)h»,  both  loadtnl  an«l  empty.  Th»* 
carriers  of  the  country  could  not  as  cfT^H^tively  handle  the  entire  refrlcrrn'or 
and  tank  car  equipment  as  is  now  done  by  the  Intervention  of  prlvatt*  own^T^. 
The  car  lin«*s  Iinve  fonvs  of  exiierts  to  watch  the  crop  prospcH^ts  and  to  adM^" 
as  to  the  nee<l8  ot  particular  sections  of  the  country,  to  secure  curs  autl  •-^• 
tliat  they  are  on  hand  for  the  transiM»rtntlon  of  all  sorts  of  prothu'ts  In  n- 
fri  pern  tor  cars.  If  there  is  a  crop  failure  In  one  8ectl«»n  of  the  country  the  «Mr« 
are  sent  to  other  s4»ctions  and  are  kept  activ«»ly  in  use  to  the  hlRhest  decriN* 
possible.  The  oil  refiner  prcHiu<'«»s  certain  kinds  of  oil  and  desIreH  to  n*«*' 
<*ertain  i-ustomers.  No  i-arrier  could  inform  itself  as  to  bis  needs  nnd  Iii>ur»» 
that  he  would  have  the  kind  and  numl>er  of  cars  to  enable  him  to  condu«*t  In^ 
bU8in<*ss  ecfmomlcnlly  and  efficiently.  If  private  owTiership  or  control  of  car« 
of  pnrtlcidar  tyi»es  results  in  jrreater  economy  ami  more  efficient  use.  the  whole 
public  is  to  that  extent  benefit cmI.  Ah  l)efore  state<l,  nearly  200,000  <tirs  resru- 
larly  us4Mi  in  interstate  cx>mmerce  are  now  hehl  In  private  ownership,  Aix^»ril* 
in(;  to  the  statistical  abstra<*t  i*ompiled  by  the  ccmnnisslon  for  the  year  en*M 
July  1.  lOlG,  there  were  2.313,300  freight  cars  of  all  kintls  owned  and  u^^l 
by  carri«*r«  of  the  country.  It  Is  probable  that  this  amonnt  Is  short  about 
20.<MN)  of  tlie  number  owne<I  by  the  carriers  on  January  1,  1918;  and  a»amlus 
that  (»n  that  date  the  total  equipment  of  railroad-owned  cars  was  2,5U0.0iA>.  tt 
follows  that  about  8  per  cent  of  that  number  Is  privately  owned. 
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In  the  beginning  carriers  could  no  doubt  have  insisted  upon  their  right  to 
furnish  all  equipment.  They  did  not  do  so,  and  in  tlie  course  of  years  there 
has  grown  up  a  system  of  private  ownership  of  such  magnitude  and  impor- 
tance that  it  must  be  reckoned  with  as  an  existing  condition.  Some  years  ago 
certain  car  lines  were  owne<l  by  shippers,  who  received  commissions  from 
carriers  transporting  their  traffic.  This  was  unlawful  as  a  commission  to  such 
shippers  from  published  rates.  No  such  commissions  are  paid  at  this  time, 
nor  have  there  been  for  many  years.  It  also  appears  that  some  years  ago 
carriers  paid  excessive  allowances  for  use  of  cars  to  certain  shippers,  which 
amounted  to  rebates,  but  so  far  as  this  investigation  has  shown,  there  are  no 
payments  of  that  character  now  being  made.  The  handling  of  private  cars  Is 
now  on  such  a  basis  that  there  does  not  appear  to  be  any  unlawful  practice, 
so  far  as  payments  by  carriers  to  shippers  are  concerned. 

*  ♦  *  *  *  41  * 

The  fiorstem  of  the  use  and  supply  of  private  cars  that  now  exists  can  not  be 
at  once  and  radically  changed  without  serious  consequences  to  shippers,  car- 
riers, and  the  public.  At  the  hearings  an  endeavor  was  made  to  secure  evi- 
dence with  respect  to  normal  transportation  conditions.  The  abnormal  con- 
dition of  last  fall  and  winter  are  admiittedly  not  such  as  would  Indicate  what 
would  be  just  and  reasonable  practices,  as  a  general  rule,  for  carriers,  ship- 
pers, private  car  owners,-  or  the  public. 

It  strikes  me  that  unless  some  evil  practiced  by  the  big  packer  or 
somo  improper  advantage  to  the  big  packer  can  be  pointed  out 
through  his  operation  of  the  refrigerator  cars,  which  are  now  being 
-operated  to  the  highest  point  of  efficiency  and  at  less  than  cojst,  then 
it  seems  fair  and  reasonable  that  these  cars  should  not  be  taken  from 
their  present  owners  and  turned  over  to  the  Government  for  opera- 
tion, which  means  added  cost,  which  in  turn  must  be  added,  in  the 
end,  to  the  price  of  meat,  and  which  the  consumer  will  pay. 

(C)  Cola-storage  warehouses, — The  whole  object  of  cold-storage 
warehouses  in  the  packing  business  is  to  preserve  the  surplus  meats 
produced  from  live  stock  shipped  to  the  various  markets  until  such 
meats  can  be  advantageously  marketed,  but  that  is  admittedly  to  the 
advantage  of  both  the  producer  and  the  consumer.  At  times  there 
are  extraordinary  runs  of  cattle,  hogs,  or  sheep  at  the  various  yards. 
Sometimes  this  is  due  to  usual  causes,  such  as  the  end  of  the  grass 
season  for  cattle  or  in  the  fall  for  hogs,  and  at  other  times  it  is  due 
to  something  unusual  and  out  of  the  ordinary,  as  for  instance  a 
drought  in  the  Southwest  or  a  cholera  scare  among  the  hog  feeders. 
If  there  were  no  cold-storage  warehouses  to  take  care  of  this  tempo- 
rary oversupply  this  live  stock  could  not  be  marketed.  This  would 
not  be  in  the  interest  either  of  the  producer  or  the  consumer,  because 
this  would  represent  a  clean  loss  to  the  producer  and,  reducing  the 
supply  to  that  extent,  would  necessarily  enhance  the  price  of  the 
finished  product,  whicn  would  be  to  the  detriment  of  the  consumer. 
In  fact,  it  would  represent  a  clean  loss  to  the  general  food  supply  of 
the  Nation.  Here,  however,  the  cold-storage  warehouse  steps  in 
and  saves  all  of  this  food  supply  from  waste.  At  the  same  time  the 
packer  must  pay  cold  cash  for  this  oversupply.  He  must  "  support " 
the  live-stock  market  to  that  extent,  and  he  does  this  because  he  is 
interested  in  the  market.  He  is  thus  not  only  out  the  use  of  the 
cash  paid  for  the  live  animals,  but  he  must  carry  this  product  in 
storage  until  it  can  be  marketed. 

Possibly  there  is  no  disposition  to  give  the  packer  any  credit  for 
this  "  team  work,"  but  the  fact  remains  that  we  start  out  in  the  con- 
sideration of  cold-storage  warehouses,  embraced  in  this  bill,  with  the 
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admitted  fact  that  the  cold-storage  warehouse  is  a  good  thing  in 
itself.    It  performs  a  valuable  service  for  the  people. 

Then  why  le^slate  on  this  subject  imless  some  abuse  has  crept  into 
the  conduct  of  the  warehouses,  for  we  admittedly  have  too  much 
legislation  in  this  country  now  of  one  sort  and  another.  The  answer 
can  not  be  found  in  the  Federal  Trade  Commission's  report  unless  it 
is  that  this  legislation  will  help  to  cripple  and  ultimately  destroy 
the  big  packers.  There  is  absolutelv  no  evidence  of  any  abuse  or 
mismanagement  in  connection  with  t)ie  cold-storage  warehouses,  but 
the  cold-storage  warehouse  is  one  of  the  "  instrumentalities  "  of  tlie 
packers,  and  as  the  packing  plants  themselves  can  not  be  taken  over, 
lor  political  and  other  reasons,  it  is  urged  that  all  instrumentalities 
be  taken  over,  whether  good  or  bad,  whether  properly  managed  or 
not,  and  thus  bring  about  at  least  the  destruction  of  the  efficiency  in 
the  packing  industry. 

Morris  &  Co.  has  but  one  cold  storage  warehouse,  the  Ashland  Cold 
Storage,  in  Chicago,  and  which  has  a  capacity  of  about  50,000,000 
pounds.  We  store  almost  that  amount  in  outside  public  warehoust*-- 
for  which  we  pay  the  regular  published  rates,  regulated  by  the  vari- 
ous State  utilities  commissions  where  the  different  warehouses  are 
Iwated.  So  I  can  not  st}e  where  we  have  any  possible  advantage  over 
our  competitors  through  this  one  cold  storage  warehouse  which  wo 
own. 

Morris  &  Co.,  in  addition  to  using  the  cold  storage  warehouse  to 
take  care  of  the  surplus  from  big  runs,  to  the  advantage  of  l)oth  pro- 
ducer and  consumer,  also  uses  the  cold  storage  warehouse  for  the  han- 
dling of  green  hams  and  other  fresh  pork  products. 

This  proposed  legislation  is  no  war  measure,  it  is  a  permanent  peace 
measure;  but  the  remarkable  circumstance  in  connection  with  cold 
storage  warehouses  is  the  fact  that  the  report  of  the  commission  doe^ 
not  show  any  illegal  or  improper  practice  in  the  conduct  of  these 
warehouses,  does  not  show  where  anybody  has  been  damaged  by  such 
operati(ui  to  any  extent;  and  yet  this  bill  would  enable  the  President 
to  practically  confiscate  this  property  because  he  could  under  the  bill 
build  or  rent  other  cold  storage  plants  altogether,  and  parties  pur- 
chasing live  stock  require  the  meats  to  be  stored  in  Government  ware- 
liou»-es.  leaving  the  packers'  warehouses  vacant,  and  then  turn  the 
pr<H*eeds  into  the  revolving  fund,  under  section  5  of  the  act,  and  build 

racking  houses  to  compet<»  with  the  packers  with  their  own  money, 
submit  that  this  is  paternalism  with  a  pretty  strong  hand. 

( D)  lirniirh  houj^ts. — A  branch  house  is  a  market,  or  sales  place,  for 
the  <iisposition  of  packinghouse  products  at  a  distance  fn^m  the  pack- 
ing plant  itelf. 

It  is  interesting  to  know  the  growth  and  development  of  these 
branch  hotist»s.  In  the  early  days,  l)efore  the  packers  had  develope<l 
refrigeration,  beef  in  the  large  eastern  cities  was  slaughtered  in  the 
adjoining  towns,  and  hauled  to  the  city  in  small  butcher  wagons  hold- 
inir  from  four  to  six  carcas>es  after  midnight,  and  was  then  Sf>ld  be- 
fore the  sun  got  verv  high.  In  Boston,  for  instance,  these  wagons 
would  stand  around  the  Quincy  and  Faneuil  Hall  markets.  In 
smaller  cities,  l)efore  the  days  of  refrigenition,  the  animals  were  killed 
in  the  small  IcKal  slaughterhouses,  and  while  still  retaining  the  ani- 
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mal  heat  were  placed,  in  the  butcher  shop,  or  in  the  market  place,  for 
sale  the  following  day.  This  meat  was  necessarily  sold  at  a  nigh  cost, 
relative  to  the  cost  of  the  live  animal,  owing  to  the  fact  that  practi- 
cally all  of  the  bv-products  were  wasted. 

When  the  pacting  houses  were  built  in  Chicago  the  receipts  of  live 
stock  soon  increased  to  the  point  that  local  consumption  would  not 
take  care  of  the  fresh  meats.  Consequently  it  became  necessary  to 
find  other  markets,  and  the  large  part  of  the  population  being  in  the 
East  that  section  was  sought.  At  first  beef  was  shipped  to  some  of 
the  eastern  markets  in  box  cars  when  the  weather  was  cold  enough, 
and  sold  at  auction  on  arrival,  but  this  wasteful  and  extravagant 
method  was  soon  discarded.  Necessity  is  the  mother  of  invention, 
and  necessity  produced  the  i^frigerator  car,  which  in  turn  brought 
into  existence  the  branch  house  because  there  would  have  to  be  a  sales 
place  for  the  product,  and  as  fresh  meat  is  highly  perishable  it  would 
have  to  have  proper  refrigeration.  The  branch  house  was  at  first  a 
crude  affair,  but  the  modern  branch  house  costs  from  $75,000  to  $250,- 
000.  With  the  demand  for  fresh  and  bright  looking  smoked  meats 
and  the  desire  to  constantly  improve  the  service  and  quality,  facili- 
ties for  smoked  meats  were  in  time  added  to  the  branch  house,  as  were 
also  sausage  factories  and  other  facilities  which  steadily  added  to  the 
increased  investment  in  the  branch  houses,  but  which  enables  the 
packer  to  bring  down  the  interest  of  overhead  operation  and  also  the 
price  to  the  consumer. 

The  branch  house  is  ordinarily  located  on  a  switch  track  near  the 
business  center  of  the  city  and  is  managed  by  experienced  men  who 
know  the  wants  of  the  particular  community. 

The  branch  house  is  in  the  interest  of  both  the  producer  and  con- 
sumer, because  without  distributing  facilities  which  a  branch  house 
affords  congestion  would  take  place  at  the  packing  plant  and  there 
would  be  no  market  for  the  live  stock.  Consequently,  it  is  to  the 
interest  of  the  producer  that  the  packers  have  proper  marketing 
facilities,  so  that  the  packer  can  always  afford  to  buy  the  live  stock 
on  the  market.  The  branch  house  is  the  onlj  source  through  which 
the  consumer  can  get  his  wants.  It  goes  without  saying,  that  it  is 
also  to  the  interest  of  the  consumer  that  the  packing  plants  be  oper- 
ated to  their  capacity,  and  this  means  volume.  But  this  can  not  be 
done  without  the  branch  house  as  a  marketing  facility,  because  this 
is  what  enables  the  packer  to  dispose  of  the  finished  product.  As  the 
packing  plants  are  now  operated  the  profit  of  the  packer  is  a  negli- 

S'ble  factor  compared  to  either  the  price  paid  to  the  producer  or  by 
e  consumer. 

Morris  &  Co.  established  its  first  branch  house  in  Philadelphia 
in  1885,  its  second  in  Baltimore  in  1886,  and  its  third  in  Washington 
in  1887.  The  company  now  has  186  branch  houses,  with  2,850 
employees,  and  it  also  has  265  car  routes,  selling  meat  in  active  com- 
petition at  all  points.  For  instance,  in  New  York  City,  in  addition 
to  the  5  big  packers,  there  are  75  wholesale  dealers  and  slaughterers ; 
in  Boston,  besides  the  5  big  packei-s,  there  are  13  large  wholesale 
dealers  and  16  houses  that  buy  from  local  slaughterers;  in  Fall 
River,  in  addition  to  several  local  slaughterers,  there  are  4  wholesale 
dealers  who  either  buy  in  carload  lots  or  sell  beef  for  other  concerns 
on  commission;  in  Providence  there  are  9  wholesale  dealers,  aside 
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from  the  large  packers,  who  buy  or  deal  on  the  market  and  purchase 
in  carload  lots,  and  there  are  5  local  slaughterers;  in  Pittsburgh  there 
are  12  or  more  wholesale  dealers  and  about  9  local  slaughterhouses; 
in  Detroit  there  are  7  local  packers,  4  sausaee  manufacturers,  3  com- 
mission houses,  and  6  car  routes  working  the  city,  aside  from  the  5 
big  packers;  in  Philadelphia,  in  addition  to  the  large  packers,  there 
are  about  a  half  dozen  slaughterhouses,  as  well  as  4  or  5  wholesale 
dealers ;  in  Altoona  there  is  1  packing  plant  and  3  firms  that  buy  in 
carload  lots,  about  6  wholesale  dealers,  and  2  of  the  small  packers 
operate  car  routes  into  the  city;  in  Cleveland  there  are  10  local 
shiughterers,  11  branch  houses,  3  car  routes,  and  4  dealers  who  pur- 
chase in  carload  lots,  besides  the  5  big  packers;  in  Memphis  there 
are  6  firms  that  buy  in  carload  lots  ana  about  5  wholesale  dealers. 

This  is  simply  characteristic  of  the  active  competition  that  Morris 
&  Co.  has  in  practically  every  city  in  which  it  operates  a  branch 
house  or  a  car  route. 

I  would  call  your  attention  to  the  fact  that  the  theory  of  the 
Federal  Trade  Commission,  as  to  branch  houses,  rests  upon  a  false 
premise.  Their  theory  was  no  doubt  very  accurately  stated  by  Chair- 
man Colver  in  his  testimony  before  this  honorable  committee,  in  the 
following  language,  to  wit : 

That  baring  been  transported  ami  the  freffb  meat  flrriving  at  Its  first  dentina- 
tlon  it  Is  natural  and  reaHonable  to  suppose  that  a  pro|)er  frolRht  botise  should 
be  provided  fo^  its  receipt  and  care,  just  ns  proper  freight  houses  are  prcparetl 
for  tlie  receipt  and  care  of  any  otlier  kind  of  merchiiiulisi*  that  is  sent  over  n 
common  carrier;  and  that  such  freight  houses  should  be  open  to  all,  on  equal 
terms.  But  we  found  that  these  freight  houses  were  not  freight  houses  at  all. 
but  were  privately  owntnl.  and  to  a  great  extent  privately  ow^ned  by  the  five 
packers,  to  whom  we  are  directing  your  attention,  and  the  use  of  these  facilities^ 
was  not  granted  to  (x>m|)etitors  in  the  same  line  of  business. 

This  is  certainly  preposterous,  if  not  absolutely  ridiculous.  Freight 
houses  are  not  sales  houses,  and  a  common  carrier  is  not  required 
to,  and  should  not  furnish  sales  houses.  Just  contemplate  that  for 
one  moment.  Think  of  a  railroad  company  furnishing  sales  houses 
in  every  city  of  the  Union  for  all  classes  of  freight,  for  if  this  theory 
is  sound  as  to  fresh  meats  it  is  sound  as  to  all  other  classes  of  freight. 
We  submit  that  some  other  excuse  must  be  found  for  taking  over 
the  branch  houses,  for  this  is,  on  its  face,  merely  a  subterfuge. 

The  big,  significant  fact  stands  out  that  no  wrongful  conduct  has 
been  pointed  out  by  the  commission  in  the  management,  or  control, 
of  the  branch  houses,  excepting  that  the  managers  visit  the  coolers 
of  their  competitors  to  see  what  stock  they  have  on  hand.  That  is  so 
perfectly  sill}',  because  the  bill  would  not  stop  that,  a  legitimate 
practice  and  a  thing  that  is  indulged  in  in  all  reputable  and  properly 
con<lucted  businesses. 

The  funny  thing  about  that  (if  there  can  be  anything  funny  on 
such  a  serious  subject)  is,  the  Government,  through  the  Bureau  of 
Markets,  under  the  Department  of  Agriculture,  makes  daily  and 
weekly  printed  reports  of  the  market  conditions  in  all  of  the  big 
cities,  and  at  this  point,  I  would  like  to  read  from  one  or  two  of 
these  reports,  whicn  give  the  prices  and  general  conditions  of  the 
market  I  would  call  your  attention  to  the  New  York  report  cif 
September  27,  which  speaks  of  a  ^  flood  ^  of  light  western  dreaaed 
flteers  and  oows,  of  medium  and  common  grades,  which  ^  not  only 
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demoralized  the  market  on  the  poor  grades  of  beef,  but  forced  prices 
down  on  everything  but  choice  meats.''  This  is  the  language  of  the 
Govenmient. 

[United  States  Department  of  Agriculture,  Bureau  of  Markets.     Chicago,  111.] 

WEEKLY  REPORT  OF  MEAT  TRADE  CONDITIONS  FOR  WEEK  ENDING 

SEPTEMBER  ^7,  1918. 

General  Market  Conditions. 

Boston. — ^The  market  has  been  in  an  unsettled  condition  and  the  demand  poor 
and  uncertain  throughout  the  week.  The  serious  health  conditions  of  the 
district  have  been  reflected  in  lessened  and  irregular  demand  and  a  shortage  of 
labor  to  move  stocks  when  sold. 

^eta  York. — Receipts  were  too  liberal  for  the  trade  to  handle  and  prices  made 
a  rapid  decline.    The  market  was  at  times  uneven,  but  was  always  lower. 

Philadelphia. — Still  further  declines,  heavy  receipts,  and  low  average  quality 
of  beef  have  been  the  principal  features  of  the  general  market  this  week. 

Washington. — Liberal  receipts  in  connection  with  a  poor  demand  caused  a  dull 
and  weak  market  and  declining  prices  on  all  classes  of  meats. 

BEEF. 

Boston. — ^Receipts  of  steers  were  Increased,  but  there  were  not  a  sufficient 
number  of  choice  steers  offered  to  determine  a  market.  Scattered  sales  were 
made  at  $82  to  $28.50.  Demand  for  good  steers  was  light,  and  under  the 
Increased  receipts  the  market  was  dull  and  weakness  was  reflected  In  a  slower 
market,  but  prices  were  not  noticeably  lowered.  More  grass  steers  were 
received  than  last  week  and  prices  lowered  $1  per  hundredweight ;  the  bulk  of 
offerings  were  frozen  the  latter  part  of  the  week.  The  heavy  run  of  medium  and 
common  cows  continued,  and  by  the  middle  of  the  week  prices  reached  the  low 
mark  of  50  cents  per  hundredweight,  under  last  Friday's  close.  Heavy  move- 
ment to  the  freezer  Wednesday  and  Thursday  relieved  the  accumulation  and 
prices  returned  to  the  Ifevel  of  Monday's  openings,  but  dropped  again  to-day  with 
cessation  of  freezing.  Few  good  cows  were  offered  and  prices  were  steady. 
Light  receipts  of  bulls  were  in  little  demand,  and  prices  are  a  shade  lower  than 
Monday.  Kosher  trade  was  supplied  mainly  with  cows  and  medium  steers. 
Prices  held  steady. 

New  York. — ^The  flood  of  light  western-dressed  steers  and  cows  of  medium  and 
common  grades  here  this  week  not  only  demoralized  the  market  on  the  ix>orer 
grades  of  beef  but  forced  prices  down  on  everything  but  choice  meat.  Some 
cheap  fores  were  boned,  and  low  bids  were  accepted  on  the  hinds  In  an  effort  to 
keep  stocks  moving.  The  market  to-day  looked  $5  lower  than  two  weeks  ago; 
steers  of  a  kind  that  brought  $22  to  $24  then  were  hard  to  sell  the  last  of  this 
week  for  $17  to  $18,  and  common  cows  had  little  value;  bulls  were  sacrificed* 
in  like  manner.  The  kosher  market  opened  steady  at  last  week's  prices  with 
a  fair  call,  improved  slightly  Wednesday  afternoon,  but  closed  weak  with  a 
light  demand.  City  dressed  hinds  and  ribs  of  good  quality  remained  steady, 
but  poorer  grades  weakened. 

Philadelphia. — ^The  quality  of  the  beef  receipts  shows  the  fall  movement  of 
grass  cattle  at  primary  markets  Is  In  full  swing.  Good  and  choice  cattle  are 
scarce  and  separated  by  a  wide  margin  In  prices  fi;om  the  bulk  of  receipts. 
Choice  steers  have  held  to  $29  whenever  offered,  and  good  cattle  at  $25  to  $28 
have  been  steady,  although  a  little  slow  at  the  close.  Medium  grades  show  $2 
to  $3  losses;  In  fact  the  decline  has  been  greater  on  this  class  than  on  the  real 
common  stuff,  making  a  much  narrower  spread  between  poor  undesirable  kinds 
and  the  somewhat  better  grades  of  light  cattle.  Cows  have  been  In  heavy 
supply  and  show  as  much  or  more  loss  than  steers.  Bulls  were  in  fair  supply 
and  declincHl  toward  the  close.  Kosher  trade  shows  weakness  since  the  opening, 
due  to  heavier  receipt  and  the  holiday  over  this  week's  close,  which  has  some- 
what lessened  the  demand. 

Washington. — Receipts  of  beef  were  heavier  than  last  week,  which,  with  the 
carry-over,  made  a  very  liberal  supply  and  caused  the  market  to  weaken.  Prices 
began  to  decline  Tuesday,  and  the  market  closed  $1  to  $2  lower  than  Monday's 
opening.    The  bulk  of  the  receipts  were  of  the  poorer  grade,  and  few  good  and 
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choice  cattle  offered  failed  to  brlDg  the  desired  prices  on  account  of  the  large 
spread  between  them  and  the  other  grades.  Hind  quarters  continue  In  very 
poor  demand,  while  fore  quarters  sold  well  most  of  the  time. 

VEXL, 

Boston, — Liberal  offorlnpi  of  western  dresHcd  veal  and  a  poor  demand 
weakened  the  market,  and  prices  are  50  cents  to  $1  per  hundredweight  lower 
than  Monday's  opening;.    Local  slaughtered  calves  are  firm. 

A>ir  York, — ^Too  many  heavy  calves  together  with  excessive  receipts  of 
skinned  veal  glutted  the  market.  Prices  were  unevenly  lower  under  force«l 
sales.  To-day  prices  on  good  veal  calves  remain  around  |27  to  $28,  but  heavy 
calves  range  from  $16  to  $24,  while  skinned  veal  sold  from  $11  to  $12,  with 
many  sales  lower. 

Philadelphia. — Receipts  of  heavy  calves  haVe  been  excessive  following  lart 
week*B  liberal  run,  and  all  conditions  were  in  buyers  favor.  Prices  show  wide 
range  at  $10  to  $14,'  and  Irregular  losses  of  $2  to  $3  with  many  going  ovor 
unsold.  Choice  light  western  veal  has  been  in  fair  supply  and  sold  from  $22 
to  $26. 

Washington, — Receipts  of  western  dressed  were  liberal  and  local  slaughtered 
was  moderate.  The  market  opened  In  line  with  last  week's  prices,  but  under 
the  poor  demand  declined  $1  to  $2  during  the  week.  Local  slaughtered  sold 
at  $25  to  $28,  and  heavy  western  calves  at  $12  to  $24. 

POBK. 

Boston, — No  new  developments  were  noted  In  the  pork  market.  Demand 
for  loins  was  light  as  the  supply  at  times  was  insufficient  and  prices  advanced 
50  cents  to  $1  on  light  loins.  Heavy  loins  are  draggy  even  with  the  scarcity. 
Fresh  shoulders  returned  to  last  week's  closing  prices  after  a  slight  weakness 
the  first  of  the  week. 

New  York. — Pork  receipts  were  a  little  heavier  this  week,  but  with  the 
cooler  weather  stocks  moved  well  and  prices  held  practically  steady  from 
Monday  to  Friday.  Heavy  loins  dragge<l  somewhat,  but  little  change  In  prices 
was  noted. 

Philadelphia. — Pork  was  In  moderate  supply  after  the  previous  week's  light 
receipts  and  with  cooler  weather  the  oinming  tra<le  was  active  and  firm.  To- 
ward the  close  prices  were  weak  to  $1  lower. 

M'aMifii7/on.— Receipts  although  far  heavier  than  last  week  were  moderate 
and  just  about  sufficient  to  meet  the  demand.  The  market  cloaed  unevenly 
lower  on  local  dresseil  loins  at  prices  ranging  from  $44  to  $48,  and  fairly  steady 
on  frozen  western  dressed  loins  at  $88  to  $40. 

LAMB. 

Bo»ton, — Liberal  receipts  and  an  accumulation  of  me<llum  and  common  lambs 
caused  a  weak  market  on  all  grades.  A  noticeable  feature  of  the  week's  trad- 
ing was  the  wide  range  of  prices  paid  for  choice  lambs,  at  some  times  amounting 
to  $2  to  $3  i)er  hundredweight  on  lambs  of  the  same  quality.  Delayed  cars  u*- 
day  gave  the  market  some  strength  on  early  sales,  but  the  late  unloads  will  not 
be  cleaned  up. 

AVtr  >V^Jl-.— Prices  de<llned  daily  until  to-<lay  very  decent  meat  was  sold  from 
$22  to  $24.  A  constant  elTort  was  made  to  keep  stocks  moving  and  lambs  hail 
to  Im»  forced  out  at  the  lower  prices. 

Philadelphia. — Arrivals  of  lambs  were  Irregular  and  causwl  an  unsettled  mar- 
ket The  week's  supplies  were  only  mo<lerate,  but  arriving  bunches  caused  coo- 
sldernhle  variation  in  values  and  a  wide  dally  range.  Strictly  choU'e  fri**h 
lanibM  have  nM»t  a  fair  trade  at  prices  about  $1  to  $2  lower  than  Monday's  aver- 
age, but  st]ile  stoek  and  medium  grades  have  had  an  indifferent  deinami  aud 
still  greater  declines. 

Mofihinf/ton. — Mcnlerate  receipts  of  lanih»  were  more  than  the  demand  ah- 
sorlKNl  readily.  The  market  weakenwl  on  Wwlnesday  and  Thursday,  but  as  e\- 
peotwl  <*ars  did  not  arrive;  It  strengthened  again  and  prh-es  were  fully  as  atroog 
Friday  as  on  Monday. 
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MUTTON. 

Boston. — Bulk  of  offerings  were  of  poor  quality.  A  few  good  mutton  were 
saleable  at  firm  prices,  but  all  other  grades  were  weak  and  draggy. 

Neto  York. — A  very  weak  and  draggy  market  resulted  in  some  decline  In 
prices.  Common  mutton  was  not  wanted  and  poorer  grades  were  had  to  sell 
at  the  decline. 

Philadelphia. — Mutton  receipts  have  been  of  fairly  good  volume,  and  while  the 
demand  is  not  broad  the  consuming  trade  is  slowly  getting  back  to  its  use  again 
after  several  months*  absence,  due  to  light  summer  supplies.  Prices  are  closing 
$1  to  $2  lower  with  the  market  slower  on  heavy  and  coarse  sheep. 

Washington. — ^The  light  offerings  of  mutton  sold  slowly  at  a  wide  range  of 
prices,  $12  to  $18. 

MABKET  CLOSING. 

Boston. — Market  is  cleaning  up  unevenly  on  account  of  late  unloading,  due  to 
labor  shortage.  Considerable  veal,  lambs,  and  mutton  remains  to  be  sold  and 
trading  is  practically  at  a  standstill.  The  light  supplies  of  pork  were  disposed 
of  early. 

New  York. — This  market  is  going  out  in  bad  shape.  The  pork  market  alone 
remains  steady  on  the  clean-up.  A  strenuous  effort  Is  being  made  to  clean  up 
on  veal,  lamb,  and  mutton,  but  some  beef  will  be  carried.  A  heavy  storage  on 
sold  stock  is  reported. 

Philadelphia. — ^The  market  is  closing  draggy  on  all  but  good  beef,  and  some 
of  to-day*s  arrivals  were  not  unloaded,  so  stale  supplies  could  be  moved.  Lambs 
were  being  slowly  cleaned  up  at  irregular  pri^s.  Handy  weight  mutton  was 
well  sold,  but  common  and  heavy  sheep  were  closing  slow.  Pork  was  sold  out. 
The  market  on  heavy  calves  is  demoralized  and  very  liberal  supplies  are  still 
in  the  coolers. 

Wa«/M*n(^/on.-^The  market  is  closing  weak  on  beef,  and  there  will  be  a 
liberal  carry  over.  Veal  is  cleaning  up  slowly.  Pork  is  practically  all  sold, 
as  are  all  lambs,  except  some  that  were  unloaded  late  to-day. 

A.  D.  Smbby, 
Local  Representative  in  Charge. 


[United  States  Department  of  Agriculture,  Bureau  of  Markets.    Chicago,  111.] 

WEEKLY  REPORT  OF  MEAT  TRADE  CONDITIONS.     FOR  WEEK  END- 
ING JANUARY  10,  1919. 

Genebal  Maeket  Conditions. 

Bostmi. — Lighter  receipts  and  improved  demand  produced  a  strong  market. 
Because  of  the  sharp  advance  in  prices  and  short  supply,  storage  was  cleared 
up  early  and  some  frozen  stock  w^as  used. 

New  York. — ^The  opening  on  Monday  found  the  market  with  a  small  carry 
over,  lighter  receipts  and  delayed  shipments,  and  a  tendency  to  a  strong  and 
higher  market. 

Philadelphia. — Following  the  appearance  of  strength  at  last  week's  close, 
the  market  this  week  opened  with  sharp  advances  in  prices  on  all  fresh  meats. 
Receipts  were  lighter  and  late  in  arriving,  while  the  demand  t)roadened  very 
extensively  under  the  wlntery  conditions  prevailing. 

Washington. — Lighter  receipts  and  practically  no  carry  over  produced  a 
strong  market  and  rising  prites  on  all  classes  of  meats ;  the  demand  was  good 
on  everything  and  oftentimes  exceeded  the  supply.  Lambs  and  veal  were 
very  scarce. 

BEEF. 

Boston. — Steers  were  more  in  demand  than  for  some  time,  and  at  $1  per 
hundredweight  higher  prices.  Good  cows  made  successive  gains  of  $1  per 
hundredweight  each  day  and  are  closing  $4  per  hundredweight  higher  than 
a  week  ago.  Demand  for  poorer  grades  showed  less  improvement,  and  the  in- 
crease in  prices  was  but  $2  per  hundredweight.  Some  beef  was  withdrawn 
from  the  freezer,  and  $15  to  $19  per  hundredweight  was  realized,  according  to 
quality.    The  bull  market  was  dull,  and  sales  were  made  at  50  cents  to  $1 
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per  hundredweight  higher.  The  kosher  market  strengthened  |2  per  hundred- 
weight w^ith  a  little  lighter  supply  and  improved  demand. 

New  YorK\ — The  general  quality  of  western  dressed  receipts  were  better 
than  for  the  past  two  weeks  on  all  grades  of  steers  and  cows.  There  waa  a 
narrowing  of  the  range  in  prices  between  the  common  and  good  gradea  Goo<l 
steers  advanced  only  50  cents  per  hundredweight  as  compared  to  $1  per  hun- 
dredweight on  medium  and  common  grades.  Light  receipts  and  good  demand 
caused  the  market  on  cows  to  advance  from  $3  to  $4  per  hundredweight  <m 
good  grades,  and  $4  to  $5  on  common  and  medium  grades.  Bulls  were  In  lijjht 
receipts,  mostly  of  the  common  grades,  and  advanced  $1  per  hundredweight  oter 
last  week's  close. 

Philadelphia. — Receipts  of  beef  were  much  below  normal.  Quality  wa< 
mainly  medium  to  good,  both  choice  and  common  beef  being  comparatively 
scarce.  Commoner  kinds  showed  the  greatest  advance,  selling  fully  $4  higher 
for  the  week,  while  no  cattle  were  quoted  over  $30,  steers  selling  at  $28  to  $28 
show  an  appreciation  of  from  $2  to  $3.  A  good  supply  of  frozen  beef  came  on 
the  market  and  sold  generally  $2  under  the  same  grade  of  fresh  beef.  Cown 
were  in  much  lighter  supply  than  for  many  weeks  and  took  the  full  advance 
shown  on  steers.  Bulls  were  in  almost  nominal  supply.  Kosher  fores  were 
strong  and  higher,  considering  quality. 

Washington, — The  receipts  of  beef  were  not  as  heavy  as  last  week,  practl- 
carry  all  cars  being  delayed  in  transit;  the  market  held  steady  until  Thur»- 
day  when  there  was  an  advance  of  $1  to  $2  per  hundredweight.  Good  and 
medium  steers  sold  readily  at  prices  of  $22  to  $28,  while  the  common  Und 
brought  $18  to  $20.  Good  and  medium  cows  sold  at  prices  of  $16  to  $22 
while  a  few  common  brought  $15.     The  demand  was  good  at  all  times. 

VEAL. 

Boston. — Receipts  were  lighter  than  usual  and  mainly  of  medium  quality 
western  dressed  veal.  Demand  has  not  improved  as  for  other  classes  of 
meat  and  prices  have  been  about  steady  at  $15  to  $16.50. 

New  York. — Choice  veal  calves  have  been  in  limited  supply  and  In  urgent 
demand  during  the  entire  week,  sales  ranging  from  $26  to  ^2  per  hundreil- 
weight,  the  heavier  grades  selling  from  $22  to  $27.  Sides  and  skinned  veal 
were  in  moderate  receipts,  strong  market,  and  brisk  demand,  selling  from  $1^ 
to  $22  per  hundredweight.  The  withdrawals  of  frozen  veal  were  In  evidence 
this  week. 

Philadelphia. — Offerings  of  veal  were  light  and  the  higher  opening  prices 
were  followed  by  another  $2  tp  $3  advance  before  the  close.  Choice  light 
veal  stopped  at  $30  to-day.    Frozen  veal  ranged  from  $16  to  $27. 

Washington. — Western  dressed  were  In  light  receipts,  the  market  remained 
steady  and  the  demand  good.  Prices  ranged  from  $20  to  $25.  Local  slaughtered 
calves  were  very  scarce  and  sold  readily  at  $30  to  $32  to-day,  which  was  an 
advance  of  $2  over  the  opening  of  Monday's  market.  The  veal  market  cleaned 
up  daily. 

PORK. 

Boston. — ^With  lighter  receipts  of  loins  and  a  better  demand,  prices  are  $2 
per  hundredweight  higher  than  last  week's  close.  Fresh  shoulders  sold  well 
on  a  steady  market. 

New  York. — Light  receipts  with  good  demand  caused  a  strong  and  higher 
market,  prices  ranging  from  $32  to  $35  per  hundredweight,  according  to  aver- 
age. Frozen  loins  were  withdrawn  to  meet  the  demand.  Market  c!ose« 
stronger  with  supplies  cleaned  up. 

Philadelphia. — ^Pork  receipts  were  much  lighter  than  for  many  weeks.  An 
active  demand  gave  the  closing  market  a  firm  imderstone  at  prices  $2  to  $3 
hlirher  than  the  opening.    Loins  to-day  selling  at  $32  to  $35. 

Washington. — The  receipts  of  iwrk  were  heavy  and  the  demand  good,  the 
market  held  steady  throughout  the  week.  Ixx-al  loins  sold  at  prices  of  ^40 
to  $42  while  western  loins  sold  for  $35  to  38. 

I.AMBS. 

Boston, — The  limited  supply  of  fresh  lambs  was  insufficient  for  the  demand* 
and  after  $2  gain  at  opening  the  market  reached  $32  per  hundred  weight,  which 


GOYBENMBNT  CONTROL  OF  MEAT-PACKING  INDUSTRY.      1001 

Js  $6  per  hundredweight  above  last  week's  close.  Frozen  lambs  were  in  good 
demand  at  $26  to  $28  per  hundredweight  when  fresh  stock  was  not  available. 

New  York. — Extremely  light  receipts  and  demand  exceeding  the  supply 
caused  an  unprecedented  advance  in  the  lamb  market,  choice  lambs  selling 
at  an  advance  of  $14  per  hundredweight  from  the  low  points  of  Christmas 
week.  Heavy  withdrawals  of  frozen  lambs  which  met  with  ready  sale  prices 
ranging  from  $26  to  $30  per  hundredweight  the  week's  sales  of  frozen  lambs 
has  practically  cleaned  up  local  stocks. 

PhUadclphia, — The  lamb  market  responded  (iiilckly  to  the  lighter  receipt^f 
Monday,  advancing  $2  to  $3  over  Friday's  prices.  With  very  light  midweelc 
arrivals,  prices  strengthened  $2  more  !)et'ore  the  <'lose,  \vm\  gt>od  choice  linnh ; 
t/>-day  moving  quickly  at  $31  to  $33.  Frozen  stocks  oi)ene<l  at  $25  to  $2G  and 
closed  at  $26  to  $28. 

Washington. — Receipts  of  lambs  were  very  light  and  fresh  lambs  were  scnrce. 
Choice  lambs  sold  at  premium  of  $30  to  $33.  Frozen  lambs  were  offered  at  $25 
to  $27  and  sold  very  readily,  on  account  of  scarcity  of  fresh  stock.  A  few 
common  frozen  ones  had  to  be  sold  at  a  concession,  some  going  as  low  as  $20. 
Oftentimes  the  coolers  were  bare  of  stock. 

Boston. — The  quality  of  mutton  improved  and  the  market  strength(»ned  from 
lighter  receipts  and  the  advance  in  lamb  prices,  (tood  mutton  is  $4  to  $5  per 
liundredweight  higher  but  poorer  grades  show  a  gain  of  but  $1  to  $2  iier 
hundredweight.  • 

Xew  York. — Light  receipts  and  a  good  demand  caused  the  market  to  advance 
$4  to  $6  per  hundredweight  over  last  week's  close.  Withdrawals  of  frozen 
mutton  found  ready  sale  at  prices  ranging  from  $16  to  $22. 

Philadelphia. — Aided  by  sharply  reduced  supplies,  also  the  scarcity  of  lambs, 
mutton  advanced  sharply  and  irregularly,  little  attention  being  paid  by  buyers 
to  weight  or  coarseness  of  quality  in  bid<ling  on  the  offerings.  The*  market 
to-day  was  $2  to  $3  higher  than  Monday,  fair  to  good  ewes  and  wethers  ranging 
from  $20  to  $24  with  fair  quality.     Frozen  stock  $16.50  to  $17.50. 

Washington. — There  was  not  enough  mutton  here  to  make  a  market. 

MARKET   {TX)STNG. 

Boston. — The  market  is  cleaning  up  well  and  closing  strong  on  all  classes  of 
meat,  particularly  lanibs  and  better  grades  of  beef. 

New  York. — ^The  market  closes  strong  on  all  classes  of  meat  and  stocks  cleaned 
up,  a  number  of  cars  being  delayed  on  account  of  the  strike  of  harbor  employees. 

Philadelphia. — ^The  close  was  strong  at  the  high  point  of  the  present  advancing 
price  movement  on  all  meats.  Most  of  the  late  stock  was  contracted  for  In 
transit  with  every  condition  of  trading  In  the  seller's  favor. 

Washington. — The  market  Is  closing  strong  on  all  stock  and  everything  will 
l)e  cleaneil  up  tt)-day.  Most  coolers  cleaned  up  dally  and  trade  had  to  go 
l>egging  for  stocks. 

S.  W.  Doty, 
Local  Representative, 

[United  States  DeiMutmeiit  of  Agriculture,  Bureau  of  Markets,  Washlngtou,  D.  C] 

WEEKLY  REPORT  OF  MEAT-TRADE  CONDITIONS  FOR  WEEK  ENDING 

JANUARY  24,  1919. 

Washington. 

GENERAL   MABKET   CONDITIONS. 

During  the  week  the  undertone  of  the  market  was  very  unsettled  and  prices 
declined  about  $1  to  $2  on  most  everything  excepting  pork,  where  there  was  a 
much  greater  decline.  The  receipts  were  about  as  large  as  last  week.  Buyers 
in  general  were  not  taking  hold.  The  majority  were  willing  to  wait  further 
developments. 
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Beef. — The  receipts  of  beef  were  in  line  with  last  week.  The  demand  was 
below  normal,  and  the  market  declined  $1  per  hundredweight.  Concessions  of 
a  large  character  were  offered  buyers  to-day,  but  few  sales  are  being  recorded. 
Medium  and  good  steers  sold  for  $20  to  $26,  while  common  stock. sold  at  prices 
of  $16  to  $19.    There  were  a  few  good  cows  offered  and  sold  for  $18  to  $19. 

Yeah — ^The  veal  market  continues  at  a  standstill  on  local  slaughtered  stock. 
The  market  held  steady  throughout  the  week.  The  supply  was  light  and  the 
demand  was  poor.  The  receipts  of  western  dressed  veal  were  light,  the  market 
steady,  and  the  demand  just  fair.  '  There  were  a  few  frozen  veal  sold  as  low  as 
$10  to  $14. 

Pork. — The  activity  manifested  several  weeks  ago  in  the  pork  markets  has 
subsided  and  the  market  has  gone  back  into  the  old  rut  again.  Prices  favored 
buyers  at  all  times.  Unfavorable  weather  the  early  part  of  the  week  was 
chiefly  the  cause  of  a  decline  of  $2  to  $12  below  last  week's  close.  With  cooler 
weather  to-day  the  market  braced  up  and  prices  started  again  skyward.  Local 
loins  sold  for  $28  to  $30,  while  fresh  western  loins  brought  $18  to  $27. 

Lambs. — ^The  market  on  lambs  w^as  draggy  until  to-day,  when  with  the 
favorable  weather  prices  began  to  rise  again.  The  demand  was  light  and  sales- 
men were  willing  to  let  go  at  any  prices,  but  buyers  were  missing.  Good  and 
choice  lambs  sold  for  $22  to  $28,  while  a  few  of  the  common  kind  brought  only 
$15.  Trimmings  were  the  hardest  sellers  of  the  lamb  cuts,  many  sales  being 
recorded  at  ridiculously  low  prices. 

Mutton. — There  was  not  enough  mutton  here  to  make  a  market 

Market  closing. — ^The  market  is  closing  with  a  little  better  feeling,  but  "Any- 
thing to  get  rid  of  stock  "  is  their  slogan  at  present,  and  yet  there  will  be  a 
carry  over  of  all  stocks  and  a  clean-up  is  beyond  expectations. 

BOSTON. 

General  market  conditions. — A  serious  condition  of  general  inactivity  marked 
the  week's  business,  with  the  volunie  of  business  greatly  reduced,  the  trend 
of  prices  downward  on  all  classes  of  meat,  and  trading  very  slow  at  the  weaker 
prices. 

Beef. — ^The  decline  in  beef  prices,  which  was  in  progress  last  week,  continued. 
Accumulation  was  prevented  by  liberal  movement  to  the  freezer  of  both  steers 
and  cows  and  some  delay  in  cars.  Steers  moved  slowly  at  prices  $1  to  $2 
lower.  Good  to  choice  steers  suffered  most,  and  a  wider  decline  on  medium  and 
common  kinds  was  prevented  by  freezing.  Good  cows  opened  $1  weaker  and 
closed  fully  $2  lower  than  opening  prices.  The  decline  on  medium  and  commoD 
grades  was  limited  to  $1  per  hundredweight  at  the  lowest  point,  and  50  cents 
per  hundredweight  was  regained  the  last  two  days  of  the  week.  There  was 
little  variation  in  the  bull  market  at  $14  per  hundredweight  on  those  of  ordi- 
nary quality  and  up  to  $15  per  hundredweight  on  good  bulls.  The  general 
weakness  of  the  market  was  shown  in  a  sharp  drop  in  the  kosher  market, 
especially  on  the  poorer  grades. 

Veal. — Because  of  light  receipts,  veal  escaped  the  weakness  of  other  dasMs 
of  meat.  Both  western  dressed  and  local  slaughtered  calves  maintained  la<t 
week's  price  level. 

Pork. — Early  clearance  to-day  in  some  houses  widened  the  range  but  io 
general  the  market  at  $23  to  $25  on  light  loins  is  $3  lower  than  Monday *i 
opening.  Fresh  shoulders  dropped  $3  to  $4.  Some  loins  were  frozen  bat  with 
no  appreciable  effect  on  the  market. 

Lambs. — ^Opened  sharply  lower  on  Monday  and  the  weakneas  cootlaofd. 
but  there  was  considerable  freezer  activity  with  the  result  of  little  varlaticm  la 
prices  until  a  decline  of  50  cents  to  $1  per  hundredweight  on  Friday, 

Mutton. — All  grades  of  mutton  declined  $1  per  hundredweight  during  the  week 
after  opening,  $1  lower  than  the  preceding  Friday's  close.  Poorer  grades  were 
not  wantefl  at  a  wider  decline.    Some  mutton  was  frozen. 

Market  Closing. — Beef  is  practically  cleaned  up  excepting  some  lou  of 
steers,  but  there  Is  considerable  accumulation  on  the  storage  rails.  Steers  and 
good  C0W8  closed  weaker  than  at  any  time  during  the  week,  bat  medium  cofi-s 
were  taken  at  a  slight  advance.  Liambs  and  mutton  closed  weak  aaiI  luiiBnld 
lota  moved  hard  at  the  decline.  Pork  cleaned  up  unevenly,  some  booaes  early 
and  some  preferring  to  hold  over  rather  than  take  the  lower  prloesL  V«al 
cleaned  up  at  a  steady  price. 
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moved  slowly,  averaging  $2  to  $3  lower  than  a  week  ago.  Market  declined  with 
steers,  but  met  a  fairly  good  demand,  buyers  looking  for  cheap  meat  Bulls 
were  in  very  limited  supply  and  held  steady.  Kosher  chucks  and  plates  were 
dull  at  gradually  weakening  prices. 

Veal, — Veal  broke  sharply  after  Wednesday  under  accumulated  supplies  of 
both  heavy  calves  and  light  veal.  The  latter,  after  opening  at  $26,  is  closing 
around  $20,  while  heavy  calves  dropped  from  $18  and  $19  to  $14  and  $16  at 
the  close. 

J^ork. — ^The  damp  weather  was  more  unfavorable  to  pork  than  to  other  meat^ 
resulting  in  daily  declines,  until  to-day,  when  a  slight  improvement  was  notice- 
iible.  Added  to  the  liberal  supply  of  loins  and  shoulders  was  more  than  twice 
tlie  normal  supply  of  dressed  pigs  which  broke  $4  to  $5  per  hundredweight 
for  the  week,  selling  to-day  around  $18.  Loins  are  $3  lower  than  Monday  at 
$22  to  $25. 

Lambs. — Heavy  receipts  and  a  poor  demand  for  lambs  Monday  and  Tue^tday 
gradually  forced  prices  $3  to  $5  lower.  Bulk  of  "  Choice  lambs  to-day  broaght 
$22  to  $23  with  tops  at  $24. 

Mutton. — Mutton  turned  very  dull  in  sympathy  with  lambs,  although  re- 
ceipts were  moderate.  Best  wethers  closed  around  $18,  with  fair  to  good  ewen 
at  $14  to  $16  and  common  kinds  at  $11  to  $13. 

Market  closing. — The  market  closed  with  prices  on  everything  at  the  l«w 
point  of  the  week,  but  the  undertone  of  the  market  is  better  to-day.  Fre«h 
arrivals  were  held  at  firmer  prices  than  have  ruled  since  Wednesilay,  but  sacri* 
flees  were  made  on  the  accumulation  of  stale  meats.  Pork  was  held  steady  to 
firm  with  mid-week  prices. 

Ohaktxb  J.  Bbano, 

Chief  ot  Buream, 

[United  States  Department  of  Agricultare,  Bureau  of  Marketa,  Waablngtoa,  D.  C] 

Destinations  of  live  stock  loaded  Jan.  2S,  1919. 

(Doable  decks  counted  as  two  can.) 


Cattle 

and 

calves. 

Hogs. 

Sheep. 

Horses 

and 
molee. 

Mixed 

stoek. 

Tout 

Albert  Lea,  IClnn 

0 

9 

2 

2 

12 

14 

3 

17 

141 

44 

5 

381 

28 

39 

If 

Alton.  Ill 

2 

Atlanta.  Or.  ..,.,,  ^  -,.. 

10 

11 

A""tin,  Minn . .  r , .  -  -  r 

11 

Baltimore.  Md 

14 

Blrmtaiirbam,  Ala. 

2 

s 

nrjtrhtwnnd    MaM. 

17 

Boston.  Mass 

6 
5 
1 
103 
12 
6 

148 

Buffalo.  N.  Y : 

U 

ai 

Oedar  Rapids.  Iowa 

4 
1 

!• 

Chicago.  Ill ! ." 

94 

1 
6 

41 

888 

ninemtf atf .  Ohio ^ ^ ,-......  r . » 

Id 

Cltt^Hand.  Ohio. ..--.. 

o 

Columbia.  8.  C 

1 
1 

1 

Oolumbus.  Obio 

1 
9 

4 
4 
1 

22 

17 

54 

154 

2 

2 

14 

2 

86 

8 

17 

206 

a 

Cudaby.  Wis 

u 

Davenport,  Iowa 

1 

Denver.  Colo 

13 

4 

4? 

4 

...  ^. 
2 



41 

Des  Moines.  Iowa 

a 

Detroit,  Mich 

c 

East  St.  Louis.  lU 

1 

23 

14 

B? 

Eau  Claire,  Wis 

1 

Evansvill*.  Tnd 

1 

33 

8' 

2 

>i 

i 

TTortWfjrth,  TflT..  -         ,  ,  , 

2 

8* 

1 

H 

Uarrisburc.  Pa. 

4 

12 
6 
10 
72 
2 
1 
6 
4 
9 
3 
8 

114 

Jac  ksonville,  Fla 

t 

Jersey  City,  «.  J 

8 
6 

«'■ 

X7 

KamasC^y.  Mo 

11 

814 

Keamajf  N,  J 

12 

14 

I.nfA\  f tt«.   tnd r  .-.,....  r  .  - . 

* 

t 

Lanoaster.  Pa 

1 

7 

T..^  AmreiM,  Oal 

1 
3 

io* 

11 

Loiiisville,  fcr 

2 

I 

u 

M<ison  CliyTTowa 

16 
27' 

19 

Milwaukcw.  Wis 

1 

.,  ..j^. 

41 

Mobile.  Ala 

3 

J 

Moultrie,  Oa 

i 

6 

1 

* 

GOVERN  BCBNT  OOKTBOL  OF  HEAT-PACKING  mDUSTRT.     1005 
Dvttinalion*  of  Uvv  »tock  loaded  Jan,  tS,  J9t9 — Continued. 


CMtlf 

and 


N&thTlIK  Tun 

NVbrrn*^  ft  CUv.  Nebr. 
New  I  laren,  Conn  — 

New  Orican*.  1^ 

New  York,  N.Y 

Ocdoo.  I'Uh 

OVUbooMCUy,  Okte. 

Onuhm.  Nehr 

Ottomwft,  lowm , 

PvorU^ni 

PhUMtelphU.Pm 

Piiuhunh,  P» , 

Port  land.  (>rf«. 
ProTkience,  R. 
Rtchmond,  Va. 
»t    - 
8t 


6 

33 

150 

6 


I 


3 
4 

a 


ICMTph,  Mo . 

Pad  I.  Minn. 


Salt  L«krClty,ruh. 

Kao  a  ntonio,  Trv 

8*n  Francisco,  Cftl . . . 

8r«ttle.  Wash 

8i->u\ntv,  Ia%vm 

m-yux  Vtdi*.  S.  I>Rk . . 

8iN>kane.  Wash   

Trrre  Haute.  Ind 

Tolr<lo.(>hlo 

To|>eka,  Kons 

Washington.  D.C... 

WaterkM).  Iowa 

WhwHnu.  W.  Va.... 

Wirhiu.  Kan« 

W|n<»rM.  Minn  

Wofri»iiirr.  MaM 

Varioiui 


3 
10 
93 

a 

ft 

17 

4 

6 


1 


Hofpi. 


ToUli.... 
One  w<H»k  «co  . 
Four  «(M*kiaKo 
OneycttT  nfu 


013 

1,617 
1.949 

1,73ft 


0 
31 
10 


Honwii 

Sheep.    •      and 
Duiea. 


57 
3 

33 

173 

30 

t7 

16 

10 

1 

4 

1 

HI 

63 


I 


•7 
M 

$ 

3 


I 
13 
11 

a 

16 
138 

3,316 
3.733 

i.srr 

3. 063 


14    . 


1 


4 
I 

a 

is 

a' 


MItM 

•totk. 


.!.k 


1 

a 


110 

310 

354 
376 
307 


a 

173 

3M 
3'.7 

374 


I 

7 


13 
3ft 


3 

'i'l 
i 


4  ■ 
6 


333 
104 
33S 
305 


Total. 


8 

31 
10 

7 

140 

B 

47 


a? 

IR 

Ift 
s 

4 

s 

146 

100 

4 

b 

30 

0 

107 

se 

0 

3 

a 
1 

a 

7 

la 

aa 

a 

16 

1.044 

4,630 
5.491 

3.:>s>i 

4.( 


Kffirr  oriffinn  of  Urr  ntm^k  l*nuUd  Jan.  iA,  1919, 


Tor  Chtoa^o: 

lilimN.<< 

Indiana 

Iowa 

Krntn''ky 

MHhiean 

MinnrMHa. . .  • 

Montana 

NehrasV  a 

PemiMlvanla. 
Hoiith  1>akota. 
Wiiion^tn 


rattle 

UPll         I 

calvr«. 


ToUl 

One  werk  avo . . 
Pour  wrek  A  aco  • 
One  >earaKo. .. 


65 

7 

81 


Uog^. 


4  ' 

18 

4  t. 

a ,. 


10 

103 
14.S 
I'M 


324 

19 

64 

3 

1 

3ft 


8lM">ep, 


1 
3ft 

Ml 
•>?• 
46.1 
6X1 


■lint 

mill*  4. 


48 

3 
13 


Mixed 

•t(N*K. 


14 

31 
1 


23 


94 
4:i 
OU 

6K 


1 
3 
4 

7 


3 


Total. 


41  I 
12  ■ 
77  ■ 
46  ■ 


353 

SO 

ISO 

3 

7 

43 

37 

a 
a 
I 

46 

600 

491 

768 

1.360 


For  Jemey  City: 

llUnnli 

Kentucky.. 
New  Jernev 
New  York . 

Ohio 

PmmylTanla.. 


Totalfl 

One  week  affo... 
Four  weekf  a|p>. 
Oneyvsrafo.... 


3 
S 
5 


i 


10 

30 

0 

30 


4 
5 
4 

17 
16 
21 
14 


H 

17 

6 


30 


al 


8 
4 
3 

6 

10 
6 

37 
53 
36 


1006     QOVERKBiENT  COKTBOIj  OF  MEAT-PACKnirQ  I^TDUffEBT. 


State  oriifiru  of  live  Block  loaded  Jan,  23, 1919 — Continued. 
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10 

8 

1 

!i 

1 

2  ' 

2  1 

i 

1 

140 

One  week  ago 

144 

Four  wecksago 

lU 

One  year  ago 

00 

For  Philadelphia: 

Kentucky 

4 

New  Jersey 

1 

1 

1 

Ohio 

4 
8 

^                    1 

..........> 

4 

Pennsylvania , 

1 

g 

1 

1 

1 

Total 

2 

6 

18 

11 

10  i 

10 

23 

1 

10 

One  week  ago 

2  ' 

1 

1 

2S 

Four  weeks  ago 

42 

One  year  ago 

2' 

1 

1 

14 

■ 

Charixs  J.  Brand, 

Chief  of  Bureau, 

[Vnited  sutes  Department  of  Agriculture,  Bureau  of  Markets,  WashlngtoD«  D.  C] 
Daily  icholcsalc  prices,  tern  tern  drenncd  bi'cf,  tcerk  ending  Jan,  24,  1919, 


Jan.  20. 


Washington:  i 

Steers - 

(Jood !  02^.00 

Medium I    2ZOO-34.00 

Common j    W.O^-IO.OO 

Coin*  -  I 

Oood I  10.00 

Mwlium I    15.00-17.00 

Common |    14.00-16.00 

Boston: 

Steers  - 

Chotre *S.nn-27.00 

Good 24.(IVi'>,(JO 

Medium 22.00  23.00 

Common j    20.00-22.00 

Cows--  I 

Good ;    18.00-20.00 

Madhim !    15.50  10.50 

Common •    I4.fl0-lft.50 

Bolb  - 

Good 

Modhim I    14.00-14.50 

13.00-14.00 


Jan.  21. 


Jan.  22. 


Jan.  23. 


126.00 
2100-34.00 
17.00-19.00 

19.00 
Ifi.  00  17.00 
14.00-15.00 


25.  no-2«.  no 

23.(l0-'2.'i.0n 
21.00  23.00 
19.00-21.00 

18.00-19.00 
15.00-10.00 
14.  fta  15.00 

I4.ft0-lft.00 
14.00-14.50 
13.00-14.00 


32^00 
20.00-33-00 
17.00-1&00 

IHLOO 
15.00-17.00 
14.00-15.00 


2S.0O-2S.00 
23.  no  24. 00 
21.00-22.00 
30.00-21.00 

18.00 

ift.oo-ie.oo 

14.ft0-lft.00 

14.ft0-lft.00 
14. 00-14.30 
U.  00-14.00 


I 


.00 

30.00-33.00 
16l00-1&00 

l&OO 
15.00-10.00 
14.00-15.00 


94. 00-3100 
23.00-34.00 
21.00-22.00 
18.0(^21.00 

17.ft0-18.00 
1ft.  00-10. 00 
U.ftO-lft.00 

14.80-10. 00 
14.00*14.30 
13.00-14.00 


Jan.  34. 


30.00-tt.OO 
lft.0O-ULOO 

in  00 
IftwOO-lt.O» 
14.00-lft.Q» 


34.00-35.00 
21. 00-34.  OD 
91.0»-33.aO 


17.  ( 
tft.30-lt.00 


14. 00-14. » 
13. 00-14. «» 
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PcUy  whoUmic  prict$,  tceMtcm  drtJiMfd  beef,  tceek  ending  Jan.  th  ^919^ 

Continued. 


New  York: 


J«a.ao. 


Oood...., 

Cow- 

Good.... 
Iftdiom. 
romnwn. 

<;ood.... 

Phfladtlphla: 

OomI .... 

MMlitm. 

Coanon , 

C 


Hood 

nuiu  -. 

(fOod 

Mvdlum.. 
Common. 


IS.  n>^  as.  00 

31.00  33.00 

n.oihaaoo 

111.00- AOO 

17.00  18.00 
10.00-17.00 

U.0O  17.00 
14.00-45.00 


34. 00-27. 01)  , 
31  0(V-S.Or)l 
U(.0D>31.00 

31.00-33.00 
lomv  21.00 
16. 00- Ih.  00 

Ifl  00-17.00 
lA  0O-1A.00 
14.  OIK  1&.  ft) 


Jao.21. 


131.00  34.80 
31.0I>-33.00 

i7.o>-aaoo 

18.00^30.00 
17.00  18.60 
16.0017.00 

16.00  17.00 
14.00-15.00 


37.0O-2«00 
34  00-27.  Ot) 
30  00-23  00 
17.00-».00 

19.00-31.00 
17  00-lH  01) 
15  00-16.01) 

16  00 
15  00-16.00  I 
14.00  UOO-. 


J6n.2a. 


I 


IH  00-30.00 
Ih  1)0-17  (K) 
13. 00-15  UO 

16  00 
15  OO  16  00 

u.oo-l.^  ou 


I 

08.00-34.00  , 
30  0O3S  00  I 

I7.ooia«) ; 

18.60-10. 00  I 
17.00>IB.OO 
15.00-17.00  ■ 

16.00-17.00 
U.  00  15.00 


833.00  34.00 
10  00  33  00 
10.00-19.00 

17.00  10.00 
16.00  17.00 
14.00  16.00 

15  00-16  00 
13.00-14.00  I 


37.00  I 
33  00- 2A  on 
30  00-3X00  • 
17.00-19.00 


Jon.  34. 


833.00-31.80 
10  00  33.00 
15.iO-tt.00 

16.00-18.00 
18  00- 16. 60 

IS.  00-15. 00 

14.00  16.00 
U.  00-14.00 


I 
36  00-37.00  1 

33  OO  25  on  ' 

3D  00-33  00 
17.00-19.00 

IH  00-30  00 
lA  0017  OU 
U  00-15.00 


16.00*37.00 

23  QO-ZVOO 
30  00-23.00 
17.00-19.00 

IK.  00- 19. 00 
15  UO-17  00 
U.UO-14.00 


15  (i>-ie  00 

14.00  15.00 


15  00-16.00 
13  00-14.00 


Daiip  %choic4ia!e  pricvn,  tcvstiTn  drtnnvd  frvuh  Utmhn  and  mutton,  tavk  ending 

Jan,  ik,  IV Of. 


1 


Jul  30. 


WMhtectmi: 
L^mbft 
Choice. 


82K.00 
Oood I823.0O-  27.00 


Medium. 
Comraoii. 


23.00- 


25.00 
30.00 


38.00 
34  00-  25. 00 


L«mh»  - 

Choire 

(iood 

MMUum '  33.00-  34.00 

Oood 


Iffldiom 16.00- 

Commoo 13.00- 

MuttoB  - 

Good I  1«00- 

Medlum 1«  OO- 


Sow  York 


tTuiifl*..... 

Good 

Medium.... 

(^ommoo  • » . 
Y«rllnc9- 

Oood 

Medium... 
Mnttoo>- 

Good , 

Modinm... 

C< 
PhilMMphto: 


14.00- 


34.00- 

33  00- 
33  0l>- 
19.00- 

30  00- 
1900- 

18  OO- 
17.00- 
15.00- 


Oood... 
Modiom 
C 


Jon.  21. 


17  00 
15.00 

19.00 

17.00 
16.00 


36.00 
34  00 
23  (» 
22.00 

31.00 
30.00 

19  00 
I*  no 
16.00 


iluAm I  aR  00 

Good ;  36.00-  27  00 

Modlum I  »  00-  3fl.00 

33.00-  34.00 


31.00-  33  00 
1H.OO-».00 
15  00-  17.00 


l<.no- 

17  00- 
15.00- 


I 


3ft.0O- 
35.00. 
34  OO- 
33.00- 

30.00- 
17.00- 
14.00- 


27.00 
36.00 
35.00 
2S00 

31  00 
19.00 
15  00 


Jon.  33. 


836  00 
834.00-  26.00 

22.00-  34  00 
18.00-  30.00 


I 


24  00-  25.00 

23  OO-  24.00 
23.00  23  00 

30.00-  31  00 
Irt.OO-  17.00 
13.00-  14.00 

17.00-  19  00 
1ft  OO-  17  00 
14.00-  15.00 


Jul  33. 


Jul  34. 


835.00 

833.00-  25  00 

20  00-  22  00 

17.00-  WOO 


8»  00 


I 


825.00 


34  80-  25  00 

24  0i>    24  50 
23.00-  24  00 


34.00-  35.00 
33.00-  34  00 
33.00-  33.00 
19. 00-  33.00 

30  OO-  31.00 
IH.OO-  »  00 


19  00 
1^.00 
16.00 


832.00-  25  00  433.00-  25.00 
iK  00  20  00  IH  («)-  .0.00 
15.00-  18  00  '  15.00-  18.00 

I 

34  OO-  25  00  I  34.00-  3480 
21  00  24  (»)  33  OO-  24  00 
23.00-  21  00     21  OO-  23.00 


17.00-  18.00 
15  OO-  17  on 
14.00-  15.00 


I 


34  00-  25  00 
33  no-  34  OO 
33.00-  23  00 
19.00-  81. 00 

30  00-  31.00 
18  00-  30.00 

17  00-  IH  00 
16  OO-  17  00 
15  00-  1ft  W 


17.00-  IV  00 

15  nv-  1ft  00 
14.00-  15.00 


33  OO-  35  00 
33  OO-  33  00 
31.00-  33  00 
IS.OO  21.00 

19  00  -30  ni 
17  OO-  19  00 

1ft  00-  17  00 
15  «»-  1ft  ft) 
U  OO  15  00 


I 


25  00 
34  00-  35.00 
2S  00-  34  00 
30  00-  33.00 

18.00-  »  00 
15.00-  16  00 
U.0O-  14.00 


34  00-  35  00 
33  00-  34  00 
22  00-  33.00 
18.00-  31  00 

'  17  00-  19  00 
I  15  OO-  16  00 
I  13.00-  14.00 


17  OO-  18.00 
15  (W-  1ft  00 
13  OO-  14.00 


33.00-  34.00 
31  <«W  33.00 
30.00-  31.00 
17  00-  30.00 

1«  00-  19.00 
16  00-  18.00 

15  00-  17  00 
14  OO-  15.00 
13  00-  14  00 


33  00-  34  00 
31.00-  33.00 
30.00-  31.00 
17  00-  18.00 

16  OO-  18.00 
14  OO-  15.00 
U.OO-  U.00 


Alt  iMBb  uid  mutton  prtoM  "pluck  out." 
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Thus  one  branch  of  the  Government  says  that  an  afp^eement  on 
the  purchase  regulates  the  amount  of  fresh  meats  shipped  to  the 
eastern  markets  and  another  branch  of  the  Government  says  that 
these  markets  are  frequently  ^^  glutted  "  and  ^  demoralized.'^ 

I  would  call  your  particular  attention  to  the  fact  that  while  the 
Federal  Trade  Commission  takes  the  position  that  there  is  an  agree* 
ment  for  the  division  of  the  biry  of  the  live  animal  and  this  "  auto- 
matically "  rebates  the  sale  of  fresh  meats,  still  the  Department  of 
Agriculture,  in  a  printed  report,  tells  you  that  the  market  was 
^  flooded  "  and  ^  demoralized.''  This  is  not  an  exceptional  case.  If 
the  committee  thinks  it  is,  it  can  easily  ascertain  that  sudi  is  not  the 
fact  by  calling  some  of  the  Bureau  of  Markets  men,  who  have 
charge  of  this  work,  and  I  am  sure  they  will  tell  you  that  these 
eastern  markets  are  frequently  glutted  and  that  the  effect  of  the 
glutting  of  the  market  is  to  depress  prices. 

In  fact,  what  I  would  suggest  as  much  better,  if  it  can  be  brought 
about,  would  be  for  this  honorable  committee  to  spend  a  dav  or  two 
In  New  York  City,  visiting  the  various  branch  houses  in  tliat  city, 
and  you  will  thon  get  the  information  first  hand,  and  I  venture  the 
assertion,  that  if  you  will  do  this  you  will  come  away  thoroughly 
convinced  that  this  perishable  product  is  sold  on  the  market,  under 
the  law  of  supply  and  demand,  and  is  sold  in  actual  and  active  com- 
petition. 

The  Federal  Trade  Commission  says  that  the  managers  of  the>e 
branch  houses  exchange  margins.  I  deny  that  statement.  Our 
branch  house  managers  have  explicit  instructions  not  to  exchange 
information  as  to  margins,  not  that  it  would  be  illegal  or  even  im- 
proper to  do  so,  but  that  course  of  conduct  has  been  criticised  in  the 
past  and  we  want  to  be  above  criticism  in  that  respect. 

On  that  point,  I  want  to  give  this  conunittec  another  bit  of  in- 
formation, and  that  is,  that  in  the  past  the  packers  were  criticised  for 
having  too  high  a  figured,  or  test,  cost,  the  theory  of  certain  branches 
of  the  Government  being  that  this  was  used  as  a  ineans  to  keep  up  the 
price  of  fresh  meat  by  requiring  the  managers  to  try  and  make  a 
profit  on  an  exaggerated  figured  cost.  Accordingly,  in  order  to  met't 
that  criticism,  almost  a  year  ago,  Morris  &  Co.,  changed  the  ba^i^ 
of  its  figure<l  cost  so  as  to  count  in  all  of  the  by-products  at  the  actual 
market  value  at  the  time  of  slaughter.  This  does  not  give  the  actual 
co.st,  because  the  actual  cost  could  not  possibly  be  it^certained,  a^ 
these  by-products  are  sold  in  the  future  and  the  market  in  the  mean* 
time  may  either  go  up  or  down,  but  we  wanted  to  make  the  figuretl 
cost  as  near  actual  as  it  is  humanly  possible  to  do,  and  so  that  we 
would  be  absolutely  above  suspicion  on  that  account. 

To  show  vou  that  it  is  perfectly  silly  to  say  that  a  fixed  percentage 
of  buy  of  tlie  live  stock  will  in  itself,  "automatically**  rejorulate  the 
sale  of  fresh  meats,  I  would  call  your  attention  to  the  varying  prices 
obtained  in  our  different  branch  house  markets  in  the  same  city«  as 
we  have  taken  these  figures  to  cover  the  period  from  the  time  that  our 
cost  was  put  upon  the  supposed  actual  basis  to  December  31*  191H. 
Our  books  will  show  in  the  tliree  Brooklvn  markets  for  that  periotl 
of  time  the  following:  The  Dahlman  marWt  will  show  a  loss  of  $1.12 
p<»r  100  pounds :  the  Morris  &  Co.,  Bi'ooklyn  market  will  show  a  lot« 
of  87  cents,  and  the  Brooklyn  beef  marlcet  will  show  a  loss  of  89 
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cents,  and  yet  these  three  markets  are  all  on  the  same  street  in  the 
same  city. 

When  we  look  at  the  figures  in  New  York  Citv  we  find  that  the 
Gansevoort  market  shows  a  loss  of  61  cents,  the  Manhattan  market  a 
loss  of  $1.36,  and  the  other  five  markets  show  a  loss  ranging  from 
$1.14  to  $1.42. 

The  daily  and  weekly  fluctuations  will  show  a  greater  difference. 

How  can  this  possibly  be  explained  if  there  is  an  agreement  on 
percentages  of  "  buy  "  and  this  agreement  automatically  regulates  and 
controls  the  price  for  which  the  meat  is  sold?  I  say  to  you,  in  all 
seriousness,  that  this  is  perfectly  preposterous  and  any  practical 

8acking-house  man  will  tell  you  the  same  thing.  It  can  not  oe  done, 
lo  two  animals  dress  out  the  same.  No  two  cuts  of  meat  are  the 
same.  These  butchers  who  buy  this  meat  know  the  meat,  its  quality 
and  its  conditions  just  as  well  as  the  branch-house  managers  know  it 
This  is  a  perishable  product.  The  amount  on  hand,  the  weather 
and  many  other  conditions  enter  into  and  make  up  and  control  the 
market,  and  I  venture  the  assertion  that  this  committee  will  be  thor- 
oughly satisfied  on  that  score  if  it  can  only  obtain  close  personal 
touch  and  observation  with  the  business  itself  and  see  how  it  is 
conducted. 

If  this  committee  can  personally  inspect  the  conduct  of  this  busi- 
ness in  a  large  city  like  New  York  or  Boston,  it  will  be  readily  con- 
vinced that  the  branch  house  is  absolutely  essential  to  the  packer  in 
the  distribution  and  sale  of  his  meats  and  also  that  it  is  to  the  interest 
of  the  producer  that  these  meats  be  handled  promptly,  so  that  the 
packing  houses  will  be  run  to  their  full  capacity  and  the  packer  be  in 
a  position  to  purchase  all  of  the  live  meat  animals  that  are  shipped 
to  the  market.  To  take  the  branch  houses  from  the  packer  will  simply 
demoralize  and  destroy  this  industry.  And  when  you  see  the  function 
that  the  branch  house  performs  in  this  industry,  I  say  to  you,  seri- 
ously, that  you  will  be  convinced  that  there  must  be  some  reason  back 
of  this  bill  other  than  to  regulate  and  correct  any  possible  wrongs  in 
the  conduct  of  the  branch  houses  themselves. 

SCOPE  AND  CONSTRUCTION  OF  THE  BILL. 

It  is  not  sufficient  to  merely  describe  the  different  instrumentalities 
covered  by  this  remarkable  bill,  or  to  show  that  no  "  live  stock  pool '' 
exists.  It  is  also  necessary  to  consider  the  scope  of  the  bill  itself,  for 
this  is  not  a  war  measure,  but  is  intended  as  a  permanent  law  in  times 
of  peace.  ' 

It  would  be  idle  to  speak  of  what  is,  or  is  not,  intended  by  the  pro- 
ponents of  the  bill  to  be  done  under  the  bill.  The  only  question  of 
importance  is,  what  can  be  done  under  its  provisions,  for,  ordinarily 
the  maximum  power  will  be  exercised,  for  power  feeds  upon  power. 

As  a  peace  measure,  this  bill  is  radically  revolutionary  as  compared 
with  anything  on  the  statute  books  at  the  present  time.  This  bill,  if 
enacted  into  law,  would  authorize  a  President  to  do  anything  he 

? leased  with  the  packing  industry  and  all  of  its  instrumentalities, 
'here  can  be  no  possible  doubt  but  that  he  would  have  full  power  to 
destroy  absolutely  this  great  and  efficient  industry.  Of  course,  it  goes 
without  saying  that  a  President  of  the  United  States  would  want  to 
do  the  right  thing,  but  the  trouble  is  it  could  not  be  expected  that  he 
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could  give  his  personal  attention  to  details  such  as  the  o{>eration  of 
branch  houses.  Consequently,  he  would  have  to  depend  upon  his 
agents,  or  persons  appointed  to  look  after  this  business,  for  advice. 
If  such  an  agent  should  happen  to  have  socialistic  tendencies,  or  not 
possess  business  ability,  or  not  be  familiar  with  the  details  of  this 
business,  disaster  would  result  from  his  theories  or  incompetence  and 
this  fine  system  of  distribution  would  go  to  rack  and  ruin.  So  when 
the  bill  speaks  of  the  President  having  certain  powers,  it  must  cer- 
tainly be  Dorne  in  mind  that  this  power  will  be  exercised  by  certain 
political  appointees. 

Under  the  bill,  the  President  is  authorized  to  acquire,  by  purchase, 
lease,  or  condemnation,  ^'  through  such  agency  or  agencies  as  he  may 
designate,"  all  of  the  packers'  instrumentalities,  oi  every  kind  and 
description,  outside  of  the  packing  houses  themselves,  including  stock 
yards  having  receipts  of  over  500,000  head  during  the  year  1917. 
and  also  the  terminal  belt  railroads,  exchange  buildings,  rendering 
plants,  serum  plants,  market  news  services,  "  as  he  may  deem  neces- 
sary or  appropriate  "  (and  he  is  the  sole  judge  as  to  what  is  either 
"  necessary  "  or  "  appropriate  "). 

Then  he  is  given  the  power  to  acquire,  construct,  or  establish, 
again  "through  such  agency  or  agencies  as  he  may  designate  "such 
additional  facilities  "as  he  may  deem  necessary  or  appropriate'' 
(again  he  is  the  sole  judge  as  to  what  is  either  "  necessary  "  or  "  ap- 
propriate ") . 

Then  he  is  authorized  to  acquire  real  estate  "  through  such  agency 
or  agencies  as  he  may  designate  "  for  the  development  of  such  stock 
yards  or  other  facilities,  or  "  for  the  location  thereon  of  packing 
houses,  rendering  plants,  serum  plants  and  other  establishments  or 
facilities  for  the  preparation  ana  manufacture  of  meats  and  other 

})roducts  derived  m  whole,  or  in  part  from  live  stock,  or  to  lease  or 
icense  the  use  of  such  real  estate  *  *  *  upon  such  terms  and  con- 
ditions as  he  may  deem  necessary  or  proper  "  (there  being  no  restric- 
tion or  limitation  whatever  on  his  power  as  to  the  terms  or  conditions 
of  such  lease). 

Then  he  is  given  the  power  to  operate  for  the  United  States, 
"through  such  agency  or  agencies  as  he  may  designate,"  the  st^K-k 
yards,  refrigerator  and  stock  cars,  storage  and  marketing  facilities, 
upon  payment  of  such  charges  and  upon  compliance  with  such  con- 
ditions and  regulations  as  may  from  time  to  time  be  prescribed  by 
him,  or  such  "  agency  or  agencies  as  he  may  designate  for  that  pur- 
pose." 

Then  he  is  given  full  power  to  fix  the  fees,  terms,  and  conditions 
of  any  lease  or  license  of  said  properties,  at  the  same  time  declaring 
that  refrigerator  and  live-stock  cars  must  be  operated  by  the  United 
States. 

Then  the  bill  provides  that  all  persons,  firms,  or  corporations  en- 
gaged in  the  business  of  stock  ^ards,  or  enga^d  in  tne  purchase, 
manufacture,  storage,  or  sale,  in  interstate,  of  live  stock  or  products 
derived  therefrom,  shall  operate  "  exclusively  "  under  the  license  of 
the  president  "  through  such  agency  or  agencies  as  he  may  designate 
and  upon  such  terms  as  he  may  prescribe,  and  under  such  regulations 
as  may  from  time  to  time  be  prescribed  by  him,  or  with  his  approvaK 
by  such  agency  or  agencies  as  he  may  designate,^^ 
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The  bill  then  provides  that  the  President  may  form  u  corporation 
for  the  holding  or  oj)erating  of  the  properties  covered  in  the  oill. 

Then  the  bifl  provides  for  an  appropriation  of  500,000,000  dollars, 
with  which  to  purchase  any  of  these  facilities,  properties,  or  real 
estate. 

It  is  necessary  only  to  very  casually  consider  this  bill  to  ascertain 
that  a  President  could  put  the  prasent  owners  out  of  business  in  sev- 
eral different  ways.  In  the  first  place,  he  could  license  the  present 
properties  on  any  terms  that  he  might  see  fit,  making  the  business 
unprofitable  to  the  present  owners,  and  turning  the  license  fees  into 
the  Treasury  as  part  of  this  revolving  fund  with  which  to  buj  real 
estate  for  a  competing  packing  plant,  and,  when  purchased,  this  real 
estate  could  be  leased  to  a  competitor  on  any  terms  a  President  might 
see  fit. 

In  other  words,  the  "  bridle  is  oflF "  and  a  President,  with  complete 
ease^  under  this  bill,  could  destroy  these  properties,  and  without  in- 
tention on  his  part  in  that  direction.  That  could  be  accomplished  by 
intention  of  "such  agencjr  or  agencies"  as  he  might  appoint  under 
this  bill,  or  by  m^re  inefficiency  on  the  part  of  such  "  agency." 

He  could  refuse  license  to  the  five  big  packers,  or  any  of  them,  for 
the  cold-storage  plants  or  branch-house  markets.  Then  he  could  use 
any  number  of  tne  cold-storage  plants  or  branch  houses  now  owned 
by  the  packers,  and  refuse  to  operate  the  others.  These  branch 
houses  are  built  especially  for  this  business  and  would  be  rendered 
practically  useless  if  a  license  should  be  refused,  or  the  license  could 
be  upon  such  onerous  terms  that  the  present  owners  could  not  afford 
to  operate. 

I  say  that  no  more  vicious  bill  could  be  drawn  by  the  shrewdest  of 
attorneys  paid  for  the  express  purpose  of  putting  the  present  packing 
companies  out  of  business.  This  is  not  legislation.  It  is  only  a 
little  more  polite  way  of  doing  what  they  are  now  doing  in  Russia 
in  another  way.  The  present  packers  could  be  made  to  advance  the 
money  by  way  of  license  fees  to  "such  agency  or  agencies"  with 
which  to  build  competing  plants  on  land  bought  with  packers'  money. 

QUERY. 

When  this  whole  situation  is  looked  squarely  in  the  face  we  are  in- 
evitably led  to  the  question:  What  does  this  procedure  mean?  The 
President's  letter  asked  the  Federal  Trade  Commission  to  investi- 
gate the  whole  food  situation,  including  production,  manufacturing, 
marketing,  and  distribution,  but  after  two  years  of  sensational  and 
expensive  investigation  we  find  only  the  five  big  packers  have  been 
investigated  (the  investigation  of  the  small  packer  being  merely  tc 
discover,  if  possible,  but  without  avail,  some  illegal  or  uniair  practice 
by  the  big  packers  in  their  relations  and  dealings  with  the  smaller 
packers),  and  this  investigation  of  the  big  packers  was  with  the  ap- 
parent sole  purpose  of  finding  something  criminal.  The  report  deals 
with  old,  dead  history,  but  has  absolutely  no  tangible  evidence  of 
anything  illegal.  The  one  fact  that  the  commission,  with  all  of  the 
resources  of  the  Government  at  its  command,  could  not  find  a  single 
employee  of  these  packers,  and  there  are  thousands  upon  thousands 
of  them,  who  could  throw  any  light  upon  either  the  existence  or  the 
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workings  of  a  ''  live  stock  pool  '^  simply  demonstrated  that  no  such 
pool  exists.  Then  the  report,  although  made  by  a  branch  of  the 
Government,  supposed  to  guide  and  assist  business,  is  made  up  of 
the  most  violent  and  extravagant  language,  using  adjectives,  but  not 
citing  facts  and  figures,  and  drawing  the  most  unfair  deductions  and 
conclusions.  Neither  the  investigation  nor  the  report  were  con- 
structive ;  in  fact,  could  not  have  oeen,  as  they  touch  upon  only  one 
part  of  the  great  scheme  of  production,  manufacture,  and  distribu- 
tion of  food  products. 

Even  this  report  shows  that  the  profit  of  the  packer  is  reasonable, 
something  like  4  per  cent  on  the  turnover,  according  to  the  commis- 
sion, and  that,  after  all,  tells  the  whole  tale.  That  includes  all  of  the 
five  big  packers.  I  say  to  you  that  the  Morris  profits  on  the  turn- 
over have  been  less  than  2  per  cent. 

Whether  this  bill  represents  merely  an  organized  effort  to  "  get " 
the  packers,  the  undisputed  fact  remains  that  this  bill,  if  enacted  into 
law,  will  place  this  gi-eat  industry  at  the  complete  mercy  of  all  future 
administrations.  Just  contemplate  for  one  moment  tne  ability  thi-» 
law  would  give  to  any  administration  to  entrench  itself  in  power. 
Just  contemplate  the  power  during  an  election.  And  yet  we  are  now 
Ijuilding  for  the  future.  Possibly  this  is  the  form  of  law  that  is  to 
give  us  the  "  golden  age  "  which  we  all  hope  we  are  approaching  with 
our  new  era  of  thought  and  action,  but  if  this  is  mod  law  for  the 
packers,  then  it  must  be  good  law  for  everybody  else,  which  mean> 
that  the  Government  is  to  control,  if  not  own  and  operate,  all  manu- 
facturing and  the  markets  where  all  goods  are  distributed  and  sold. 
Where  would  you  draw  the  line?  It  is  an  easy  matter  to  start  a 
fire,  but  much  harder  to  put  it  out. 

As  this  whole  food  problem  is  so  intimately  interwoven  with  the 
welfare  and  destiny  of  our  people,  it  is  exceedmgly  unfortunate  that 
this  investigation  was  not  fair,  and  above  all  things  else  complete; 
that  it  did  not  take  in  every  phase  and  step  of  meat  food  production 
and  distribution,  so  that  you  gentlemen  in  the  legislative  branch  of 
the  Government  would  have  something  solid  on  which  to  build  for 
all  time. 

There  is  a  much  greater  problem  involved  than  merely  to  '*  get  ** 
the  packers.  The  packers  are  efficient  and  their  profits  are  low,  s<> 
that  if  the  people  are  to  get  their  meat  at  lower  prices  relief  must 
come  from  some  other  quarter.  On  the  other  hand,  if  live  stock  is 
too  low,  as  some  would  have  you  believe,  then  the  live-stock  people 
should  want  to  demonstrate  that  to  the  consumer,  because  hign  raw 
material  necessarily  means  high-finislied  product.  When  it  is  demon- 
strated  that  the  packer  makes  but  the  fraction  of  one  cent  per  poun^l 
profit,  the  people  are  not  going  to  be  fooled  always  with  this  false 
cry  against  the  packer.  In  fact,  what  the  great  mass  of  people  want 
is  either  to  know  that  there  is  no  fault  in  an  economic  way  with  the 
present  costs  and  prices,  or  if  there  be  a  fault  to  have  it  located 
and  remedied.  They  want  the  whole  story  and  then  something  con- 
structive— ^not  destructive.  The  packers  stand  ready  to  gladly  rem- 
edy any  wrong  or  error  in  their  business  that  may  be  pointed  out. 

If  Ainerican  citizens,  by  strict  i)ersonal  attention  to  basiness,  after 
building  up  an  industry  and  getting  it  on  an  efficient  basis,  making 
less  profit  than  any  other  big  industry  in  tliis  country,  and  after 
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performing  a  great  service  to  the  country  and  the  general  cause  of 
liberty  and  freedom,  must  turn  over  that  business  to  others,  then 
what  incentive  is  there  for  any  young  man  of  this  country  to  go  into 
business.  For  instance,  if  stockyards,  after  being  developed  to  the 
point  of  500,000  head  per  year,  are  to  be  turned  over  to  the  Government, 
then  what  incentive  is  there  for  anybody  to  go  out  and  build  up  addi- 
tional stockyards  near  production  ?  It  would  be  well  for  the  stock 
man  to  ponder  on  these  things  and  realize  what  is  in  fact  involved 
in  this  bill. 

Again,  if  this  bill,  and  the  action  of  the  Federal  Trade  Commission 
in  this  investigation,  represents  the  guidance  and  assistance  which 
business  is  to  get  from  our  Government,  then  how  can  you  expect 
business  to  go  out  and  get  the  markets  of  the  world  for  American 
labor?  Yet  in  the  countries  of  our  allies  we  see  the  Government 
standing  right  back  of  business,  bringing  up  efficiency  and  cutting 
down  costs  so  that  they  can  go  out  and  capture  the  markets  of  the 
world.  Everybody  in  this  country  must  realize  that  the  countiy  can 
not  continue  to  be  a  market  for  itself,  that  only  big  business  men  can 
go  out  and  get  the  markets  of  the  world,  and  this  big  business  must 
be  upheld  and  sustained  if  it  is  to  do  this  and  at  the  same  time  main- 
tain the  present  standard  of  wages.  Why  build  the  merchant  marine^ 
if  business  is  to  be  stricken  down  as  this  bill  would  contemplate? 
But  it  means  something  when  any  branch  of  our  Government  stands 
sponsor  for  a  bill  of  this  sort.  But  what  does  this  mean  ?  Does  it 
merely  mean  State  Socialism?  Or  does  it  represent  the  desire  of  the 
commission  to  protect  the  future  against  monopoly,  even  if  it  helps 
the  wholesale  grocer  and  hurts  the  consumer,  because  of  fear  aroused 
by  the  "  tendency  "  to  put  the  wholesale  grocer  out  of  business?  Or 
is  it  simply  politics,  it  being  popular  in  the  past  to  hunt  the 
packers  ? 

In  any  event,  I  submit  that  the  situation  presents  a  question  for 
very  serious  thought  on  the  part  of  anyone  wlio  has  the  interest  and 
the  future  of  his  country  at  heart.  Without  speculating  as  to  just 
what  influences  are  back  of  this  bill,  it  is  sufficient  to  say  that  it  is 
neither  constructive,  nor  corrective,  and  is  absolutely  vicious,  and 
there  is  enough  in  the  situation  at  least  to  defeat  it  in  principle  and 
without  regard  to  the  parties  directly  affected  thereby. 

MARKET     COMMITTEE     OF     THE     AMERICAN     NATIONAL     LIVE     STOCK 

ASSOCIATION. 

Mr.  Walter  L.  Fisher,  the  paid  advocate  for  the  market  committee 
of  the  American  National  Live  Slock  Association,  told  you  that  this 
market  committee  was  responsible  for  the  investigation  made  by  the 
Federal  Trade  Commission,  that  the  American  National  Live  Stock 
Association  stood  squarely  back  of  this  bill,  and  until  the  contrary 
is  shown  I  shall  accept  this  statement  as  properly  fixing  responsibility 
in  this  regard.  There  is  food  for  thought  in  that  statement  for  the 
consumer,  because  this  organization  says  it  wants  higher  prices  for 
the  live  meat  animal,  and  this  necessarily  means  high  prices  for  the 
finished  product. 

A  resolution  of  this  market  committee  was  introduced,  approving 
the  report  and  recommendations  of  the  Federal  Trade  Commission, 
and  which  was  signed  by  seven  gentlemen.     I  now  charge  that  every 
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man  who  signed  this  resolution  is  very  wealthy  and  that  they  made 
their  wealth  out  of  the  sale  of  live  meat  animals. 

Mr.  Fisher  stated  that  he  was  consulted  as  an  attorney  by  these 
people  several  years  ago.  He  also  told  this  committee  that  he  re- 
fused to  have  anything  to  do  with  the  matter  unless,  and  until,  a 
"  fund  ^'  was  collected.  It  was  not  explained  why  he  wanted  this 
"  fund,"  the  amount  of  it,  or  what  has  been  done  with  it.  But  mv 
information  is — and  I  wish  to  be  corrected  if  mistaken — that  this 
is  a  "fund"  of  approximately  $150,000  collected  annually  by  the 
association.  It  will  not  be  contended  that  the  gentleman  who  recom- 
mended the  "fund"  is  not  perfectly  capable  of  knowing  exactly 
when,  where,  and  how  to  use  such  a  "  fund,"  and  he  must  nave  ha^ 
in  mind  some  use  for  the  fund,  because  it  was  his  recommendation. 

I  do  not  charge,  or  even  intimate,  that  this  fund  was  used  for  anj 
improper  purpose,  but  its  size  would  make  it  rather  dangerous  if  it 
should  happen  to  get  into  any  improper  channel.  I  have  known  for 
some  time  that  some  financial  lifeblood  has  been  responsible  for  the 
proi)aganda  which  has  been  sweeping  the  country  against  the  pack- 
ing interests.  The  origin  thereoi  has  always  been  a  mystery  to  me. 
Whether  this  $150,000  fund  has  been  the  inspirational  source  of  the 
antipacker  crusade  I  do  not  know. 

Possibly,  if  this  committee  should  order  an  investigation  or  if  the 
Federal  Trade  Commission  should  feel  it  its  duty  to  make  such  an 
investigation  the  results  might  be  interesting. 

If  the  result  of  this  investigation  should  be  as  I  imagine,  it  is  not 
improbable  that  hundreds  of  small  stock  raisers  might  i^l  that  their 
annual  contributions  to  their  association  have  been  diverted  from 
the  purpose  for  which  they  were  led  to  believe  they  would  be  used,  a 
purpose  directly  antagonistic  to  their  own  best  interests.  In  my 
judgment,  the  majority  of  the  stock  growers  of  America  are  conserva- 
tive citizens  not  in  favor  of  radical  destruction  legislation. 

I  have  no  objection  to  the  American  National  Live  Stock  Associa- 
tion having  a  market  committee,  even  if  the  work  of  that  committee 
is  to  market  the  live  stock  of  its  members  to  the  best  advantage,  going 
to  the  extent  of  keeping  in  touch  with  the  different  live-stock 
markets,  preventing  unusual  runs  and  doing  all  that  can  be  done  to 
legitimately  protect  the  interests  of  the  members  of  the  association. 

I  also  want  it  clearly  understood  that  I  make  no  charge  against 
or  fight  with  the  individual  producers  of  the  country.  I  have  the 
highest  respect  and  sympathy  for  the  great  mass  of  live-stock  men« 
I  want  to  cooperate  with  them  and  I  do  not  believe  that  they  know 
what  is  goingj  on  or  what  the  effect  of  this  bill  will  be  if  enacted  into 
law.  In  my  judgment  they  have  no  real  information  as  to  what  use 
is  being  made  of  the  yearly  contribution  of  $150,000. 

Suppose,  however,  the  f^ederal  Trade  Commission  had  found  that 
the  i>ackers  had  raised  a  fund  of  $150,000,  or  even  a  fund  of  one- 
twentieth  of  that  amount,  for  the  purpose  of  raisin^r  the  price  of  the 
articles  they  sell  ?  Would  the  fact  that  it  was  raised  voluntarily  rob 
it  of  any  odium  ? 

Would  not  a  wave  of  denunciation,  in  and  out  of  Congress,  have 
swept  the  country? 

Would  we  not  have  been  denounced  for  attempting  to  "further 
gouge  the  public"? 
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Would  not  the  fact  that  at  this  time  the  feeding  of  the  World  is 
one  of  the  world's  ^reat  problems,  that  millions  of  people  in  Europe 
are  facing  hunger,  have  been  thrown  in  our  faces? 

Would  we  not  have  been  denounced  as  profiteers  of  the  vilest  kind, 
preying  on  the  necessities  and  sufferings  of  humanity? 

I  have  heard  no  criticism  of  this  market  committee  fund  of 
$150,000  annually,  possibly  because  the  public  is  not  aware  of  it. 

I  trust  that  when  the  consumer  learns  that  this  attack  on  the 
packers  is  the  acknowledged  work  of  seven  wealthy  men  who  desire 
higher  prices  for  their  product  they  will  finally  reach  the  just  con- 
<;lusion  that  the  packer  is  not  guilty  of  the  sins  charged  to  him. 

It  is  high  time  the  people  should  know  the  source  of  this  anti- 
packer  propaganda,  that  its  mainspring  is  not  the  good  of  the 
public  but  the  selfish  interest  of  a  small  quota  of  men  wno  are  using 
their  power  as  heads  of  an  organization  to  profit  therefrom. 

I  have  no  grievance  against  these  subtle  seven  because  of  their 
great  wealth,  but  I  have  a  perfect  right  to  cite  these  facts  as  refuting 
the  charge  that  the  packers  are  unlawfully  controlling  the  prices 
paid  for  the  live  animal. 

Points  of  contact  sometimes  are  extremely  illuminating.  Mr. 
William  Kent,  the  millionaire  partner  of  Mr.  Burke  (one  of  the 
moving  spirits  in  the  market  committee),  called  on  President  Wilson, 
secured  a  letter  from  him  to  the  Federal  Trade  Commission  directing 
that  commission  to  investigate  the  food  problem,  took  the  letter  to 
the  commission,  and  the  correspondence  was  read  into  the  record. 

When  the  investigation  started,  Mr.  Heney,  of  California,  a  friend 
and  neighbor  of  Mr.  Kent,  appeared  on  the  job,  and  no  fair  minded 
man  who  has  read  the  record  will  contend  for  a  moment  that  Mr. 
Heney  was  "put  to  work"  or  has  labored  for  any  constructive 
purpose. 

I  wonder  if  the  average  stock  grower  realizes  the  fact  that  this 
market  committee  is  not  representative  of  the  United  States,  as  a 
whole,  or  of  the  entire  stock  raising  industry.  Its  dominant  members 
are  all  from  west  of  the  Mississippi,  and  the  hog  growers  have  abso- 
lutely no  representation  on  this  powerful  little  coterie,  although 
during  the  war  they  did  more  than  any  other  branch  of  the  industry 
to  increase  production. 

I  can  not  speak  for  others,  but  so  far  as  I  am  concerned,  I  am 
thoroughly  tired  of  this  cry  of  "stop  thief,"  on  the  part  of  this 
market  committee.  I  do  not  believe  it  represents  the  real  sentiment 
of  the  great  mass  of  producers  in  this  country.  But  in  the  final 
analysis  I  can  not  see  how  the  consumer  can  be  satisfied  with  a 
bitterly  partisan  investigation  of  the  packers  at  the  instance  of  these 
cattlemen,  who,  admittedly,  want  higher  prices  for  their  live  stock, 
which  could  only  result  in  higher  prices  to  the  consumer.  Is  only 
the  producer  to  be  considered,  or  is  the  interest  of  the  consumer  also 
to  be  consulted? 

But  the  testimony  of  Mr.  Burke  before  this  committee  is  very  in- 
teresting and  enlightening  in  many  respects.  He  gives  us  some 
valuable  facts.  For  instance,  he  was  asked  as  to  his  prices  and 
profits,  the  following  question  by  Mr.  Hamilton : 

How  do  the  prices  of  your  stock  sold  on  the  market  range  during  the  last 
year — ^higher  than  heretofore? 

Mr.  BxTBKS.  Oh,  yes ;  tremendously  so.    The  general  plane  of  prices  is  higher. 
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Mr.  Hamilton.  Have  you  made  more  money  out  of  your  cattle  tban  you  ever 
made  before  the  last  year? 

Mr..  Burke.  During  1917  and  1918  the  business  has  been  more  profitable  than 
It  ever  was  before,  very  much  more  so. 

Now, '  seriously ,  isn't  the  consumer  entitled  to  know  what  those 

Erofits  were,  or  has  the  consumer  no  place  in  this  matter?  Has  this 
een  staged  exclusively  for  this  marKet  committee?  From  the  lips 
of  Mr.  Burke,  even  though  the  consumer  pays  for  it,  we  find  that  the 
prices  for  live  stock  have  been  "tremendously"  higher  during  the 
last  two  years  and  "the  business  (of  the  live-stock  men)  has  be<»n 
more  profitable  than  it  ever  was  before." 

Still  they  are  not  satisfied.  This  little  bit  of  evidence  is  helpful 
as  a  starter^  even  if  the  Federal  Trade  Commission  would  not  in- 
vestigate this  branch  of  the  food  problem. 

But  will  Mr.  Burke,  and  the  other  members  of  this  market  com- 
mittee, throw  their  books  open  to  inspection,  that  the  extent  of  their 
poverty,  caused  by  these  wilful  packers,  can  be  ascertained?  Mr. 
Burke,  will  you  be  really  honest  with  this  committee  and  dischw^ 
your  total  profits  and  tne  profit  per  head?  I  am  informed  von 
"  ducked  "  the  proposition  of  showing  your  books  once  before.  'VVill 
you  do  it  again?  The  packers'  books  and  records  have  all  been  in- 
spected. How  about  the  producers?  Let  us  have  the  other  side  of 
this  controversy. 

Then,  Mr.  Burke  was  asked  whether  the  law  of  supply  and  demanii 
entered  into  that  (his  increased  profits)  and  his  answer  was  '"Olu 
surely,  tremendously.  The  general  plane  of  prices,  of  course,  Ls  con- 
trolled by  the  law  of  supply  and  demand.  The  packers  are  workin<r 
within  that  law  over  short  periods.  The  packers'  control  is  working 
over  the  short  periods."     (See  page  491.) 

Mr.  Burke  certainly  forgot  his  lesson  at  that  point.  If  a  packer 
should  testify  that  the  law  of  supply  and  demand  regulates  the  prices 
paid  for  the  live  aninial,  somebotly  would  want  to  indict  him  for 

Serjury.  Yet,  Mr.  Burke  told  the  plain,  unvarnished  truth.  Now,  by 
[r.  Burke,  there  have  been  established  two  very  important  point-* 
firet,  that  the  producers  during  the  last  two  years  have  made  the 
largest  profits  in  the  history  of  the  business,  and,  second,  that  the 
packers,  in  their  purchases,  are  governed  by  the  law  of  supply  and 
demand.  Would  it  not  be  at  least  illuminating  to  know  what  the 
profits  of  the  producers  were?  Unfortunately  for  the  consumer, 
when  it  comes  to  investigations,  there  is  one  law  for  the  producer 
and  another  law  for  the  packer. 

Mr.  Burke  put  his  stamp  of  approval  upon  another  very  old  and 
well  recognized  proposition,  to  the  effect  that  higher  live  stock  meant 
higher  meat  cost  to  the  consumer. 

And  the  American  people  should  now  know  all  the  exact  face-. 
There  should  be  no  mistake  made  as  to  the  issue  involved  in  this  bill 
It  is  clean-cut  and  unmistakable.  It  is  whether  this  little  group  of 
selfish  men  can  dictate  and  extort  fabulous  prices  for  the  live  animaU 
and  at  the  same  time  make  the  packer  and  the  consumer  like  it« 

This  last  year  Morris  &  Co.  paid  $259,398,767  for  live  animals  and 
received  but  $173,731,902  for  the  meats  and  meat  food  products,  and 
$625,524  were  paid  for  diseased  animals  that  were  condemned^  It 
can  only  be  estimated  but  it  is  a  fact  that  millions  of  dollars  were 
paid  by  all  of  the  packers  for  "fill,"  that  is,  water  given  to  the 
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just  before  being  weighed  to  the  packer.  The  producer  is  paid  for 
diseased  animals  the  same  as  for  sound  animals,  and  the  producer  is 
paid  for  this  water,  or  "  fill,"  the  same  as  if  it  were  meat.  And  yet 
they  would  have  you  believe  that  this  market  committee  is  not  in 
politics  at  Washington.  Besults  are  what  count.  Every  law  of  this 
character,  is  in  the  interest  of  the  producer,  and  in  many  instances 
the  interest  of  the  consumer  is  ignored.  Where  does  the  public 
come  in  on  this  proposition  3  Who,  in  the  end,  pays  for  this  "  fill " 
and  these  diseased  animals?  We  have  wanted  in  good  faith  to  co- 
operate with  the  producer,  as  we  should,  but  in  I'eturn  we  have  been 
drawn  and  quartered  every  day  for  the  last  two  years  by  this  Fed- 
eral Trade  Commission  and  now  this  market  committee  boasts  of  its 
responsibility  for  such  things. 

Then  Mr.  Fisher  tells  this  committee  that  a  former  member  of  the 
market  committee  is  now  a  respected  member  of  the  United  States 
Senate.  I  have  nothing  but  words  of  the  highest  praise  for  both  the 
integidty  and  patriotism  of  Senator  Kendrick,  but  the  fact  remains 
that  we  must  now  appear  before  his  committee  and  argue  the  merits 
of  his  bill,  which  would  make  it  possible  to  take  a  license  from  the 
packer  if  he  did  not  paj'^  what  the  party  charged  with  the  enforce- 
ment of  this  bill  thought  was  a  proper  price  'for  live  stock,  and  be 
sent  to  prison  for  good  measure. 

And  they  say  that  the  packer  is  interested  in  politics.  I  reply 
that  the  first  thing  to  do  is  to  get  this  market  committee  out  of  poli- 
ics,  where  it  has  no  place,  dissipate  this  mysterious  "  fund,"  and  let 
the  committee  confine  its  activities  in  the  future  to  the  field  of 
business,  where  it  legitimately  belongs.. 

The  effect  of  what  has  been  done  by  the  parties  handling  the  cam- 
paign against  the  packers  has  been  to  drag  in  personalities  in  the 
hope  of  beclouding  the  issue  and  fooling  the  people.  The  people 
have  now  listened  to  this  sort  of  thing  for  more  than  two  years,  and 
I  insist  that  they  should  now  become  familiar  with  the  great  basic 
facts  in  this  great  food  problem  before  this  great  industry  is  entirely 
destroyed.  Possibly  these  propagandists  have  succeeded  in  creating 
a  feeling  that  there  should  be  some  legislation  against  the  packers, 
but  I  gay  let  us  now  have  a  show-down  all  around,  which  we  have 
never  had,  and  which  I  do  not  fear.  So  far  as  I  am  concerned,  we 
"  are  ready  for  the  test." 

Listen  to  some  more  illuminating  testimony  from  the  lips  of 
Mr.  Burke : 

Mr.  Hamilton.  The  higher  price  you  can  get,  of  course,  the  more  the  meat 
c'OHts  the  consumer? 

Mr.  BuKKE.  Naturally.     (See  p.  495.) 

And  yet  if  the  consumer  is  interested  he  will  note  that  Mr.  "Burke 
and  his  committee  are  responsible  for  this  investigation  by  the  Fed- 
eral Trade  Commission,  and  all  they  want  is  higher  prices  for  their 
live  stock. 

But  Mr.  Burke's  views  on  profits  are  very  interesting. 

Mr.  WiNSLow.  What  would  you  feel  was  a  fair  net  return  or  percentage  on 
your  investment? 

Mr.  Burke.  Under  some  kind  of  guaranty — oh,  I  should  say  eight  per  cent 
would  be  all  right.     (See  p.  498.) 
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_  •  

You  see  Mr.  Burke  wants  a  "  guaranty  "  and  8  per  cent.  The  pack- 
ers were  never  given  a  guaranty  of  any  sort  and  Morris  &  Co.  never 
have  averaged  that  amount  of  profit. 

Mr.  Doremus  called  Mr.  Burke's  attention  to  the  fact  that  bacon 
in  Washington  during  the  last  year  sold  from  60  to  70  cents  per 
pound.    To  this  Mr.  Burke  replied  as  follows : 

I  am  free  to  say,  I  think  that  Is  too  much  margin  between  the  price  the 
producer  gets  and  the  price  the  consumer  has  to  pay,  and  there  Is  a  lot  of 
slack  In  there  which  can  and  should  be  taken  out.  But  the  retailer  corner  In 
there;  his  problem  Is  a  very  important  one  to  be  considered  as  well  as  th*? 
packer.  It  is  a  matter  that  should  be  very  carefully  investigated,  and  mean^ 
taken  to  eliminate  a  lot  of  that  slack.  (See  p.  515.) 

•  Mr.  Burke  and  his  committee  claim  credit  (if  it  be  credit)  for  the 
investigation  of  the  Federal  Trade  Commission.  He  said  before  this 
committee,  "but  we  finall}"  got  the  investigation  ordered  by  the 
President  in  February  or  April,  I  forgot  which,  of  1917."  Wliy  did 
he  not  hav«  the  retailer  investigated  if  his  committee  has  such  great 
power  in  Washington?  Why  did  he  not  have  a  big,  broad,  construc- 
tive investigation?  Possibly  it  was  because  of  their  greater  de.<ire 
to  get  the  packers  than  to  get  the  truth. 

In  the  nnal  analysis,  I  can  not  see  how  the  public  can  be  satisfied 
with  a  bitterly  partisan  investigation  of  the  packers  at  the  instance 
of  these  cattle  men  who,  admittedly,  want  higher  prices  for  their 
live  stock,  the  only  effect  of  which  would  be  higher  prices  to  the  con- 
tsumer.  Is  the  producer  only  to  be  considered,  or  is  the  interest  of 
the  consumer  also  to  be  consulted  i 

BANK  HOLDINGS. 

Another  thing:  The  Federal  Trade  Commission  would  create  a 
feeling  against  the  packers,  because  of  their  bank  holdings.  I  say 
that  it  can  be  clearly  shown  that  the  live-stock  men  of  this  country 
have  infinitely  more  bank  stock  than  the  packers.  And  these  prin 
ducers  would  have  something  to  say  about  cattle  loans,  when  certain 
members  of  this  market  committee  themselve?  deal  very  extensively 
in  this  paper,  charging  just  as  high  a  rate  of  interest  to  their  fellow 
porducers  as  any  bank  in  the  country. 

TIIE  KENDRICK  BILL. 

The  Kendrick  bill,  pending  in  the  Senate,  to  which  I  am  unalter- 
ably opposed,  provides  for  licensing  the  packers,  an  obvious  subter- 
fuge for  ultimate  Government  ownership.  This  bill  not  only  jrive* 
power  to  the  authority  charged  with  its  enforcement  to  limit  profit. 
but  goes  to  the  extent  of  requiring  the  packer  to  bu}'  the  live  animal 
whether  he  needs  it  or  not  or  could  handle  it  in  his  packing  house  at 
the  time.  The  bill,  however,  fails  to  provide  any  means  of  requiring 
the  cattle  man  to  sell  his  wares  in  case  of  shortage  of  meat  animals 
on  the  market. 

Another  obnoxious  feature  of  the  bill  is  the  section  providing  that 
an  individual,  without  cojispiring  or  combining  with  any  one  eke, 
can  be  guilty  of  violating  the  act  in  the  purchase  of  the  live  animal 
or  the  sale  of  fresh  meat:  that  is,  if  the  party  charged  with  the 
enforcement  of  the  act  should  think  that  not  enough  was  paid  for 
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the  live  animal  or  too  much  was  obtained  for  fresh  meats,  the  license 
under  which  he  operated  could  be  taken  away  and  he  in  addition 
could  be  sent  to  prison. 

BEFORT  OF  THE  FEDERAL  TRADE  COMMISSION. 

With  your  kind  permission,  I  would  like  to  say  something  with 
reference  to  the  report  of  the  Federal  Trade  Commission  on  the  meat- 
packing industry,  because,  as  I  am  informed,  this  bill  is  based  upon 
that  report  and  was  prepared  under  the  direction  of  the  commission, 

I  would  first  call  your  attention  to  the  fact  that  the  letter  of  Presi- 
dent Wilson  directed  the  commission  to  investigate  the  "  production, 
ownership,  manufacture,  storage,  and  distribution  of  foodstuffs  and 
the  products  and  by-products  arising  therefrom."  Yet  this  com- 
mission has  devoted  practically  two  years  to  an  ex  parte  investiga- 
tion of  the  five  big  packers  alone.  The  letter  from  the  President 
covered  food  products  generally.  But  the  Federal  Trade  Commis- 
sion saw  fit  to  limit  its  investigation  to  only  one  branch  of  meat 
foods,  and  in  its  investigation  of  meat  foods  the  commission  made 
no  investigation  whatever  into  either  the  production  or  the  distribu- 
tion, excepting  in  so  far  as  it  directly  affected  the  five  big  packers. 
If  there  was  to  be  an  investigation  at  all,  and  especially  if  it  was 
to  be  the  basis  of  constructive  legislation,  it  should  have  been  a  fair 
and  complete  investigation  of  the  entire  subject,  so  that  Congress 
would  know  whether  the  proper  economies  are  being  practiced  in  the 
production  of  the  meat  food  animal,  and  also  in  the  distribution  and 
sale  of  the  finished  product.  In  other  words,  the  commission  should 
have  followed  the  calf  from  the  farm  to  the  table  of  the  consumer. 

Please  understand  that  I  am  not  lodging  any  complaint  against, 
or  criticism  of,  either  the  producer  or  the  retailer;  but  I  am  making 
the  simple  indisputable  statement  of  fact  that  the  investigation  did 
not  include  either,  and  it  necessarily  should  have  included  both,  if 
some  big,  constructive,  permanent  legislation  was  to  be  brought  out 
of,  and  built  upon,  the  investigation.  It  is  for  the  commission  to 
say  why  its  investigation  did  not  cover  both  the  producer  and  the 
retailer. 

The  extravagant  language  of  the  report  itself  shows  that  the  in- 
vestigation was  not  only  ex  parte,  but  was  biterly  partisan  and  un- 
fair, and  was  made  for  the  purpose  of  "  getting  "  the  five  big  packers^ 

In  its  report  to  the  President,  on  July  3,  1918,  the  commission 
says  that  the  five  big  ptu'kers  "  employ  practically  every  tried 
method  of  unfair  competition  known  to  this  Commission  and  invent 
certain  and  ruthless  methods  to  crush  weaker  concerns.  "  Yet  this 
branch  of  our  Government,  in  thus  speaking  of  a  great  industry 
that  had  just  i-endered  this  country  and  its  Allies  a  great  service,. 
did  not  point  out  a  single  "  weaker  concern  "  that  was  "  crushed  '^ 
and  did  not  cite  any  "  new  and  ruthless  methods. "  The  chief  char- 
acteristic of  the  report  itself  is,  that  it  contains  a  great  many  high 
<ounding  adjectives,  positive  statements,  unsupported  by  facts  and 
figures,  and  unjust  deductions  and  conclusions.  As  to  the  great  con- 
trolling question,  that  of  profits,  the  commission,  in  its  report,  stated 
that  these  five  packers  did  "  extort  excessive  pi'ofits  from  the 
people, "  and  the  commission  tried  desperately  to  make  this  appear 
from  the  figures,  and  yet  when  they  are  properly  analyzed,  it  is 
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shown  even  by  the  figures  of  the  commission,  that  these  packe-rs 
make  a  smaller  margin  of  profit  than  any  other  big  industry  in  this 
country. 

The  gist  of  the  report  is,  that  there  exists  between  the  fi^'e  big 
packers,  a  '*live  stoclc  pool,"  which  the  commission  charges  is  an 
agreement  between  them  to  buy  the  live  stock  according  to  a  fixe^l 
and  definite  percentage.  This  is  the  basis  of  the  whole  I'eiiorU 
This  is  the  foundation  on  which  all  of  the  conclusions  of  the  com- 
sion  in  its  report  are  based.  This  is  made  ver}'  clear  on  pages  12, 
1^4,  2.'),  28  and  77  of  part  2  of  the  report.  The  rei)ort  is  also  to  the 
effect  that  this  agreement  is  *'  automatic, ''  regulating  not  only  the 
purchase  of  live  stock,  but  the  sale  of  the  finished  product.  Tlu* 
rei)ort  in  one  place  says  that  this  agi-eement  originated  in,  and  grew 
out  of,  the  ola  Veeder  pools,  and  m  another  place  it  is  stated  that 
the  origin  of  this  ikk>1  was  near  the  beginning  of  the  National  Paik- 
inj5  Co.,  which  was  in  1D08.  In  either  event,  the  report  of  the  com- 
mission is  to  the  effect  tliat  this  automatic  arrangement  was  in  ex- 
istence in  the  vear  11)03. 

As  an  entire  report,  and  all  of  its  conclusions  ai*e  based  entirtOy 
upon  this  "live  stock  pool,"  it  therefore  necessarily  follows  that  if 
this  pool  theorj'  is  knocked  out,  then  the  entire  report  of  the  com- 
mission and  all  of  its  charges  fall  hopelessly  to  the  ground. 

I  have  six  distinct  and  separate  answere  to  this  charge,  which 
completely  and  effectually  dispose  of  the«o-called  '*  live  stock  pool.  "* 

My  fii-si  answer  is,  most  positively  and  unqualifiedly,  that  no  su-  h 

I)(K)1  exists,  and  I  would  necessarily  know  it  if  it  did  exist,  and  the 
^Vderal  Trade  Commission  has  no  living  witness  to  the  contrary. 

My  second  answer  is,  that  if  there  were  any  such  "  live  st4>ck 
pool,''  it  would  necessarily  l)e  reflected  in  the  price  paid  for  the  live 
stock,  because  it  concerns  live  .^tock,  and  lK»cause  the  Federal  Trade 
Conunission  reports  that  these  five  big  packers  are  '*  ruthles^  *\  antl 
greedv.  Where  men  are  ruthless  and  gi-eedv  thev  do  not  form  an 
illegal  combinati(m  to  hurt  themselves.  T*he  object  of  all  su  h 
illegal  agivements  is  to  get  some  undue  Wnefit  and  advantup\ 
and  theiv  could  Ik*  no  advantage  in  this  case  unless  it  would  be  in 
the  pri(e  itself,  that  is,  by  depressing  the  price  to  be  paid  for  th«* 
live  htock. 

Now  let  us  »H»  what  the  indisputable  facts  are.  The  avenim* 
price  paid  by  the  packers  during  the  year  1914  for  native  sttNM^ 
was  $1MM)  per  one  hundred  pounds;  in  the  year  1015  it  wa<  Si>.r»7: 
in  the  year  IDKJ  it  was  $10.12;  in  the  year  1917  it  was  $14.17;  and 
in  the  year  1918  it  was  $10.25,  the  top  price  in  1914  l)eing  $11.55, 
nn<l  the  top  price  in  1918  lx»inp  $20.50. 

The  average  price  for  liglit  ste(»rs  in  1914  was  $9.25  per  1<^^ 
i)oun<N;  in  the  vear  1915  it  was  $9.42;  in  the  vear  1916  it  was  $9.3<»; 
in  the  vear  191*7  it  was  $12.00:  and  in  the  vear  1918  it  was  $14.02, 
i1h»  top  price  in  1914  being  $13  and  the  top  price  in  1018  l>oinir 
$2f).25. 

The  average  price  for  hogs  in  1914  was  $8.27  per  100  poun«ls: 
in  the  year  1915  it  was  $7.37;  in  the  year  1916  it  was  $9.05;  in  th*- 
year  1917  it  was  $14.87;  and  in  the  year  1918  it  was  $17.47;  the  top 
price  in  1914  l)eing  $10.15,  and  thetop  price  in  1918  being  $20.95. 
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The  average  price  paid  for  native  sheep  in  1914  was  $4.75  per  100 
pounds;  in  the  year  1915  it  was  $6.50 j  in  the  year  1916  it  was  $6.62; 
in  the  year  1917  it  was  $9.50,  and  in  the  year  1918  it  was  $10,  the 
top  price  in  1914  being  $7,  and  the  top  price  in  1918  being  $17.50. 

The  average  price  for  lambs  and  yearlings  during  the  year  1914 
was  $7.25  per  100  pounds;  in  the  year  1915  it  was  $7.50;  in  the  year 
1916  it  was  $9^75 ;  in  the  year  1917  it  was  $13.75,  and  in  the  year 
1918  it  was  $14.75,  the  top  price  in  1914  being  $9.50,  and  the  top 
price  in  1918  being  $21.50. 

These  figures  are  actual,  and  I  defy  the  Federal  Trade  Commis- 
sion to  disprove  them,  and  they  give  a  complete  answer  to  the  charge 
of  the  Federal  Trade  Commission  that  there  was  an  illegal  com- 
bination between  the  five  big  packers  to  control  the  price  to  be 
paid  for  live  stock  on  the  hoof,  through  an  agreement  to  buy  a  cer- 
tain fixed  and  definite  percentage  of  the  live  stock. 

How  would  it  be  possible  for  these  five  big  packers  to  have  an  illegal 
combination  on  this  subject,  when  the  coimnission  reports  that  they 
are  a  monopoly  in  the  industry,  and  still  not  depress  prices?  If  there 
was  the  live-stock  agreement  that  the  Federal  Trade  Commission 
would  have  you  believe,  then  I  would  like  to  ask  what  that  was  for  ? 
It  necessarily  was  for  the  purpose,  and  the  only  purpose,  of  de- 
pressing prices.  And  yet  for  the  last  10  years  we  have  seen  prices 
increase  by  leaps  and  bounds  and  to-day  they  are  paying  the  highest 
prices  for  live  stock  on  the  hoof  that  has  ever  been  paid  in  the  his- 
tory of  the  industry. 

My  third  answer  is,  that  if  five  parties  constituting  a  monopoly 
in  a  certain  industry  has  an  illegal  agreement  for  the  purchase  of 
its  raw  material,  ana  to  depress  the  price  thereof,  and  which  agree- 
ment is  "  automatic "  and  also  regulates  the  sale  of  the  finished 
product,  then,  necessarily,  that  agreement  would  be  reflected  in  the 
profits  of  the  business.  This  is  just  as  plain  as  the  nose  on  a  man's 
face.  It  is  susceptible  of  demonstration  just  the  same  as  that  two  and 
two  make  four.  Yet  I  say  to  you  most  positively  and  unqualifiedly 
that  the  net  profits  of  Morris  &  Co.  for  the  last  five  years  have  aver- 
aged onl^  1.54  per  cent  on  the  turnover,  and  has  been  a  fraction  un- 
der a  third  of  a  cent  per  pound,  the  average  profit  per  100  pounds 
in  the  year  1914  being  26  cents;  in  1915,  25  cents;  in  1916,  32  cents; 
in  1917,  40  cents,  and  in  1918,  26  cents.  The  profit  per  head  in 
the  year  1914  was  53  cents;  in  1915,  55  cents;  in  1916^^  73  cents; 
in  1917,  $1.11,  and  in  1918,  83  cents,  the  average  for  the*  five  years 
being  77  cents.  During  each  of  the  last  five  years  Morris  &  Co. 
has  paid,  in  the  shape  of  dividends,  an  average  of  1.5  per  cent  on 
the  amount  of  its  capital  and  surplus.  The  balance  has  gone  back 
into  the  business.  The  profits  of  Morris  &  Co.  for  the  fiscal  year 
ending  November  2,  1918,  was  7.24  per  cent  on  the  total  capital  in- 
vested, including  borrowed  money,  or  9.39  per  cent  on  the  money 
invested  by  Morris  &  Co.  itself  in  the  business,  and  I  defy  the 
Federal  Trade  Commission  to  show  to  the  contrary.  And  I  say  to 
you  that  this  is  not  only  an  effectual,  but  a  convincing  answer,  to 
a  charge  that  is  built  solely  upon  theory  and  not  upon  facts.  And 
if  this  honorable  committee  has  any  doutt  about  the  accuracy  of  these 
figures  we  will  gladly  submit  all  of  our  books  and  records  to  any 
reputable,  chartered  accountant  which  the  committee  may  appoint 
for  verification,  or  our  secretary  will  submit  to  examination  by  this 
honorable  committee  on  this  subject. 
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My  fourth  answer  is  that  if  there  was  an  agreement  originatiii^ 
in  the  yeiir  1903, 15  years  ago,  the  Federal  TraSe  Commission,  with 
all  the  resources  of  the  Government  at  its  command,  would  have 
located  at  least  one  employee  for  these  five  concerns,  and  there  are 
thousands  upon  thousands  of  them — ^some  of  them  discharged  and  dis- 
satisfied— ^who  would  have  been  able  to  give  one  tangible  bit  of  evi- 
dence to  the  effect  that  such  agreement  was  in  existence  or  would 
have  been  able  to  give  the  workings  of  such  an  agreement.  It  is 
absolutely  impossible  to  conceive  of  such  an  agreement  being  in  ex- 
istence and  not  known  by  some  one  of  the  thousands  of  employees 
of  these  five  companies.  Some  of  the  buyers  would  necessarily  have 
to  be  let  in  on  such  an  agreement.  Yet  the  report,  on  page  44,  is 
to  the  effect  that  not  a  single  employee  was  located  who  could  "  tell 
how  it  is  managed." 

My  fifth  answer  is  that  the  Government  has  representatives  of  the 
Bureau  of  Markets,  under  the  Department  of  Agriculture,  in  all  of 
these  various  yards  whose  duty  it  would  be  to  discover  such  an 
agreement  if  one  existed,  and  I  say  that  it  would  be  physically  and 
absolutely  impossible  for  such  an  agreement  to  be  in  existence  for 
such  a  length  of  time  at  so  many  yards  and  these  representatives  of 
the  Government  not  be  able  to  detect  it. 

My  sixth  answer  to  this  unfounded  charge  is  that  the  same  charge 
identically  and  covering  some  of  the  same  time  was  made  by  the 
Government  in  the  trial  of  the  case  against  the  packers  in  the  city 
of  Chicago,  which  commenced  December  6,  1911,  and  ended  March 
27,  1912.  After  hearing  all  of  the  evidence,  which  included  all  of 
the  tables  now  relied  upon  up  to  January  1.  1912,  12  good  men  and 
true,  by  a  unanimous  verdict,  found  the  packers  not  guilty. 

I  want  to  say  to  you  where  a  charge  of  this  sort,  in  which  the 
Federal  Trade  Commission  admits  that  it  has  no  evidence  whatever 
of  any  meetings  and  has  the  testimony  of  no  employee  to  substan- 
tiate  the  charge,  and  where  the  charge  is  built  upon  theory  alone 
and  which  was  knocked  out  in  a  court  of  justice,  that  any  one  of 
these  six  answers  constitutes  in  itself  a  good  and  sufficient" answer; 
and  so  I  say  that  with  this  charge  knocked  out  the  entire  report 
amounts  to  nothing  whatever,  because  this  is  practically  all  that 
there  is  to  the  report. 

In  that  connection  I  would  call  your  attention  to  the  fact  that  the 
Federal  Trade  Commission  has  not  unearthed  anything^  new,  but  has 
simply  revamped  the  old  charges  with  a  little  additional  theory 
that  uniformity  of  purchase  of  live  stock  would  "automatically 
regulate  and  determine  the  price  to  be  obtained  for  fresh  meats,  and 
which,  I  think,  I  will  show  a  little  later  to  your  entire  satisfaction 
is  perfectly  silly  and  ridiculous. 

This  question  of  the  alleged  uniformity  of  purchase  is  not  only 
not  new,  but  I  sav  that  this  entire  question  has  been  fully  adjudi- 
cated in  a  court  oi  justice  and  by  a  jury  in  favor  of  the  packers,  be- 
cause the  purchase  of  these  packers  was  introduced  from  the  vear 
1903  up  to  and  including  the  vear  1911.  And  how  is  it  possibfe  to 
establish  any  guilt  or  wrong  doing  by  an  ex  parte  and  partisan  in- 
vestigation where  the  same  figures  have  been  fully  adjudicated  and 
passed  upon  by  men  under  oath  and  in  favor  of  the  accused?  The 
alleged  '*1910  arbitrary"  that  is  referred  to  in  the  report  of  the 
Federal  Trade  Commission  was  involved  in  the  trial  of  1912. 
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Of  course,  the  Federal  Trade  Commission  has  shown  all  of  these 
figures  in  percentage,  because  it  apparently  shows  a  closer  uniformity 
where  there  is  such  a  tremendous  volume  as  there  is  in  the  packing 
industry.  But  this  honorable  conmiittee  must  understand  tnat  one 
point,  or  even  a  fraction  of  one  point,  means  a  very  large  number  of 
cattle  in  the  buy  of  these  five  packers. 

While  it  is  perfectly  clear  that  the  conclusions  and  recommenda- 
tions based  upon  this  report  must  fall  to  the  ground  and  be  ignored 
because  resting  upon  this  false  premise  that  the  tables  of  purchase 
prove  combination  or  wrong  doing,  stall  there  are  certam  other 
features  of  this  remarkable  report  that  I  will  refer  to.  The  commis- 
sion makes  it  very  plain  and  positive  that  this  supposed  pool  works 
"  automatically."  Thev  are  requireld  to  take  th^t  position  because 
they  admit  that  they  have  absolutely  no  evidence  of  any  meetings 
whatever.  Let  us  consider  that  for  one  moment.  If  the  mere  division 
of  "  buy  "  of  the  five  big  packers  settles  the  whole  question,  and  for 
all  time,  so  .that  there  need  be  no  meetings  and  so  that  it  works 
"  automatically,"  then  necessarily  all  that  is  needed  is  one  buyer  at 
each  of  the  yards  to  take  over  his  quota  or  percentage.  But  that  is 
not  the  way  it  is  done.  The  commission,  pn  page  42  of  its  report, 
states  that  each  packer  has  "an  elaborate  system  of  private  tele- 
graph wires — with  several  thousand  messages  s^nt  and  received 
each  day,  supplemented  by  a  larger  use  of  the  telephone  and  of  yard 
messengers  at  all  markets."  And  even  with  this  great  and  complex 
system,  the  commission,  on  the  following  page,  "let  the  cat  out  of 
the  bag  "  when  it  states  that  the  head  buyer  *^must  change  his  plans 
quickly  to  offset  the  uncontrollable  actions  of  small  packers,  order 
buyers,  and  speculators."  How  is  it  possible  that  the  actions  of  these 
other  buyers  is  "  uncontrollable  "  if  these  five  packers  have  an  abso- 
lute monopoly,  as  contended  ? 

But  there  is  one  other  big  fact  in  connection  with  the  trial  of  the 
packers  in  1912  to  which  I  would  direct  the  attention  of  this  honor- 
able committee.  In  that  case  the  Government  took  no  such  absurd 
position  as  that  now  taken  by  the  Federal  Trade  Commission,  to  the 
effect  that  a  fixed  percentage  of  the  "  buy  "  will,  in  itself,  "  automati- 
cally "  regulate  the  sale  of  the  finished  product.  The  Government 
took  the  position  that  the  packers  wrongiuUy  had  a  figured,  or  test, 
cost,  and,  apparently,  was  honestly  of  the  opinion  that  the  packers 
should  have  an  actual  cost.  However,  it  was  made  very  plain  in  that 
case,  even  to  the  unwilling,  that  it  was  physically  and  absolutely  im- 
possible for  any  packer  to  have  an  actual  cost. 

To  illustrate:  The  packer  will  buy  60  head  of  cattle  on  the  hoof, 
for  cash.  He  does  pay  just  the  same  for  the  unsound  as  the  sound. 
He  does  not  buy  subject  to  condemnation.  The  producer  and  not  the 
consumer  gets  the  benefit  of  that  law.  But,  in  addition  to  this,  no 
man  can  teU  just  how  a  bunch  of  cattle  will  dress  out.  Expert  buyers 
can  take  a  pretty  fair  guess  at  the  proposition,  but  even  they  are 
fooled  sometimes.  The  insurmountable  difficulty  is  that,  while  cattle 
will  ordinarily  dress  out  about  52  per  cent  meat,  it  is  physically  im- 
possible to  tell  what  will  be  obtained  for  the  remaining  48  per  cent 
of  the  animal — ^the  casings^  hide,  fat,  hoofs,,  horns,  tail — that  is,  the 
by-products — ^because  the  most  of  these  products  are  sold  in  the 
future,  some  of  them  a  year  or  more  after  the  animal  is  slaughtered. 
In  the  meantime  the  price  may  go  up  or  down. 


1024     GOVERNMENT  CONTROL  OF  MEAT-PACKING  INDUSTRY. 

So  that  it  must  be  self-evident  that  the  actual  cost  of  the  fresh 
meat  can  not  be  ascertained.  Consequently,  there  must  be  a  figured, 
or  test,  cost.  In  the  Chicago  trial  when  the  small  packers  testified 
it  was  developed  that  even  though  they  do  not  utilize  to  any  great 
extent  the  by-products,  even  they  had  a  figured,  or  test,  cost.  The 
(jovernment  in  that  case  spent  a  vast  amount  of  money  to  prove  that 
the  packers,  through  this  test  cost  and  svstem  of  nmrgins  ancillary 
thereto,  regulated  and  controlled  the  safe  of  fresh  meats.  As  the 
evidence  developed  in  that  case  it  was  also  made  very  clear,  to  any 
open  mind,  that  a  perishable  product  must  be  sold  on  the  market 
After  the  testimony  of  the  branch  house  managers  and  butchers 
was  heard,  the  jury  evidently  was  convinced  that  the  figured,  or 
test,  cost,  was  not  the  means  of  carrying  out  any  illegal  combina- 
tion in  the  sale  of  fresh  meats.  Evidently  our  Government  has 
reached  the  same  conclusion,  because  it  has  now  manifested  a  desire 
to  require  the  packers  to  install  a  uniform  accounting  system,  with 
the  same  cost. 

In  other  words,  the  Government  now  wants  the  packers  to  do  the 
very  thing  that  the  Government  prosecuted  them  for  in  1912  as 
criminal. 

In  passing,  it  might  be  said  that  in  1912,  the  Grovernment  was  just 
as  convinced  that  the  figured,  or  test,  cost  was  the  means  of  an  illegal 
conibination  for  the  sale  of  fresh  meats,  as  the  Federal  Trade  Com- 
mission, apparently,  is  now  convinced  that  the  alleged  ^^live  stock 
l>ool  *-  is  the  means  of  regulating  not  only  the  purchase  of  the  meat 
animal,  but  the  sale  of  fresh  meats. 

The  si/[rnificant  feature  of  this  historical  fact  in  connection  with 
the  prosecution  of  the  packers  by  the  Government  for  maintaining  a 
figurecl,  or  test,  cost,  with  margins,  is,  that  the  Federal  Trade  Com- 
mission  was  driven  from  the  use  of  the  figured,  or  test,  cost  and 
margins,  in  its  strenuous  effort  to  build  up  a  case  against  the  five  big 
packers.  In  other  words,  the  commission  was  forced  to  adopt  souk> 
(»thcr  tlioory.  They  had  no  facts.  They  admitted  that  there  are  no 
meetino:s.  So  they  were  forced  back  to  only  one  fact  on  which  to 
build  a  lot  of  theory,  and  that  fact,  fortunately,  was  directly  in- 
volved and  fully  developed  in  this  trial,  submitted  to  12  men,  under 
oath,  and  their  unanimous  verdict  was  to  the  effect  that  these  packers 
were  not  guilty  of  anv  combination  in  the  purchase  of  live  stock  on 
account  of  the  allogecl  uniformity  of  purchase,  as  evidenced  by  the 
elahornte  tables  which  were  then  used,  and  now  used  again,  by  the 
Fe<lorul  Trade  Commission. 

Thus  we  find  that  all  of  this  hullabaloo  is  built  upon  one  fact 
that  was  satisfactorily  explained  in  a  court  of  justice  in  1912.  I 
want  to  say  this,  that  on  account  of  the  criticism  by  the  (k>vemment 
of  its  test  cost,  Morris  &  Co.,  voluntarily,  has  changed  the  basis  of 
fipiring  its  tost  cost,  and  now  figures  as  near  the  actual  as  possible. 
that  is,  we  take  the  actual  market  value  of  the  by-products  on  the 
(lay  of  slaughter  in  fipiring  the  test  cost.  Of  course,  this  can  not 
Ih»  the  actual  cost  btK'ause  in  a  great  many  instances  these  prices  will 
fluctuate  either  way  before  the  by-products  are  sold.  But  we  wanteci 
to  escape  all  criticism  in  this  direction  and  we  are  figuring  the  coet 
jii^t  us  near  the  actual  as  can  be  humanly  done. 

But  that  is  our  policy  with  reference' to  all  matters  of  eriti<n5ni. 
Where  tliere  is  criticism,  either  by  the  Government  or  the  producers. 
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Tve  try  to  meet  these  objections.  Accordingly,  when  there  was  criti- 
oism  some  years  ago  about  "  wiring  on  "  when  live  stock  was  shipped 
from  one  yard  to  the  other,  Morris  &  Co.  gave  strict  and  positive 
instructions  not  to  do  any  "  wiring  on,"  and  I  say  to  you,  positively, 
that  we  have  not  "  wired  on  "  since,  and  the  Federal  Trade  Commis- 
sion can  not  prove  to  the  contrary.  I  want  to  say  further  that  if  the 
Federal  Trade  Commission  had  found  any  ground  for  criticism  in 
the  conduct  of  its  business,  Morris  &  Co.  would  gladly  have  con- 
ferred with  the  Federal  Trade  Commission  and  met  its  views,  if 
possible.    But  we  were  given  no  chance. 

Of  course,  the  commission  realized  that  its  report  would  be  incom- 
plete for  the  pilrposes  of  the  commission  unless  it  could  be  shown 
that  the  combination  controlled  not  only  the  purchase  of  the  live 
animah  but  also  the  sale  of  the  finished  product,  because  the  con- 
sumer, who  buys  the  finished  product  is  everybody.  Being  driven 
away  from  the  figured,  or  test,  cast  by  the  Government  itself,  and. 
having  absolutely  no  other  evidence  in  the  way  of  meetings,  or  any- 
thing of  that  sort,  and  discovering  absolutely  nothing,  even  in  the 
private  files  of  the  packers  that  pointed  to  the  control  of  the  sale  of 
fresh  meats,  the  commission  then  evolved  this  beautiful  theory  to 
the  effect  that  the  so-called  "live  stock  pool"  automatically  regu- 
lated the  sale  of  fresh  meats. 

The  commission  itself  almost  recognized  the  falsity  of  this  theory 
oh  page  28  of  its  report,  which  is  as  follows : 

It  18  difficult,  if  not  Imiiossible.  to  carry  on  a  pool  in  fresh  meats  in  which 
flhipments  and  margins  must  l>e  decided  in  advance,  without  weekly  meetings. 
or  some  other  kind  of  regulation,  communication,  or  discussion.  Unless  each 
member  of  a  fresh  meat  pool  knows  at  the  beginning  of  the  week  how  much 
is  to  be  shipped  to  a  given  territory,  there  is  likely  to  be  a  general  glut  or  a 
general  shortage. 

Here  I  would  notice  another  feature  of  this  remarkable  report.  A 
great  deal  of  criticism  is  indulged  as  to  the  "  50-50  "  buy  at  certain 
of  the  stock  yards  in  this  country,  including  Oklahoma  City.  If  you 
will  kindly  permit,  I  would  like  to  say  a  few  words  by  way  of  ex- 
planation as  to  Oklahoma  City.  Some  years  ago,  as  already  ex- 
plained, there  was  a  very  strong,  and  proper,  tendency  to  locate  the 
packing  houses  nearer  the  raw  material,  because  that  would  relieve 
the  producer  of  a  longer  haul,  increased  freight  rates,  and  would 
give  him  less  shrink.  It  must  be  self  evident  to  this  honorable  com- 
mittee that  if  the  market  is  taken  to  the  producer  it  must  be  on  an 
infinitely  smaller  scale  than  the  old  established  markets  at  Chicago, 
Kansas  City,  East  St.  Louis,  and  Omaha. 

The  Morris  interests  thought  that  the  Southwest  afforded  a  great 
opportunity  to  extend  its  business  and  open  up  and  develop  a  new 
market  in  that  territory,  although  it  was  in  part  occupied  by  its  com- 
petitors. Armour  &  Swift,  at  Fort  Worth.  It  would  be  impossible 
to  get  either  Armour  or  Swift  to  locate  a  packing  plant  in  the  State 
of  Oklahoma,  or  at  any  other  point  in  the  State  of  Texas.  If  there 
was  an  illegal  combination  existing  between  these  five  big  packers, 
then  necessarily  no  one  of  the  five  would  enter  into  competition  or 
open  up  new  markets  in  territory  occupied  by  the  others.  It  would 
take  a  lot  of  nerve  for  any  other  packer  to  locate  a  plant  in  that  ter- 
ritory, because  it  would  mean  competition  and  the  loss  of  a  lot  of 
money  in  the  initial  building  up  of  this  new  market.    Notwithstand- 
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ing  this  fact,  and  the  further  fact  that  there  is  always  great  difficulty 
in  building  up  a  new  market,  Morris  concluded  to  locate  a  plant  at 
Oklahoma  City,  which  it  did,  with  stock  yards,  in  the  year  1910. 

I  submit  that  this  situation  very  well  illustrates  and  amplifies  the 
dependency  of  the  packing  plant  upon  the  stockyards  and  of  the 
stockyards  upon  the  packing  plant,  i  ou  can  not  conceive  of  packiii|r 
plants  without  a  stcdcyards  m  which  to  buy  animals  to  be  daugh- 
tered ;  nor  can  you  conceive  of  a  stockyards  without  packing  plants. 
because  it  is  the  packing  plants  that  make  the  market  at  the  yards. 
Consequently,  one  is  absolutely  dependent  upon  the  other.  When 
Morris  concluded  to  build  a  packing  plant  in  Oklahoma  City,  may  I 
ask  who  would  venture  to  build  stockyards  for  a  oAe-man  market! 
Please  think  of  that  for  one  moment,  and  especially  in  connection 
with  the  vast  amount  of  space  that  is  devoted  in  this  report  to  these 
so-called  "50-50"  markets.  But  Morris  did  build  a  stockyards 
in  Oklahoma  City  and  finally  succeeded  in  getting  Swartzchild  A 
Sulzberger  to  agree  to  build  a  packing  plant  also  at  Oklahoma  City. 

Evidently,  it  was  to  the  interest  not  only  of  the  State  of  Oklahoma 
and  the  great  Southwest,  but  of  the  cattle  and  hog  industry,  as  a 
whole,  to  have  this  market  go  along  and  gradually  be  built  up.  Could 
it  be  built  up  by  "ruinous  competition"?  In  other  words,  if  one 
should  attempt  to  buy  more  than  the  natural  capacity  of  his  plant« 
or  his  share,  if  you  please,  the  necessary  result  would  be  retaliation. 
and  the  necesary  result  of  that  would  be  that  one  or  the  other  would 
ultimately  be  driven  out  of  the  market  and  then  you  would  have  no 
market  at  all.  And  yet  this  commission  lays  hold  of  the  situation 
at  three  or  four  yards,  similarly  situated,  and  on  the  unjust  theory 
evolved  would  create  prejudice  and  feeling  against  the  packers* 
while  they  are  really  operating  in  the  interest  oi  the  cattleman  and 
the  hog  man. 

If  this  committee  has  any  doubt  about  there  being  actual  c(Hnpeti- 
lion  between  Morris  and  Swartzchild  &  Sulzberger  at  Oklahoma 
City,  on  the  one  side,  and  Armour  and  Swift,  at  Fort  Worth,  on  the 
other,  all  that  you  have  to  do  is  to  read  the  evidence  and  decision  in 
the  rate  case  before  the  Interstate  Commerce  Commission,  where 
there  was  a  bitter  fight  between  the  two  markets  over  the  question 
of  rates,  it  going  to  such  an  extent  that  it  became  a  fight  between  the 
two  States.  I  want  to  say  to  you  that  if  the  Interstate  Commerce 
Commission  had  not  decided  the  case  in  favor  of  the  Oklahoma  rates, 
there  would  be  no  "  50-50  "  market  at  Oklahoma  City  to-day.  We 
have  got  to  look  at  these  matters  as  men  of  plain  common  horse 
sense.  This  theory  about  the  "50-50"  markets  reads  very  nicely, 
but  when  you  get  down  to  cold  facts  you  will  find  that  it  is  in  the 
interest  of  the  producer  that  these  little  markets  near  the  source  of 
production  be  maintained  and  they  can  not  be  maintained  by  "  rui- 
nous competition." 

In  this  connection,  and  while  there  was  so  much  said  by  the 
commission  in  its  report  about  the  "  50-50  "  markets,  I  want  to  tell 
you  that  Morris  pnrihased  at  Fort  Worth  last  year  more  than 
40,000  head  of  cattle  and  shipped  them  to  Oklahoma  City  for  slaugh- 
ter. This  can  be  verified  by  the  commission,  if  it  has  not  already 
done  so,  and  I  submit  that  this  little  fact  means  something  in  con- 
sidering this  question. 
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Another  matter.  The  commission  has  seen  fit  to  quote  a  lot  of 
telep*ams  and  correspondence  about  the  different  packers  "  support- 
ing '  the  markets  in  the  yards  where  they  are  interested.  I  am  at  a 
loss  to  know  why  all  of  this  correspondence  was  inserted.  In  fact, 
I  am  at  a  loss  to  understand  why  a  lot  of  ancient  history,  which 
does  not  concern  the  present,  is  inserted.  But  these  telegrams,  to  my 
way  of  thinking,  are  very  illuminating  and  helpful.  Do  they  not 
show  one  great  reason  why  the  packers  should  have  an  interest  in 
these  yards,  for  if  certain  of  these  yards  like  Oklahoma  City,  St. 
Joseph,  Denver,  and  Fort  Worth  are  not  "supported"  at  times  by 
the  packers,  who  will  support  them?  And  what  is  more  to  the 
point,  who  will  buy  when  these  big  runs  are  on  at  the  yards  and  the 
packers  have  all  they  really  want?  Yet  these  packers  have  stood 
up  year  in  and  year  out  and  have  "  supported  "  the  yards  in  which 
thev  had  an  interest,  to  the  great  benefit  of  the  producer. 

"f  his  also  explains  to  a  verv  great  extent  why  the  same  prices  in 
many  instances  are  paid  for  "split  shipments "  at  the  various  yards. 
These  yards  are  jealous  of  their  competitors,  I  might  say,  jealous 
of  their  very  existence,  and  must  have  the  same  price  paid  or  the 
market  will  go  down.  When  the  Swift  interests  find  there  is  a  "split 
shipment "  in  the  St.  Joseph  yards  and  that  the  other  part  of  the 
shipment  brought  a  certain  amount  in  the  yards  at  Kansas  City, 
they  must  pay  at  least  as  much  for  this  split  shipment  in  St.  Jo6ei)h 
as  was  paid  for  the  other  part  of  the  shipment  in  Kansas  City,  or  in 
the  future  this  shipper  will  ship  all  of  his  cattle  to  Kansas  City  and 
none  to  St.  Joseph.  This  is  made  perfectly  clear  by  the  telegrams 
quoted  in  the  report,  and  yet  the  report  indicates  a  wUlingness  on  the 
part  of  the  commission  to  draw  improper  deductions  and  conclusions 
therefrom. 

Packers  want  stockyards  built  up  and  markets  maintained.  Take, 
for  instance,  Kansas  City.  Since  Morris  has  become  interested  in 
these  yards  they  have  spent  $1,779,686.65  in  the  improvement  of  the 
yards  for  the  years  1913  to  1918,  or  an  average  of  $296,000  per  year, 
as  compared  with  $249,995  for  the  five  years,  1908  to  1913,  or  an  aver- 
age of  $50,000  per  year.  These  improvements  have  been  for  the  pur- 
pose of  facilitating  the  handling  of  live  stock,  loading  and  unloading 
promptly,  and  making  the  drives  from  the  chutes  as  short  as  pos- 
.sible,  all  of  which  is  certainly  for  the  benefit  of  the  shippers. 

The  report  oi  the  commission  is  not  fair  on  the  big,  important 
question  involved,  and  that  is,  the  question  of  profits.  If  the  profit 
of  the  packer  is  reasonable,  then  this  charge  of  monopoly  and  illegal 
combination  falls  absolutely  to  the  ground.  If  the  large  packer 
makes  a  reasonable  profit,  then  no  blame  whatever  can  attach  to  these 
five  packers  merely  because  of  their  bigness,  and  I  have  shown  that 
our  profits  are  entirely  reasonable. 

In  chapter  3  of  this  report,  devoted  to  the  subject  of  "  agreements 
in  other  lines  of  business,"  the  commission  concealed  the  fact  that 
the  price  of  lard  compound  has  been  definitely  fixed  by  the  Food 
Administration,  there  being  a  separate  agreement  between  each  party 
handling  lard  compound  and  the  Food,  Administrator.  This  again 
serves  to  illustrate  the  utter  unreliability  of  this  lengthy  and  sensa- 
tional document.  It  is  almost  inconceivable  that  a  branch  of  our 
Government  would  submit  to  the  President  of  the  United  States  a 
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carefully  printed  report,  suggesting  criminal  prosecution  and  then 
set  out,  as  one  of  the  grounds  for  such  prosecution,  an  agreement 
which  was  in  fact  made  by  and  with  another  branch  of  the  Grovem- 
ment. 

OTHER  LIKES  OF  BFSINESS. 

The  report  of  the  commission  is  to  the  effect  that  the  packers  are 
branching  out  and  handling  commodities  other  than  meats,  refernng 
particularly  to  wholesale  groceries,  produce,  and  salmon.  Of  course, 
if  the  commission  had  any  real,  actual  evidence  of  illegal  combination 
in  either  the  purchase  of  live  stock  or  the  sale  of  fresh  meats,  we 
would  never  have  heard  of  this  charge,  or  at  least  so  much  time  an<l 
space  would  not  have  been  devoted  to  it.  The  truth  is  the  commis- 
sion in  its  crusade  to  '"get"  the  big  packers,  realizing  that  it  had 
signally  failed  in  its  charges  as  to  the  purchase  of  live  stock  or  the 
sale  of  fresh  meats,  have  ''lugged  "  these  other  mattei*s  in  to  get  the 
influence  of  the  wholesale  grocers  back  of  this  bill,  and  also  to  create 
the  atmosphere  in  Congress  that  some  legislation  should  be  ha4l 
against  the  packers.  We  are  ready  to  meet  that  issue  squarely,  a^- 
we  are  ready  to  give  the  people  an  accounting  in  all  branches  of  our 
busine^ss. 

(a)  Wholesale  grocei*s:  When  this  investigation  was  started,  the 
commission  sent  out  a  written  (juestionnaire  to  the  wholesale  ^ocers 
asking  for  instances  of  unfair  competition  or  imethical  practices  on 
the  part  of  the  big  packers.  This  clearly  demonstrates  what  this  in- 
vestigation meant  from  the  very  start.  It  not  only  shows  that  thi- 
was  not  an  investigation  for  constructive  purposes,  but  was  bitterly 
partisan  and  unfair  against  the  packei-s,  based  on  a  prejudgment  of 
wrongdoing. 

But  at  the  end  of  two  years  of  a  diligent  search  for  unfair  com- 
petition on  the  part  of  the  packers,  the  big  fact  stands  out  in  tin* 
testimony  of  Chairman  Colver  that  no  evidence  whatever  is  intro- 
duced of  any  such  unfair  competition  in  this  line,  and  that  the  qual- 
ity of  goods  handled  was  good.  In  fact,  he  had  nothing  to  complain 
of  so  far  as  the  past  or  the  present  is  concerned,  his  whole  testimony 
being  an  expressed  fear  for  the  future  on  account  of  the  "tendency  " 
of  the  packei^  to  absorb  this  branch  of  industry.  The  sole  ground 
for  complaint  seems  to  be  that  the  packers  can  handle  these  goo^K 
more  cheaply  and  can  sell  them  to  the  people  at  a  lower  cost  than  the 
w^holesale  grocer.  I  thought  the  cry  was  to  get  cheaper  foods  for 
the  consumer.    But,  if  mistaken  in  that,  I  would  like  to  know  it. 

It  is  a  fact,  if  that  be  an  offense,  that  the  packer  have  an  efficient 
means  of  distribution,  and  as  thev  alreadv  have  a  fixed  carrvinff 
charge  at  their  branch  houses,  additional  lines  of  goods  can  be  car- 
ried and  sold  very  cheaply.  If  it  is  not  desired  that  necessaries  be  re- 
duced to  the  consuuier,  all  very  well.  And  if  the  charge  be  tmo  that 
the  packers  will  put  out  of  business  the  w'^^^l^^^^ale  grocer,  no  unfair 
competition  being  shown,  then  it  necessarily  follows  that  this  result 
would  be  attained  solely  because  the  packers  sell  these  goods  more 
cheaply  to  the  consumer.  In  England  today  the  constant  effort  is 
to  cut  down  cost  at  every  point  possible  and  bring  up  efficiency.  Eng- 
land says  to  her  business  man,  if  you  cannot  bring  your  cost  down  to 
that  of  your  competitor  and  if  he  can  market  his  goods  more  cheaply 
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than  you,  then  you  should  not  survive  in  that  business,  but  you 
should  get  into  some  other  useful  line  of  production  or  activity.  I 
have  an  idea  that  if  this  investigation  had  covered  the  question  of 
distribution  and  sale  of  the  meats,  that  the  American  people  would 
have  been  astounded  at  the  present  waste  and  at  the  saving  and 
economy  that  could  be  made.  Unfortunately,  we  had  no  investiga- 
tion along  these  broad,  economic  and  constructive  lines. 

There  is  nothing  in  this  whole  situation  for  the  packer  to  fear, 
if  the  fixed  policy  of  our  Government  is  to  get  foods  to  the  people 
as  cheaply  as  possible.  Of  course,  if  the  policy  is  to  have  two  to  do 
the  work  when  one  would  do  it  just  as  efficiently,  then  that  is  another 
question.  When  two  needlessly  do  the  work  of  one,  then  there  is 
necessarily  an  added  cost  to  the  consumer.  It  is  admitted  that  the 
packer  can  distribute  and  sell  these  groceries  cheaper  than  any  one 
etee.  Is  this  not  what  is  wanted?  Why  not  bring  the  wholesaler 
up  to  the  level  of  the  packer  as  to  efficiency  and  down  to  his  level  as 
to  cost  instead  of  bringing  the  packer  down  to  the  efficiency  of  the 
wholesaler,  with  added  cost,  and  which  the  consumer  must  pay  in  the 
end?  If  the  idea  is  not  to  still  further  economize  and  thus  reduce 
cost  to  the  people,  why  any  of  these  investigations  ?  I  was  not  aware 
that  the  thmg  sought  after  was  to  increase  cost  and  to  say  to  a  busi- 
ness man  that  you  cannot  stay  in  tliis  line  of  business  because  you 
operate  it  too  cheaply  in  the  interest  of  the  consumer. 

Chairman  Colver  has  certainly  paid  a  very  high  compliment  to  the 
efficiency  of  the  packer  and  to  his  system  of  distribution,  when  he 
said  that  the  wholesale  grocer  would  be  "  put  out  of  business  as  an 
independently  operated  and  competitive  business  in  five  years  and 
the  retailer  in  10  years."  Whj  did  he  not  investigate  them  ?  Would 
it  not  be  interesting  to  know  just  where  the  fault  lies?  If  the  secret 
lies  in  the  handling  of  several  lines  instead  of  one,  then  isn't  this  in 
the  interest  of  the  people?  And  possibly  this  is  what  Chairman 
Colver  had  in  mind  when  he  injected  the  words  "  independently  oper- 
ated" in  his  statement  before  this  honorable  committee.  Possibly 
these  wholesalers  had  better  adopt  the  system  of  the  packers,  if  it  is 
superior.  Possiblv  there  are  too  many  middle  men  in  this  country. 
We  search  this  celebrated  report  for  one  word  on  that  very  interest- 
ing-question. W^"'^  i*  ^^  ^  crime  to  investigate  and  find  out  some- 
thing about  the  middle  man?  The  packers  have  already  been  in- 
vestigated time  without  number.    Why  not  try  it  on  somebody  else  ? 

Chairman  Colver,  in  response  to  questions,  admitted  to  this  hon- 
orable committee  that  the  goods  handled  by  the  packers  are  of  good 
quality  and  that  no  unfair  competition  had  been  shown,  unless  it  be 
in  the  superior  means  of  distribution  which  the  packer  possesses. 
The  packers  are  selling  cheaper  than  their  competitors  and  yet  his 
only  rear  is  the  future.  So  far  as  the  past  and  present  are  concerned, 
the  packers  have  been  the  friends  of  the  consumer,  as  was  clearly 
brought  out  by  answers  of  the  chairman,  in  response  to  questions  of 
members  of  this  committee.  That  being  true,  then  how  can  the 
Federal  Trade  Commission  recommend  the  taking  over  of  the  branch 
houses  and  means  of  distribution  of  the  packers,  until  they  have 
studied  the  defects  and  shortcomings  in  the  distribution  of  the  com- 
petitors of  the  packers,  and  to  ascertain  whether  the  cost  can  not  be 
cut  down  so  as  to  meet  the  packers'  competition  and  thus  give  the 
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consumer  the  benefit  thereof?     The  consumer  should  be  given  the 
benefit,  if  possible. 

If  the  crux  of  the  Federal  Trade  Commission's  recommendation 
lies  in  its  fear  of  what  may  happen  in  the  future  through  monoix>ly, 
then  this  bill  is  offered  as  a  form  of  State  socialism,  with  the  idea 
that  State  socialism  is  better  than  individual  monopoly,  but  we  are 
not  to  the  point  of  monopoly.  There  is  no  reason  why  a  very 
earnest  effort  should  not  be  made  to  try  and  remedy  defects,  if  any,  in 
distribution  by  wholesale  jobbers  and  middle  men  before  rushing  to 
the  extreme  of  State  socialism. 

After  getting  expressions  from  traveling  salesmen  representing 
the  wholesale  grocers.  Chairman  Colver  stated  before  this  honorable 
committee  that  it  was  his  opinion  that  the  packers  would  put  the 
wholesale  grocers  out  of  business  in  five  years,  and  the  retail  grocers 
out  of  business  in  10  years.  Of  course,  this  wild  estimate  is  bound  -to 
convince  anyone  of  the  utter  and  complete  unreliabilitj'  of  the  report 
of  the  commission  on  this  subject.  In  fact,  it  has  been  the  strong 
effort  of  the  commission  to  line  up  the  wholesale  grocers  against  the 
packers  and  thus  to  create  a  very  strong  bias  and  prejudice  against 
the  packers  in  public  opinion  generally.  In  that  connection  it  is 
interesting  to  get  some  actual  facts.  The  trouble  with  the  commi^^ 
sion  is  that  it  will  not  place  its  feet  upon  facts  and  figures,  but 
instead  it  will  lay  hold  of  some  proposition  and  build  therefrom  an 
unfounded  theory. 

Now  the  fact  is,  that  in  1907  we  had  2,586  wholesale  grocers  in  the 
United  States;  in  1913,  3,156;  and  in  1918,  3,687.  At  this  rate  we 
can  not  figure  how  it  is  going  to  be  possible  for  the  packers  to  accom- 
plish the  demise  of  the  wholesale  grocery  business  in  five  years,  or  even 
500  years.  We  have  simply  stirred  them  up  a  little  in  their  own  inter- 
est and  to  the  great  benefit  of  the  consumer.  The  truth  is  that  the 
packers  are  not  going  to  put  the  wholesale  grocers  out  of  busine^, 
and  the  commission  knows  that.  The  wholesale  grocer  has  his  place 
in  the  economic  plan  of  this  country  and  is  going  to  hold  it.  Efficient 
competition  will  force  the  wholesale  grocer  to  revise  his  business 
methods  and  to  cut  down  his  costs,  and  this  will  be  for  the  ))onefil 
of  the  consumer: 

But  Chairman  Colver  proposes  to  put  the  packer  out  of  the  whole- 
sale grocery  business  through  the  license  plan  embraced  in  this  hill, 
as  stated  in  his  testimony.  It  is  the  intention  that  when  the  packer 
makes  application  for  a  license  under  the  provisions  of  this  bill  ho 
will  be  limited  to  the  packing  business,  and  will  not  be  permitted 
to  do  any  business  in  the  grocery  line,  thus  leaving  the  wholesale 
grocers  with  a  free  hand.  Is  that  what  the  people  want  ?  We  think 
not. 

And  in  that  connection  it  is  interesting  to  note  the  testimony  of 
Chairman  Colver  as  to  the  existence  of  an  illegal*  combination  exist- 
ing between  the  wholesale  grocers,  his  testimony  being  as  follows : 

Mr.  Dir.r^x.  Did  you  find  In  yotir  Invest Ijcnt Ion  any  evidence  of  a  comhliui' 
tlon  existinfi:  by  the  wholesale  jfrocers  of  the  country? 

Mr.  Colver.  We  did  not  report  any  such.  (It  hardly  answers  the  qoostlon  •• 
to  whether  they  found  any  combination  to  sny  that  they  reiM)rtod  none,> 

Mr.  Dillon.  Well,  what  Is  your  judgment  on  that  question  at  this  time? 

Mr.  CJoLVER.  I  think  there  is  a  tendency  In  that  direction;  but  Joist  a 
moment — ^no ;  because  if  I  leave  that  answer  stand  it  would  seem  to  Imi^  tluit 
I  think  there  is  a  tendency  for  a  nation-wide  combination.    I  do  not  think  I 
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would  answer  yes  to  tbat,  as  to  a  nation-wide  combination.  It  is  an  industry 
that  scatters  from  one  end  of  tlie  country  to  the  other.  It  is  made  made  up 
of  very  large  and  very  sumll  units.  It  is  a  seasonal  industry.  I  would  not 
say  that  there  is  nmcli  evidence  of  anything  like  a  nation-wide  control. 

From  this  it  might  be  concluded  that  certain  parties  have  a  choice 
as  between  alleged  illegal  combinations. 

Mind  you,  I  am  making  no  charge  whatever  that  the  wholesale 
grocer  is  in  an  illegal  combination.  I  am  not  in  a  position  to  speak 
on  that  subject;  besides,  it  is  none  of  my  concern  so  far  as  this  present 
investigation  is  concerned.  I  am  simply  quoting  the  testimony  of 
Chairman  Colver  as  developed  through  questions  from  members  of 
this  honorable  committee. 

Legally,  I  believe  that  an  American  citizen  has  and  should  have 
the  nght  to  engage  in  more  than  one  business.  Economically,  I 
believe  that  it  was  a  good  thing  for  us  that  the  steam  engine  sup- 
planted the  old  stage  coach. 

But  notwithstan£ng  the  strong  effort  of  the  Federal  Trade  Com- 
mission to  stir  up  animosity  and  hatred  between  the  wholesale  grocer 
and  the  packer,  and  particularly  as  to  whether  the  packer  is  going  to 
put  the  wholesale  grocer  out  of  business,  it  is  very  interesting  to 
note  a  iarefully  prepared  and  signed  article  by  Mr.  Arjay  Davies, 

S resident  of  the  National  Wholesale  Grocers  Association,  in  the 
[ichigan  Tradesman  of  December  18, 1918,  and  which  is  as  follows: 

During  llio  >vars  just  aliend  of  us  tho  usefulness  or  ripht  to  exist  of  every- 
thing, from  the  Supreme  (\>urt  to  the  privat»*ly-owuod  (lellcatesH*n  store,  will 
doulitless  be  cnlleil  in  question  Uy  some  UK»re  or  less  important  section  of  our 
I)opulation.  The  one  predominant  principle  will  be  the  survival  of  the  fittest. 
I  have  no  need  to  tell  you  of  the  various  private  and  public  agencies  that  are 
here  and  there  offered  to  perform  the  functions  that  the  wholesale  grocer, 
under  the  severest  competition,  has  successfully  discharged  for  centuries.  No 
collective  action  on  our  part  and  no  mere  arguments  or  appeals  to  Federal  or 
State  authorities  will  or  should  maintain  the  wholesale  grocer's  position.  His 
survival  depends  solely  upon  himself.  If  he  Is  able  to  get  food  from  the  farm 
to  the  table  more  economically,  quickly,  and  effectively  than  any  other  agenc>' 
he  will  survive.  If  he  does  not,  no  association  and  no  imited  effort  can  or 
should  save  him. 

He  must  render  better  service  than  any  other  medium.  He  nuist  conduct 
his  business  with  greater  economy  than  any  competitor,  private  or  public. 
That  he  can  do  this  I  do  not  entertain  the  slightest  question.  He  has  proved 
It.  But  he  must  ever  improve  and  must  make  that  proof  ever  more  convincing. 
>fO  developments  of  the  peace  conferences,  no  activities  of  any  international 
food  organization,  no  decision  to  continue  or  discontinue  a  national  fo<xl  ad- 
ministration, no  reconstruction  policy  of  President  Wilson  and  his  Cabinet,  no 
laws  of  the  present  Congress  or  of  the  new  Congress  after  March  4,  can  in 
any  respect  change  the  plain  fact  that  to-day,  as  In  all  the  months  of  the  war, 
and  in  the  years  before,  and  through  the  years  ahead,  the  wholesale  gro<«r 
'Will  be  measured  by  his  service. 

This  article  shows  keen  business  sense,  but  it  is  bafi9ing  to  note 
the  effort  of  a  branch  of  our  Government,  created  to  assist  and  aid 
business,  to  convince  a  man  of  this  type  tnat  legitimate  and  proper 
competition  would  wrongfully  put  him  out  of  business  in  five  years. 
TIhe  answer  of  Mr.  Davies  is,  "that  his  survival  depends  solely  upon 
himself  if  he  is  able  to  get  food  from  the  farm  to  tne  table  more  eco- 
nomically, quickly,  and  effectively  than  any  other  agency,  he  will 
survive.  If  he  does  not,  no  association  and  no  united  effort  can  or 
should  save  him.'' 

So  that  we  see  that  there  is  absolutely  nothing  in  the  charge  that 
the  packer  will  put  the  wholesale  grocer  out  of  business  in  five  years. 
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The  wholesale  grocer  will  survive  and  will  grow  just  as  statistics  and 
figures  show  that  he  is  growing.  Yet  our  Federal  Trade  Commis- 
sion would  stir  up  a  world  of  prejudice  and  hatred  in  this  country 
against  the  packers  for  doing  this  very  laudable  work. 

(b)  Produce :  It  is  said  that  the  packer  is  also  in  the  produce  busi- 
ness. Why  not?  His  being  in  this  business  can  only  result  in  better 
quality,  better  service,  and  lower  prices  to  the  consumer. 

A  certain  member  of  this  honorable  committee  touched  upon  a 
very  important  subject  in  this  connection  while  interrogating  Chair- 
man Colver  with  regard  to  the  quality  of  the  goods  handled  by  the 
packers.  If  he  had  gone  a  step  farther  and  asked  about  the  condi- 
tion of  the  goods  handled  in  connection  with  produce  he  would  have 
touched  a  vital  feature  of  this  business.  We  have  heard  a  great 
deal  in  the  public  press  about  the  spoiling  and  the  destruction  of 
goods.  It  has  also  been  intimated  that  in  many  instances  such  de- 
struction was  intentional.  I  am  making  no  charge  in  that  regard. 
But  it  is  an  indisbutable  fact  that  there  is  a  great  waste  in  the  Na- 
tion's food  supply  through  spoilage  and  destruction.  Would  a  little 
legitimate  comi)ct]tion  in  this  line  of  business  tend  to  keep  down 
that  waste  and  destruction  ?  And  would  that  be  in  the  interest  or  to 
the  detriment  of  the  consumer? 

"  Condition  "  is  the  middle  name  of  the  packer.  Every  man  hold- 
ing a  position  with  Morris  &  Co.,  and  whose  duty  it  is  to  direct  the 
activities  of  those  who  buy,  prepare,  pack,  ship,  deliver  or  hamUe 
produce,  in  any  manner,  is  constantly  and  everhistingly  schooled, 
chocked,  and  made  a  past  master  in  this  vital  question  and  in  the 
technique  of  time  and  temperature,  so  that  injury  to  any  pro<iuct 
is  held  to  a  minimum. 

I  dare  say  that  this  honorable  committee  knows  what  the  packer 
has  done  for  the  quality  of  meat.  I  hope  that  all  of  you  have 
enjoyed  the  pleasure  of  eating  Morris  •"  Supreme  "  ham  and  bacon, 
which  is  the  last  word  in  those  great  delicacies.  Now,  we  are  doin^ 
the  same  thing  for  produce,  as  far  as  quality  and  tastiness  are  con- 
cerned. Is  this  advisable?  Still  the  Federal  Trade  Commission 
says  that  we  are  doing  this  work  much  cheaper  than  our  competitors, 
to  the  extent  that  they  will  all  be  put  out  of  business  in  a  few  ycars. 

Gentlemen  of  the  coinmittee.  are  we  to  be  punished  simply  be- 
cause we  keep  down  the  waste  and  destruction  of  poods  by  prevent- 
ing wastage?  It  would  be  nmnelous  if  the  inefficient  in  this  direc- 
tion were  to  be  rewarded. 

There  is  another  important  element  in  the  produce  business^,  to 
which  I  would  direct  your  attention,  and  which  enables  the  packer 
to  go  out  and  get  this  business  in  fair  competition,  and  that  is.  the 
fact  that  the  packer  in  the  produce  business  is  a  thorough  merchant. 
He  is  not  a  jobber,  and  he  is  not  a  speculator.  Our  whole  organisa- 
tion  is  basc»d  upon  efficiency  and  requiring  our  men  to  be  ported  as 
to  the  trade's  requirements  and  in  securing  supplies  to  cover  thj 
same,  using  our  l)est  efforts  at  all  times  to  keep  the  goo<l<  moving  in 
as  direct  a  line  as  possible  from  producing  sections  to  distributing 
centers,  and  at  no  time  withholning  the  supplies  from  the  trade 
under  price  limits,  which  is  the  practice  of  many  small  shippers  and 
dealer?,  who  do  more  or  less  speculating  in  this  respect,  withholding 
their  goods  from  the  market,  with  injury  to  the  product  and  to  the 
dctrinient  of  the  trade.    Morris  is  in  the  market  in  a  large  way.  as 
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a  cash  buyer^  deals  directly  with  the  best  known  shippers  at  j)rimary 
points,  furnishing  them  a  reliable  and  regular  market  during  the 
seasons  of  heavy  production,  and  especially  preparing  and  setting 
aside  a  portion  of  the  goods  in  season,  dunng  heavy  production 
periods,  to  be  used  during  seasons  of  scarcity  for  its  trade's  actual 
requirements,  and  not  for  speculative  purposes.  These  goods  are 
more  or  less  seasonable  in  production,  but  not  so  in  consumption. 
This  practice  of  Morris  &  ,"Co.  insures  at  all  seasons  of  the  year 
a  more  even  distribution  and  supply  of  these  highly  perishable 
products. 

We  do  not  desire  to  lodge  any  complaint  against  our  competitors 
in  this  line  of  business,  but  it  is  only  fair  to  this  honorable  commit- 
tee to  state  that  many  of  the  small  shippers  and  dealers  handle  this 
business  in  a  haphazard  manner,  operating  without  proper  facilities, 
without  any  artificial  cooling,  taking  a  chance  on  the  weather  to  help 
them  out,  preparing  their  goods  as  to  grades  and  styles  according  to 
their  own  ideas,  sending  their  goods  first  to  one  market  and  then  to 
another,  favoring  first  one  commission  house  and  then  another. 
Often  the  goods  are  not  properly  prepared  and  are  in  poor  condi- 
tion when  they  reach  the  market. 

Often  when  this  is  done  these  goods  are  sold  by  one  commission 
merchant  to  another,  passed  down  the  line  to  be  handled  and  re- 
handled,  involving  added  labor  cOsts,  injurj  to  the  product,  and 
finally  going  to  a  class  of  trade  where  the  price  is  more  of  an  object 
than  quality  and  condition.  It  is  a  deplorable  fact  that  a  large  per- 
centage of  these  goods  are  injured  either  in  their  preparation  for 
the  market,  or  in  their  handling  to  the  point  of  distribution,  and  a 
very  heavy  per  cent,  as  a  result,  is  actually  destroyed.  This  fact  can 
be  established  even  by  the  trade's  general  reports,  and  which  are 
available  to  this  committee.  If  it  is  not  to  the  interest  of  the  con- 
sumer that  this  business  be  stabilized,  then  I  agree  with  the  Federal 
Trade  Commission  that  the  packer  should  be  kept  out  of  this  line 
of  business.  But  we  have  nothing  to  fear,  or  withhold,  as  to  our 
conduct  in  this  business. 

I  desire  to  say  that  if  intelligent  legislation  is  to  be  had  along 
this  line,  you  should  have  laid  bare  the  actual  facts  as  to  the  specu- 
lator in  produce,  the  amount  of  sheer  waste  which  results  from  his 
practices,  the  loss  of  which  is  ultimately  borne  by  the  consumer. 
Are  we,  as  merchants,  to  be  punished  because  we  are  not  speculators? 
Of  course,  if  the  people  generally  are  satisfied  with  this  sort  of 
thing,  and  particularly  with  a  Government  investigation  that  does 
not  investigate  both  ends  of  this  great  food  problem,  but  only  the 
manufacturer  in  the  middle,  and  then  only  with  the  design  of  estab- 
lishing some  guilt,  not  for  the  purpose  of  big,  corrective,  or  construc- 
tive legislation,  and  when  his  emciency  and  low  profits  have  been 
unalterably  established,  then,  being  a  government  of  the  people,  we, 
as  a  part  of  that  people,  must  bow  in  submission.  But  if  the  policy 
is  to  encourage  speculation,  waste  of  food  through  spoiling,  and  im- 
proper handling,  then  it  is  all  right  to  take  over  the  branch  houses 
and  distributing  system  of  the  packers,  which  they  have  built  up 
through  years  of  effort,  turn  them  over  to  others,  and  strike  down 
the  great  efficiency  which  the  commission  says  will  dispose  of  our 
inefficient  competitors  in  a  few  years. 
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Of  course,  if  the  packers,  through  their  efficient  and  superior 
means  of  distribution,  can  sell  these  goods  too  cheaply  to  the  con- 
sumer and  thus  put  their  competitors  out  of  business,  and  if  the  real 
idea  back  of  this  bill  is  to  put  the  packer  out  of  these  side  lines  by 
refusing  license  for  that  purpose,,  and  that  is  to  be  the  policy  of  our 
Government,  which  was  made  very  clear  by  Chairman  Cblver,  in  hi> 
testimony  on  December  30,  page  66  of  the  official  report,  why  this 
drastic  bill  which  would  also  destroy  the.meat'food  industry!  Why 
not  prepare  the  bill  along  the  lines  that  a  man  in  this  country  can 
only  engage  in  one  line  of  business  ?  But  that  sort  of  a  law  would 
have  to  be  general  in  its  scope  and  apply  to  all,  and  not  merely  the 
packers,  as  the  present  bill.  Does  the  hew  thought  that  we  have 
heard  so  much  about  include  something  of  this  sort? 

(c)  Salmon  ijidustry:  Considerable  has  been  said  before  thL< 
honorable  coniniittee  about  the  salmon  industrv.  Morris  &  Co.  ha> 
no  plants  for  the  packing  or  handling  of  salmon.  We  handle  salmon 
only  as  distributors.  Yet  Chairman  Colver,  in  his  testimonv  before 
this  honorable  comimtee,  admitted  the  existence  of  a  combination  in 
the  packing  of  salmon,  amounting  to  a  monopoly,  and  when  a.ske4l 
by  a  member  of  this  committee  wliv  he  did  not  strike  at  the  root  of 

ft  ft' 

that  evil  and  get  aft(»r  that  monopoly  instead  of  the  distributor,  he 
replied,  "  We  are  only  trying  to  tackle  one  of  these  things  at  a  time." 
It  might  be  added  that  there  is,  apparently,  an  over-weening  desire 
to  tackle  the  meat  packers  first. 

(d)  List  or  articles  handled  by  the  packei's:  The  chairman  of  the 
Federal  Trade  Commission  submitted  to  this  honorable  conunittee 
a  long  list  of  articles  handled  by  the  packers.  The  evident  purpose 
of  this  was  to  stir  up  all  other  parties  handling  any  of  these  articles 
against  the  packers,  and  to  create  a  fear  in  the  public  mind  Uiat  the 
packers  were  getting  too  strong  for  the  common  good.  I  have  not 
had  the  time  to  differentiate  the  different  products  covered  in  this  li^!t, 
but  I  have  gone  far  enough  to  state  positively  that  more  than  90 
per  cent  in  value,  of  these  products  are  legitimate  by-products  of  the 
packing  industry;  that  is,  these  products  are  the  result  of  the  great 
development  and  utilization  of  the  by-products  by  the  biff  packer  and 
this  is  greatly  to  the  interest  both  of  the  producer  and  the  consumer. 

Now  the  situation  is  that  in  the  distribution  and  sale  of  these  by- 
products, it  is  found  that  the  packers,  with  the  same  overhead  and 
the  same  instrumentalities  for  distributicm,  can  handle  additional  line- 
to  advantage.  This  is  to  the  advantage  of  the  consumer,  because  it 
will  necessarily  cut  down  the  cost  to  him.  But  if  this  bill  is  to  he- 
come  a  law,  and  the  packers  are  to  l)e  deprived  of  their  instnunentah- 
ties  of  distribution  for  meat  and  meat  food  products,  and  also  denied 
the  privilege  of  handling  anything  but  meat  and  meat  foo<l  products 
then  it  is  only  a  short  step  to  the  drawing  of  the  line  between  the 
handling  of  meat  and  the  by-products  thereof,  so  that  the  next  bill 
suggested  by  the  Fedei-al  Trade  Conmiission  would  be  to  deprive  the 
packer  of  tlie  right  to  handle  and  sell  these  by-products.  As  one  of 
the  members  of  this  honorable  committee  very  properly  aske<l. 
"  Wliere  will  you  draw  the  line?" 

Of  course,  if  it  is  not  in  the  interest  of  the  consumer  that  the?* 
by-products  be  fully  utilized,  then  it  might  be  well  to  introduce  a  bill 
forcing  the  packers  to  dismiss  all  of  their  chemists  and  expert •?  in  tin* 
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line  of  development  of  by-products  and  go  back  to  the  old  order  of 
things  wh^n  these  bjr-products  were*  not  utilized  to  speak  of  at  all. 

Mr.  Colver,  in  his  testimony  before  this  honorable  committee, 
brought  all  of  this  in  as  a  proper  "  background  "  to  his  presentation 
of  this  matter.  Others  might  call  it  "  scenery,"  but  I  say  it  is  just 
plain  "  camouflage."  Its  purpose  is  to  create  a  feeling  of  prejudice 
against  these  packers  and  a  disposition  in  Congress  to  legislate 
against  them,  even  if  the  present  bill,  which  introduces  Government 
ownership,  can  not  be  accepted. 

{{')  Related  and  unrelated  corporations:  Knowing  that  it  has  no 
evidence  of  illegality,  the  Federal  Trade  Commission  hopes  to  build 
up  a  sentiment  against  the  packers,  so  that  legislation  of  some  sort 
against  them  will  come  out  of  the  situation.  Accordingly,  when  the 
federal  Trade  Commission  discovered  that  stockholder  of  one  of 
these  corporations  happened  to  have  some  stock  in  a  certain  bank, 
then  this  bank  was  listed  as  one  of  the  corporations  controlled  by  this 
"terrible  octopus,"  arid  in  this  way  they  accumulated  something  like 
seven  hundred  corporations.  Then  they  deliberately  give  out  to  the 
people  the  impression  that  these  five  packers  have  such  tremendous 
pjower  that  it  could  absorb  and  destroy  any  business  and  all  compe- 
tition at  will,  and  that  it  is  ;reaching  out  for  a  world  monopoly  of 
food  products.  But,  having  submitted  its  sensational  report,  the 
commission  now  seems  determined  to  get  something  out  of  the  situa 
tion,  in  order  that  it  may,  in  street  parlance,  "  save  their  face." 

I  would  also  say  a  few  words  as  to  the  summary  of  the  report  of 
the  Federal  Trade  Commission  on  the  meat  packing  industry,  which 
even  the  commission  very  graciously  admits  is  "more  particularly 
a  study  of  the  activities  of  the  five  principal  meat  packing  corpora- 
tions, Armour,  Swift,  Morris,  Wilson,  and  Cudahy."  I  want  to  call 
your  attention  to  the  fact  that  the  commission  itself  is  firmly  of  the 
opinion,  in  which  I  heartily  concur,  that  this  bill  could  be  used  as  a 
means  to  absolutely  destroy  this  great  industry,  and  which  was  built 
up  very  largely  by  three  generations  giving  their  personal  time  and 
attention  to  the  business,  and  which  accounts  for  its  success,  where 
failure  has  marked  the  efforts  of  salaried  men  in  other  businesses. 

On  page  3  of  this  summary,  the  commission  says : 

It  appears  that  five  great  packing?  concerns  of  the  country — Armour,  Swift,  Mor- 
ris, Wilson,  and  Cudahy — have  attained  such  a  dominant  position  that  they  con- 
trol, at  will,  the  market  in  which  they  buy  their  supplies,  the  market  in  which 
they  sell  their  products  and  hold  the  fortunes  of  their  competitors  in  their  hands. 

This  is  exceedingly  strong  language  and  yet  it  is  deliberately  used 
m  a  report  to  the  President  of  the  United  States  and  after  a  year 
and  a  half  has  been  spent  in  examination  of  the  industry.  Please 
note  that  the  commission  says  that  these  five  packers  control  "at 
will"  their  purchases,  their  sales,  and  their  competitors. 

Xevertheless,  bearing  in  mind  the  powerful  j)osition  that  these 
five  corporations  hold,  according  to  the  commission,  still  the  com- 
mission say  that  if  this  bill  were  passed  this  industry  could  be  ab- 
solutely destroyed,  for  the  commission,  on  page  4,  says : 

If  this  five  great  concerns  owned  no  packing  plants  and  killed  no  cattle  and 
BtiU  retain  control  of  the  instruments  of  transportation  of  marketing  and 
Storage,  their  poHiion  would  not  he  less  strong  than  it  is,    (My  Italics.) 

But  this  bill  proposes  to  give  to  the  Government  this  identical 
control.    Consequently,  the  converse  of  the  proposition  must  neces- 
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sarily  be  true  and  it  follows  from  these  two  quotations  that  the 
monopolistic  control  and  strength  of  these  five  concerns,  even  to  the 
extent  of  controlling  "at  will"  their  "buy,"  their  sales  and  tlieir 
competitors,  is  solely  through  the  instrumentalities  mentioned  in 
the  bill.  Consequently,  if  impractical  men  unfamiliar  with  this 
business,  had  control  of  these  instrumentalities,  these  corporation^ 
could  be  absolutely  destroyed,  according  to  the  commission  itself. 
That  raises  the  very  serious  question,  then,  should  this  gi'eat  power 
be  granted?  This  language  certainly  sounds  a  note  of  warning  as 
to  what  is  really  involved  in  this  bill,  and  what  was  intended  by  this 
commission.  It  means  more  than  paternalism.  It  means  more  than 
even  the  crippling  of  a  great  industry  which  has  rendered  a  wonder- 
ful service,  not  only  to  this  country,  but  to  the  cause  of  freedom 
and  international  equity  and  justice,  in  a  great  world  crisis.  It 
would  necessarily  mean  that  the  benefits  now  derived  from  the  ef- 
ficiency of  this  industry  would  be  lost  forever  to  the  consumer. 

I  would  call  your  attention  to  one  other  quotation  from  this  sum- 
mary, which  is  to  be  found  on  page  6,  and  which  is  as  follows: 

Some  independent  packers  exist  by  sulTennK'e  of  the  ttve,  and  a  few  haniv 
ones  have  survived  in  real  competition.  Around  mich  few  of  these  as  n^Dutln 
tlie  lines  are  drawinjj:  in. 

Is  there  any  doubt  in  the  minds  of  this  honorable  committee  that 
the  effect  of  this  strong  language,  coming  as  it  does  from  a  branch 
of  our  Government,  would  necessarily  sow  the  seeds  of  deep  and 
lasting  hatred  and  prejudice  against  these  five  packers?  And  yet  I 
would  call  your  attention  to  the  fact  that  this  report  will  be  searched 
in  vain  for  the  name  of  a  single  independent  packer  who  has  been 
ut  out  of  business  by  these  five  big  packers.  This  report  will  also 
e  searched  in  vain  for  any  real  evidence  of  unfair  competition,  and 
1  now  charge  that  the  Federal  Trade  Commission  spent  a  great  deal 
of  time  with  the  smaller  packers  and  the  coihpetitors  of  these  five 
gi*eat  packers  to  discover  and  unearth  something  in  the  way  of  unfair 
competition,  and  to  get  such  competitors  to  disclose  illegal  practices 
or  oppressive  and  unfair  tactics  on  the  part  of  the  big  pacaers. 

I  now  state  that  there  never  were  so  many  packers  in  competi- 
tion with  the  five  big  packers  as  at  present,  and  the  business  of  these 
smaller  packers  was  never  in  better  shape.  The  commission  is  mis- 
taken when  it  says  "the  lines  are  drawing  in."  For  instance,  the 
business  of  the  Chicago  City  Butchers  has  more  than  doubled  since 
1915  and  John  Agar  &  Co.  has  more  than  trebled  during  that 
period.  When  the  commission  submitted  tables  of  **buy"  for  the 
five  big  packers,  it  is  unfortimate  that  the  "buy"  of  all  other  packers 
was  not  also  submitted  for  the  last  five  years. 

On  pages  115  and  116  of  part  2  of  the  Federal  Trade  Report,  Mr. 
Charles  H.  May,  of  Madison,  Wis.,  is  of  the  opinion  that  the  five  big 
packers  took  turns  in  cutting  the  prices  on  meat  products.  It  ap- 
peal's that  he  was  in  business  for  the  years  1917  and  1918.  Tlio  fact 
is,  that  our  company  had  a  car  route  out  of  Janesville,  which  consti- 
tuted the  only  competition  that  we  could  give  this  man,  and  in  the 
year  1916,  when  he  was  not  in  business,  this  car  route  showed  a  net 
loss  of  $533.02,  and  in  1917,  when  he  was  in  business,  it  showed  a 
net  gain  of  $441.78.  So  that  these  figures  demonstrate  that  Morris 
&  Co.  was  not  cutting  prices  as  against  this  party. 


I 
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There  is  no  evidence  of  any  unfair  competition  in  the  report,  as 
to  groceries  or  produce.  They  did  not  get  it  because  it  was  not  to 
be  had.  And  yet  this  same  Federal  Trade  Commission  uses  this 
vitrolic  and  bitter  language  against  a  great  industry  that  helped  pre- 
vent the  defeat  of  the  allied  armies  before  our  army  ever  touched 
French  soil.  In  the  face  of  that  service,  and  While  the  service  is 
still  not  completer,  this  same  Federal  Trade  Commission  comes 
along  and  by  its  own  language,  admits  that  it  has  had  prepared  and 
recommends  the  passage  of  a  bill  that  could  be  used  to  destroy  the 
industry  absolutely. 

PURCHASE  OF  LIVE  STOCK   AND  SALE  OF  FRESH   MEATS. 

But  I  am  sure  that  this  honorable  committee  would  like  to  know 
just  how  the  live  stock  is  purchased  and  how  the  fresh  meats  are  sold. 
We  have  nothing  to  conceal  in  that  regard.  You  are  entitled  to  know 
the  details  of  the  purchase  of  the  live  animal  and  the  sale  of  fresh 
meats.  In  fact,  I  wish  it  were  possible  for  this  honorable  committee 
to  personally  visit  the  Chicago  yards  and  see  just  how  this  business 
is  conducted  in  all  of  its  ramifications^  and  particularly  to  go  into  the 
yards  in  the  morning  and  see  for  yourselves  just  what  "  makes  the 
market." 

At  the  outset  I  want  to  state,  most  positively  and  without  reserva- 
tion, that  Morris  &  Co.  has  no  agreement  whatever  limiting  its  pur- 
chase of  live  stock  to  any  percentage,  and  that  our  buy  is  governed 
solely  by  our  capacity  to  kill,  our  distributive  outlet,  and  the  receipts. 

Ordinarily,  in  times  of  peace,  we  purchase  cattle  for  three  differ- 
ent purposes;  that  is,  (a)  for  distribution  through  our  branch  houses, 
car  routes,  and  such  direct  trade  as  we  may  have ;  (6)  for  hotels,  rail- 
roads, steamdiips,  and  institution  trade;  (c)  canners  and  similar 
purposes. 

You  can  readily  see  that,  our  purchase  of  the  first  class  of  cattle 
is  governed  largely  by  orders  sent  in  by  our  branch  houses  and  car- 
route  departments  of  their  requirements,  together  with  grade  and 
kind  of  cattle  that  are  wanted ;  and  these  orders  are  filled  as  nearly  as 
possible  in  line  with  the  requests  from  our  branch  houses  and  route 
cars,  considering  the  receipts  of  cattle  and  market  conditions.  Cattle 
purchased  for  hotel,  railroad,  steamship,  and  institution  trade  are 
also  taken  care  of  in  a  similar  manner ;  the  head  of  this  department 
making  up  an  estimate  of  his  requirements  each  week.  But  the  can- 
ners and  cutters  are  shipped  to  the  markets  in  large  numbers  between 
July  and  January,  and  at  other  times  of  the  year  in  comparatively 
small  numbers^  so  that  our  purchase  of  this  class  of  cattle  during  the 
heavy  run  is  Imiited  only  by  our  killing  and  cutting  facilities.  Be- 
cause this  class  of  cattle  comes  in  larger  numbers  during  this  season 
than  the  trade  demand  will  require,  a  very  large  quantity  of  this 
meat  is  sent  to  the  freezers  in  the  shape  of  carcass  and  cuts  of  meat 
to  be  supplied  to  the  trade  during  the  season  when  this  class  of  cattle 
is  scarce,  and  in  this  way  we  are  enabled  to  pay  a  fair  price  for  the 
cattle  when  on  the  market,  although  an  immediate  outlet  could  not  be 
found  for  them  at  the  time.  By  distributing  the  meat  during  the 
season  of  scarcity,  excessive  prices  to  the  consumer  are  prevented. 

The  first  thing  in  the  morning  is  for  the  head  of  the  beef  depart- 
ment to  distribute  his  orders  to  the  head  cattle  buyers  at  the  different 
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markets  for  as  many  cattle  as  he  figures  they  can  use,  giving  larger 
OP  smaller  orders  to  each  buyer  according  to  receipts  at  the  particular 
market,  the  kind  of  cattle  that  are  cqmmg  to  the  particular  market, 
killing  capacity  of  the  plant  at  each  market,  and  also  taking  into  con- 
sideration what  cattle  have  been  costing  in  the  various  markets  a> 
compared  with  what  they  have  been  selling  for  at  other  markets. 
Durmg  th^  day  these  orders  may  be  changed.  Receipts  may  be  larger 
or  smaller  than  at  first  reported,  and  one  market  may  be  considerably 
higher  or  lower  than  others,  causing  changes  in  the  original  orders. 
The  head  of  the  beef  department  also  gives  his  opinion  to  the  cattle 
bujer  as  to  whether  cattle  should  be  bought  higher  or  lower,  ba^^ng 
this  opinion  on  the  receipts  of  cattle,  which  fluctuate  continually, 
and  also  the  condition  pf  the  beef  trade.  But  above  all,  the  first  aim 
is  to  operate  our  plants  as  near  capacity  as  possible,  and  the  buyer, 
in  order  to  do  so,  must  buy  cattle  on  the  market  in  which  he  operates, 
at  the  market  price,  in  order  to  keep  hi^  killing  gang  going. 

As  there  is  no  agreement  whatever  as  to  percentage  of  "buy,"  we 
have  different  buyers  for  steers,  cows,  hogs,  and  sheep.  Each  must  be 
an  expert  in  his  particular  line,  for  the  buy  is  based  solely  on  liis 
judgment  as  to  quality,  fill,  and  dressing. 

xou  can  readily  understand  that  each  buyer  must  have  an  approxi- 
mate order  for  the  number  of  head  which  he  is  to  buy  daily,  and  it 
must  be  self-evident  that  it  would  be  an  absolute  impossibilitv  to 
give  instructions  in  any  possible  manner  to  buy  a  definite  and  fixed 
percentage  and  not  have  these  buyere  know  it.  Our  buyers  trade 
absolutely  according  to  market  conditions  and  our  needs  of  live 
stock. 

The  fresh  meat  is  sold  like  any  other  highly  perishable  product, 
strictly  on  the  market.  It  is  nonsense  to  say  that  any  agreement  fix- 
ing the  percentage  of  buy  would,  automatically,  or  otherwise,  regu- 
late the  sale  of  fresh  meat.  Often  our  beef  is  sold  at  an  actual  loss, 
and  sometimes  at  a  vei'y  heavy  loss.  The  fact  is  that  no  two  car- 
casses, even  in  the  same  lot  of  cattle,  are  alike.  And  you  can  not 
understand  the  full  scope  of  that  proposition  unless  you  step  into  a 
cooler  and  have  an  experienced  man  point  out  to  you  the  differences. 
But  this  one  proposition  would  prevent  absolutely  the  possibility  of 
an  agreement  in  the  sale  of  fresh  meat. 

This  meat  must  be  sold  while  it  is  fresh.  And  the  receipt  of  cattle 
at  the  live-stock  markets  will  often  influence  the  price  to  be  obtained, 
because  the  butchers  in  these  large  marketing  centers  are  poste*!  on 
cattle  receipts  at  the  various  yards  just  as  fully  as  the  packers.  The 
federal  Trade  Commission  would  have  you  believe  that  there  is 
something  wrong  in  obtaining  this  information.  But  it  is  public, 
furnished  by  the  Government,  and  everyone  connected  with  the 
industry,  including  the  butchers,  in  New  York  City,  Boston^  and 
Philadelphia,  set  these  receipts  daily  at  the  various  western  markets, 
and  they  regulate  and  determine  their  "  buy  "  accordingly.  All  of 
this  would  be  made  very  clear  to  you  if  you  would  make  a  personal 
inspection  of  the  sale  of  fresh  meat  in  the  branch  houses  in  New 
York  City. 

But  the  fact  that  the  fresh  meat  is  sold  strictlj[  on  its  merits  15 
simply  demonstrated  by  the  figures  which  I  have  given  you  showing 
the  great  variation  in  the  margins  obtained  for  beef  sold  on  the  same 
day,  on  the  same  street,  in  the  same  city.    If  there  was  an  agreement 
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regulating  this  matter,  the  prices  would  be  uniform  and  the  same,  or 
at  least  approximately  so.  They  are  radically  different,  as  you  can 
readily  ascertain  yourselves  first  hand. 

I  say  to  you  that  it  is  a  monstrous  proposition  that  a  representative 
of  the  Government,  after  investigating  this  subject  for  two  years, 
would  deliberately  say  to  this  honorable  committee  that  fresh  meat 
can  be  sold  like  shoes  or  machinery,  or  some  other  staple,  and  this 
lies  at  the  base  of  the  recommondation  of  the  Federal  Trade  Com- 
mision  to  take  over  the  branch  houses.  If  they  are  wrong  on  that, 
then  these  branch  houses  should  never  be  taken  over,  because  the  re- 
sult would  be  to  destroy  absolutely  the  sales  end  of  this  vast  industry, 
and  when  that  is  destroyed,  then  everything  will  be  destroyed,  in- 
cluding the  demand  and  market  for  live  stock. 

Live  stock  is  purchased  and  the  fresh  meat  is  sold  under  the  old 
law  of  supply  and  demand.  If  the  cattle  receipts  and  prices  will  be 
carefully  studied  by  this  honorable  committee  it  wUl  be  ascertained 
that  light  receipts  have  always  tended  toward  high  prices  and  that 
excessive  receipts  have  tended  toward  reaction  and  lower  prices.  It 
is  not  within  the  power  of  the  packer  to  regulate  live-stock  receipts 
so.  as  to  make  them  more  uniform,  which  would  naturally  have  a 
tendency  to  steady  the  market.  That  is  a  big  economic  question 
and  it  is  unfortunate  that  questions  of  this  sort  were  not  studied  in 
a  fair  and  economic  way,  so  that  the  American  people  as  a  whole 
would  have  gotten  the  benefit  therefrom.. 

Representatives  of  the  Bureau  of  Markets,  practical  men,  are  con- 
stantly in  the  stockyards  and  also  in  the  big  distributing  centers, 
studying  both  the  buying  and  selling,  making  daily  and  weekly  re- 
ports to  the  Government.  These  men  know  that  there  is  no  agi'ee- 
ment  fixing  the  percentage  of  buy  and  also  that  no  such  agreement  • 
could  regulate  the  sale  or  price  of  fresh  meats. 

Of  course,  this  honorable  committee  appreciates  that  the  larger 
part  of  the  hog  product  is  cured  and  packed  during  the  season  of  large 
receipts  and  distributed  throughout  the  year.  These  products  can  be 
shipped  to  points  where  there  is  no  refrigeration,  and  thei'e  sold  to 
iobbers  and  others,  and  so  we  do  not  have  to  depend  entirely  upon  our 
branch  houses  for  our  volume  in  pork  products.  As  a  matter  of  fact, 
our  distribution  is  greater  than  our  killing  capacity  in  some  lines  of 
hog  products  and  we  are  buyers  of  verylarge  Quantities  of  hams  and 
bacons  and  other  cuts  of  cured  meats.  With  reference  to  the  distribu; 
tion  and  sale  of  fresh  meats  the  branch  house  is  absolutely  es3ential  to 
this  great  industry.  Strike  that  down  and  you  will  instantly  strike  at 
the  price  of  live  stock  and  the  quantity  of  production.  Of  course,  the 
greater  part  of  our  hog  products  are  sold  through  our  branch  house 
markets,  and  if  it  were  not  for  the  branch  house  this  product  would 
have  to  be  handled  entirely  through  jobbers,  which  would  mean  an 
additional  cost  to  the  consumer. 

unh'ormity  of  live-stock  purchase. 

The  Federal  Trade  Commission  relies  solely  upon  an  alleged  xmi- 
formity  of  purchase  of  live  stock  to  establish  an  agreement  oetween 
the  five  bi^  packers  to  buy  a  fixed  and  definite  percentage  and  certain 
tables,  which  they  say  they  took  from  the  office  of  Swift  &  Co.,  are 
relied  upon  to  establish  such  uniformity. 
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In  the  first  place,  it  would  prove  nothing,  even  if  the  purchase  of 
these  five  big  packers  would  be  approximately  the  same.  This  busi- 
ness has  been  in  the  course  of  development  for  a  great  many  years, 
and,  naturally,  each  company  has  its  regular  organization,  its  plant 
capacity,  and  its  distributing  facilities  with  their  fixed  and  definite 
capacity.  So  it  would  be  quite  natural  if  the  purchases  would  run 
approximately  the  same,  just  as  the  purchases  for  the  big  State  Street 
stores  or  any  other  big  business  of  this  countrv.  It  is  the  law  of  gen- 
eral average.  But  in  the  second  place,  these  ngures  are  not  uniform. 
In  order  to  accurately  understand  the  tables  submitted  by  the  Federal 
Trade  Commission,  you  must  understand  the  volume  involved.  Tlie 
Federal  Trade  Commission  could  give  out  purchase  and  profits  in 
either  percentage  or  figures,  and  they  have  given  them  out  according 
to  the  punx>se  or  impression  sought  to  be  obtained.  Profits  have  l)een 
given  in  figures,  because  the  tremendous  volume  makes  these  figun'^ 
appear  large.  On  the  other  hand,  the  purchases  are  given  in  percent- 
age, because  the  tremendous  volume  also  makes  the  percentages  appear 
more  uniform. 

A  great  deal  is  said  in  the  report  of  the  commission  about  the 
*'  1910  arbitrary  "  to  be  found  on  page  35  of  part  2.  I  do  not  know 
who  prepared  this  "  1910  arbitranr,"  nor  when  or  why  it  was  pre- 
pared. But  I  do  know  that  so  far  as  Morris  &  Co.  is  concerne^l 
there  is  no  basis  for  the  figures,  for  if  the  business  done  by  the  Na* 
tional  Packing  Co.  in  1910  is  distributed  among  the  three  parties 
interested,  that  is.  Swift,  Armour,  and  Mori'is,  the  percentage  of 
Morris  would  be  17.94,  and  treating  1911  the  same  way  the  Morris- 
percentage  would  be  18.63.  If  we  turn  to  the  cattle  purchase,  ac- 
cording to  the  table  on  page  57  of  the  commission's  report,  we  find 
that  the  Morris  percentage  of  business  actually  done  varies  all  the 
way  from  17.14  per  cent  in  the  year  1917,  to  18.14  per  cent  in  the 
year  1915.  This  1  per  cent  represents  76,000  cattle,  approximately  V^ 
weeks'  kill  in  Chicago  or  3  weeks  at  all  of  our  plants.  So  the  uni- 
formity of  buy  theory  is  knocked  into  the  proverbial  "cocked  hat.** 

In  commenting  on  the  weekly  purchases  (on  page  51  of  its  report ) 
the  commission  says  that  they  average  more  neany  to  the  standard 
percentage  as  the  end  of  the  year  approaches,  and  when  the  end  of 
the  year  is  reached  the  percentage  is  almost  exact.  This  is  not  true, 
as  will  be  seen  by  referring  to  the  table  on  page  50  of  the  report, 
where  at  the  close  of  the  year  1916  the  Morris  percentage  is  shown  as 
17.86  per  cent,  while  in  1917  it  was  16.89  per  cent,  which  represented 
a  difference  in  the  Morris  kill  of  67,560  cattle. 

But  let  us  see  not  only  if  there  is  uniformity  of  purchase,  even  ac- 
cording to  the  tables,  figures,  and  testimony  set  out  in  the  report  of 
the  commission  itself,  but  also  the  importance  of  considering  volumt* 
in  connection  with  the  tables  and  the  figures  referred  to.  For  in- 
stance, the  alleged  agreed  percentages  at  Omaha  for  the  hog  pur- 
chase (on  page  2U  of  the  report)  is  given  as  follows:  Armoun  80  per 
<vnt;  Cudahy,  30  per  cent;  Swift,  25  per  cent;  and  Morris,  15  per 
cent.  Now  the  fact  is  that  in  1918  Morris  bought  18.77  per  cent  of 
the  hogs  at  Omaha,  which  is  99,861  more  hogs  than  Morris  would 
have  purchased  if  we  had  only  purchased  15  per  cent,  whidi  the 
commission  says  was  the  Morris  percentage  at  that  point 

Then  the  rejx>rt  contains  a  table  which  shows  that  in  1917  Morn> 
purchased  9.60  per  cent  of  the  hogs  at  Chicago,  and  in  1916  purchased 
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8.90  per  cent  of  the  hogs  at  the  same  place.  These  percentages,  stand- 
ing together,  seem  very  close  and  might  give  the  impression  that 
there  was  control  back  of  them.  But  this  difference  of  less  than  one 
point  represents  a  difference  of  46,515  hogs  purchased. 

On  page  49  of  the  report,  Swift's  cattle  purchase  at  Chicago  in 
1917  was  given  as  36.63  per  cent;  in  1918  Swift  bought  38.32  per 
cent,  yet  this  small  difference  in  percentage  represented  a  difference 
of  33,587  cattle  in  purchase.  On  the  same  page,  the  Cudahy  cattle 
purchase  at  Omaha  is  given  in  1917  as  25.34  per  cent;  in  1918  Cudahy 
bought  24.34  per  cent,  and  this  1  per  cent  difference  represents  11,633 
head  of  cattle. 

The  Swift  cattle  purchase  at  St.  Louis  in  1917  is  represented  in 
the  report  as  41.41  per  cent,  while  in  1918  Swift  bought  39.05  per 
cent,  yet  this  difference  in  percentage  represents  17,606  head  of  cattle. 

The  difference  in  the  Wilson  Chicago  hog  purchase  in  the  years 
1916  and  1918  was  1.29  per  cent,  but  this  represents  a  difference  of 
56.721  hogs  in  the  two  years. 

The  difference  in  percentage  between  the  Armour  hog  purchase  in 
Chicago  in  the  years  1916  and  1918  is  0.99  per  cent,  and  yet  this 
small  difference  of  percentage  represents  43,527  hogs. 

The  Swift  hog  purchase  at  Kansas  City  in  1917  was  19.91  per  cent: 
in  1918  it  was  21.67  per  cent,  and  yet  this  difference  of  1.76  per  cent 
represents  46,766  hogs. 

The  Wilson  hog  purchase  at  Kansas  City  in  1917  was  21.12  per 
cent ;  and  in  1918  it  was  19  per  cent,  and  yet  this  difference  repre- 
sents 56,332  hogs. 

The  Armour  cattle  purchase  at  St.  Joseph  in  1913  was  27.54  per 
cent,  and  in  1916  it  was  33.37  per  cent. 

On  page  66  of  the  report,  Mr.  Cudahy  is  made  to  say  that  his  per- 
centage of  ho^s  at  Kansas  City  was  17  per  cent,  and  the  commisssion 
would  conclusively  infer  therefrom  that  an  agreement  existed  fixing 
^iat  as  his  percentage.  Now,  according  to  his  actual  buy  in  that 
market  we  find  that  m  1916  it  was  15.20  per  cent,  a  difference  of  1.8 
per  cent,  which  represents  40,194  head  for  that  year. 

On  page  30  of  the  report  the  Federal  Trade  Commission  relies 
upon  the  statement  of  a  Kansas  City  buyer  of  Armour  &  Co.  to  the 
enect  that  Armour's  percentage  in  that  market  was  35  per  cent.  In 
the  year  1918  Armour  bought  at  Kansas  City  24.33  per  cent  of  the 
cattie,  a  difference  of  10.67  per  cent.  This  represents  171,669  head, 
thus  showing  the  utter  unreliability  of  this  entire  report,  and  yet  the 
conclusions  reached  by  the  Federal  Trade  Commission  is  built  around 
such  stuff  as  this. 

On  pages  49  and  50  of  the  report,  in  dealing  with  cattle  purchased 
at  the  various  markets,  the  Morris  purchase  for  1916  is  given  as 
17.86  per  cent  as  compared  with  16.89  per  cent  in  1917.  This  differ- 
ence of  less  than  1  per  cent  represented  67,560  head  of  cattle. 

On  page  53  of  the  report,  dealing  with  the  purchase  of  hogs  at 
East  St.  Louis,  the  Morris  percentage  of  buy  in  1916  is  shown  as 
15.02  per  cent,  while  in  1917  the  percentage  is  12.49.  But  this  small 
difference  in  per  cent  meant  a  dinerence  in  the  number  of  hogs  pur- 
chased at  that  place  of  51,646. 

On  page  55  of  the  report,  dealing  with  the  total  hog  purchase  at  all 
pK>ints,  the  Morris  percentage  is  snown  as  9.29  for  the  year  1917,  as 
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compared  with  9.64  in  the  year  1916,  the  difference  being  only  O.or> 
of  1  per  cent,  but  this  meant  a  difference  in  the  Morris  buy  for  the  year 
of  98,495  head  of  hogs. 

On  page  57,  showing  the  percentage  of -purchases  by  the  five  big 
packers  for  five  years  at  all  points,  the  Morris  per  cent  of  cattle  in 
1915  was  18.14,  as  compared  with  17.14  in  1917.  This  1  per  cent 
made  a  difference  in  the  total  purchase  of  Morris  of  76,295  head  of 
rattle. 

Now,  these  figures  are  merely  characteristic  of  all  the  numerous 
tal3les  and  figures  submitted  in  the  report  of  the  Federal  Trade  Com- 
mission, and  these  figures  demonstrate  that  no  reliable  conclusion  can 
be  reached  by  considering  merely  the  percentage  figures*,  and  with- 
out taking  into  consideration  the  actual  vohmie  involved. 

And  yet  the  Federal  Trade  Commission  would  have  you  believe 
that  an  agreement  for  a  fixed  and  definite  percentage  of  the  buy  is 
absolutely  established  through  these  tables  of  percentages,  and,  bein^ 
established,  such  agreement  regulates  the  sale  and  price  for  fresh 
meats.    This  is  nothing  short  of  sheer  nonsense. 

But  I  can  not  leave  this  question  of  figures  and  percentages  without 
calling  your  attention  to  the  purchase  of  hogs  at  Omaha,  becau-<» 
there  are  a  great  many  references  in  the  report  of  the  Federal  Trade 
Commission,  and  especially  on  page  20,  to  the  working  of  a  fixed  per- 
centage of  hog  buy  at  this  point.  And  the  percentage  which  wa< 
fixed,  according  to  the  Federal  Trade  Commission,  was  Armour  3n 
per  cent ;  Cudany,  30  per  cent ;  Swift,  25  per  cent ;  and  Morris,  15  per 
cent.  Now,  the  fact  is,  that  in  1914  Morris  purchased  at  Omaha  16.42 
per  cent  of  the  hogs,  or  309,441  head;  in  1915  Morris  purchased  17.13 
per  cent,  or  349,979  head ;  in  1916  Morris  purchased  17.37  per  cent,  or 
432,715  head;  in  1917  Morris  purchased  17.99  per  cent,  or  375,91fi 
head;  in  1918  Morris  purchased  18.77  per  cent,  or  497,115  head. 

The  difference  between  the  "  arbitrary  "  of  15  per  cent  and  thi» 
actual  purchase  in  1918  of  18.77  per  cent  represents  99,861  hogs;  over 
two  months'  killing  at  our  Omaha  plant. 

Tliis  theory  about  uniformity  of  purchase  should  have  no  nion» 
effect  than  it  had  on  the  jury  in  the  trial  of  1912.  There  is  no  merit 
in  it. 

THE  BANKERS. 

An  entire  chapter,  and  more  than  50  pages  of  printed  matter  are 
devoted  to  a  discussion  of  the  interest  of  certain  New  York  bankers 
in  one  of  the  corporations  constituting  the  five  big  packers,  and  dire 
possibilities  are  drawn  from  the  fact  that  bankers  are  interested  in 
the  packing  business.  We  do  not  need  to  go  to  the  future,  or  speculate 
on  what  may  happen,  in  order  to  get  useful  lessons  out  of  this  very 
significant  circumstance,  and  which  bears  directly  on  the  lack  of 
power  of  these  five  packers,  and  also  on  the  amount  of  profits  which 
they  are  making. 

The  fact  is,  that  it  takes  a  vast  amoimt  of  money  to  pay  cash  ever}* 
day  for  the  large  number  of  live  meat  animals  purchased  by  these  five 
big  packers  every  day  of  the  year  and  to  conduct  this  enormous  indus- 
try. Some  day  the  importance  of  this  may  dawn  upon  the  producer, 
who  gets  his  cash  every  day.  The  packers  are  necessarilj-  hea^'y  bor- 
rowers.   The  company  in  which  these  bankers,  or  their  clients,  have 
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become  inteilested,  was  one  of  the  five  big  packers  included  in  this  so- 
called  "  live-stock  pool,"  and  which  the  Federal  Trade  Commission 
reports  has  existed  so  long  that  their  "  consciences  became  dulled," 
<'oming  originally  out  of  the  old  Veeder  pools  in  the  eighties  and  then 
through  the  National  Packing  Cp.  in  1903,  and  the  Federal  Trade 
Commission  claims  to  have  traced. the  present  "  live-stock  pool  "  back 
to  190^.  According  to  the  Federal  Trade  Commission  it  was  so  strong 
that  it  could  "  at  will "  control  its  purchases,  its  sales  and  its  com- 
])ptitors  (page  3  of  the  summary).  And  the  Federal  Trade  Commis- 
sion tried  to  make  the  American  people  believe  that  the  packers  were 
ruthless  profiteers.  And  yet  the  admitted  fact  remains  that  one  of 
these  five  big  packers  was  forced  to  reorganize  and  re-finance  on  ac- 
count of  financial  difficulties.  How  could  that  be  possible,  with  this 
company  as  one  of  the  members  of  a  pool  that  for  more  than  fifteen 
yeai>5  controlled  "  at  will  "  its  purchases,  its  sales,  and  its  competitors? 
This  on(»  stubborn  fact  drives  home  the  conviction  that  there  is  a* 
screw  loose  somewhere  with  the  tlieory  of  the  Federal  Trade  Com- 
mission. As  a  general  proposition,  where  there  is  a  sharp  conflict  in 
human  testimony,  there  is  some  big,  controlling  fact  which  indicates 
where  the  truth  lies.  So  I  say  this  one  big  fact  points  to  the  truth, 
not  only  as  to  the  power — or  rather  lack  of  power — of  these  five 
packers  but  also  as  to  the  profits  which  they  make. 

Solely  on  account  of  these  financial  difficulties  of  this  company, 
which  IS  supposed  to  have  been  sailing  along  as  a  member  of  a 
greedy  and  gi'asping  monopoly  that  was  profiteering,  we  find  that  the 
bankers  reorganized  this  company,  but  only  to  save  their  money. 
This  can  not  be  denied,  and  I  would  like  to  have  an  explanation  as 
to  how  it  would  be  possible  for  one  of  these  five  big  packers  to  hit 
the  financial  rocks  if  one  hundredth  of  what  the  Federal  Trade  Com- 
mission says  is  true.  It  strikes  me  that  there  is  a  great  inconsistency 
in  the  situation. 

That  is  all  I  am  going  to  say  on  that  subject.  Let  the  Federal 
Trade  Commission  explain,  if  it  can.  Yet  the  commission  would 
have  the  country  believe  that  these  five  packers  are  going  to  send  i*^ 
to  the  bow-wows  simply  because  these  bankers  were  forced  to  reor- 
ganize one  of  these  corporations  in  order  to  save  their  money,  and 
which  was  advanced  so  that  the  company  could  pay  cash  every  day 
to  the  producer  for  his  live  stock. 

FI^UCTUATIONS. 

The  President,  in  his  letter  to  the  Federal  Trade  Commission  di- 
recting this  investigation,  had  something  to  say  about  fluctuations 
on  tfie  live  stock  market.  This  subject  is  pretty  well  covered  by  Mr. 
John  G.  Imboden,  a  successful  feeder,  in  the  Breeder's  Gazette,  of 
the  last  issue,  in  which  he  uses  the  following  language: 

How  to  repulato  tlie  nmrkof  so  as  to  nvoid  these  violent  fluctuations  is  stIU 
n  serious  prol)lein.  Are  the  skyrodvet  markets  that  we  occasionally  have  on 
cattle,  hops,  and  sheep  any  more  justifiable  than  the  vic»lent  declines?  When 
the  market  rapidly  advances  and  jroes  far  beyond  the  producers*  expectations, 
as  it  often  doe8,  he  does  not  complain  or  find  fault  with  his  commission  firm ; 
he  does  not  say  there  is  a  combine  on  the  part  of  the  buyers  and  packers ;  he 
does  not  say  there  is  no  competition.  He  says  that  the  supply  and  demand  are 
such  that  the  buyers  and  packers  can  not  help  themselves ;  that  they  must  pay 
the  price  If  they  meet  competition  and  jret  the  stock.     But  let  the  reverse  come. 
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and  what  do  we  hear  from  the  producer?  He  finds  fault  with  his  commission 
firm;  he  says  that  it  is  evident  that  there  is  ^p  competition  among  buyers ; 
that  there  is  a  combine  to  manipulate  prices,  and  that  the  supply  and  demand 
have  nothing  to  do  with  the  market.  I  claim  that  supply  and  demand  have 
been  and  will  be  the  controlling. influences  affecting  the  live-stock  markets. 

The  viewpoint  of  the  different  shippers  on  this  question  is  deter- 
mined very  largely  by  whether  they  catch  the  peak  or  the  low  point 
of  the  market — ^simply  the  old  rule  of  human  nature,  where  there  is 
no  complaint  if  successful,  but  very  loud  and  persistent  complaint 
if  they  happen  to  be  against  the  market. 

I  want  to  say  on  behalf  of  Morris  &  Co.  that  if  any  plan  can  be 
devised  that  will  do  away  with  fluctuations  we  will  be  only  too  glad 
to  cooperate  in  good  faith  and  to  the  fullest  extent.  '  In  fact,  any- 
thing that  will  improve  market  conditions  or  will  be  in  the  interest 
of  the  producer,  we  will  embrace.  Unfortunately^  however,  that  is 
not  the  purpose  or  the  effect  of  the  bill  before  this  honorable  com- 
mittee. 

TESTIMONY  OF  CHAIRMAN  COLVER. 

Of  course,  the  feasibility  of  the  scheme  contemplated  by  this  bill 
is  very  important;  that  is,  to  ascertain  whether  it  is  practical  and 
workable.  With  this  evidently  in  mind,  a  member  of  this  honorable 
committee  put  the  following  question  to  Mr.  Colver  when  he  was  on 
the  witness  stand: 

So  that  there  would  be  nothing  left  to  these  cori)oratlon8  or  associations 
now  engjiped  in  the  packing  business  except  the  privilege  to  slaughter  timr 
cattle  or  the  right  to  slaughter  their  cattle,  and  to  own  packing  establlahments 
in  which  thej'  did  their  business.  Everything  else  that  was  necessary  and 
portinont  to  the  conduct  of  that  business  would  be  under  Federal  control,  if 
the  President  or  his  agents  should  so  desire;  that  is  It,  Is  it  not? 

Mr.  Colver:  Yes.  I  think  that  the  packing  business  then  would  be  in 
exactly  the  same  situation  as,  let  us  say,  tlie  automobile  business,  or  the 
nianufiR'ture  of  cotton  textiles  or  wooilen  textiles.  That  is  to  say  the  mana> 
facturer  would  buy  his  raw  materials  and  work  it  up  and  turn  It  over  to  a 
common  carrier  to  be  sent  forth  on  its  journey  In  an  open,  free  channel  of 
intorstato  commerce,  with  its  destination  the  final  consumer;  he  would  be  In 
exa<*tly  the  same  condition  as  all  the  rest  of  the  manufacturers  in  this  country. 
and  he  is  a  manufacturer. 

He  was  then  asked  whether  he  could  conceive  of  any  other  larcrc 
business  being  restricted  in  this  manner,  that  is,  by  being  limited  only 
to  the  manufaclnre  and  having  all  other  facilities  taken  away,  an  1 
to  this  question  Mr.  Colver  answered  as  follows: 

I  conceive  that  millions  of  dollors  are  invested  In  the  manufacture  of  shoes 
under  similnr  conditions,  millions  of  dollars  are  invested  in  the  manufacture 
of  tUmx  under  similar  conditions;  millions  of  doUnrs  are  invested  In  the  manu- 
facture of  machinery  and  stet*l  under  similar  conditions. 

knows  the 

statement 

ing  about  i\\o 

sale  of  fresh  meats  during  the  two  years  that  his  commission  ha< 
been  investigating  that  important  subject  But  the  trouble  is,  tluit 
lie  was  not  looking  for  something  corrective  or  conconstructive,  but 
was  looking  only  for  something  criminal  against  the  packers.  He 
evidently  thinks  that  all  the  packer  has  to  do  is  to  load  the  mont  int'» 
a  car  and  ship  it  to  Xew  York  and  it  will  sell  itself.  He  fails  U> 
(Iraw  the  gi'eat  underlying  distinction  between  the  packing  busi- 
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ness  and  any  one  of  the  businesses  that  he  mentioned,  that  is,  that 
fresh  meat  is  a  highly  perishable  product  and  must  be  sold  in  a 
few  days,  whereas  .the  other  products,  are  staple  and  can  be  put  in 
stock  and  kept  for  six  months  or  one  year.  This  one  distinction 
makes  all  the  difference  in  the  world  and  that  is  evidently  some- 
thing that  Chairman  Colver  either  has  not,  or  would  not  grasp. 

When  a  perishable  product  must  be  sold  in  a  few  days,  then  the 
price  that  can  be  obtained  for  that  product  depends  primarily  upon 
the  law  of  supply  and  demand,  that  is,  the  amount  of  similar  meat 
on  the  market,  whether  a  glut  or  a  scarcity,  and  the  demand  at  that 
particular  time.  This  demand  is  influenced  by  a  dozen  different 
causes,  over  which  the  packers  have  absolutely  no  control.  That  de- 
mand may  switch  over  night  through  weather  conditions.  It  is 
lamentable  that  this  big  question  was  not  studied  from  a  construc- 
tive viewpoint.  But  if  this  honorable  committee  will  spend  one  or 
two  days  in  New  York  City  seeing  fresh  meat  sold  in  these  branch 
house  markets,  you  will  readily  understand  that  fresh  meat  is  not 
sold  like  shoes,  or  automobiles,  or  machinery^  or  cotton  or  woolen 
textiles. 

If  the  Federal  Trade  Commission  is  wrong  on  this  big  fundamental 
principle  underlying  the  marketing  of  fresh  meats,  then  no  favorable 
consideration  whatever  can  be  given  to  this  bill  prepared  at  the  di- 
rection of  Chairman  Colver,  because  it  is  the  bill  of  the  commission. 

How  can  the  producer  look  at  this  view  of  the  situation  ?  What  can 
he  think  will  become  of  the  market  for  his  live  stock  if  the  Govern- 
ment starts  out  on  a  policy  of  putting  fresh  meat  in  a  car  and  ship- 
ping it  to  the  eastern  markets  on  the  theory  that  it  will  sell  itself  .like 
shoes  and  woolens  ? 

And  yet  Chairman  Colver,  before  this  honorable  committee,  stated 
(hat  the  President  under  this  bill  would  no  doubt  consult  the  Federal 
Trade  Commission  in  its  operation  and  enforcement.  What  can  the 
producer  think  is  to  become  of  his  industry  if  the  fresh  meats  are  to 
be  sold  under  the  direction  of  men  so  obviously  ignorant  of  the  busi- 
ness? It  is  to  the  interest  of  the  producer  and  of  the  industry  as  a 
whole  that  this  business  should  be  run  by  practical  business  men  and 
not  by  impractical  theorists.  To  any  one  who  understands  the  piick- 
inff  business  this  one  statement  of  Chairman  Colver's  is  sufficient  to 
niulify  and  destroy  everything  that  he  has  said  with  reference  to  this 
bill,  because  he  starts  out  with  a  false  premise  on  the  marketing  end 
of  the  business. 

This  one  bit  of  evidence  is  in  itself  one  mighty  argument  against 
Government  ownership,  because  it  gives  an  inkling  of  the  kind  of 
inefficiency  that  will  be  in  the  saddle  if  this  bill  becomes  a  law. 

Chairman  Colver,  on  January  8,  before  this  honorable  committee, 
stated  positively  that  "  there  were  34  stockyards  in  this  country  com- 
pletely in  the  control  of  the  five  big  packers,"  and  then  place]  the 
Chicago  yards  as  one  of  the  34. 

Then  he  further  stated : 

The  commission  has  definitely  located  Armour's  interest  in  the  Cldcsijjo  Stock 
Yards  Co.  as  19.4  per  cent.  There  is  r.lso  evidence  that  Swift,  and  pr()])abl.v 
Morris,  were  parties  to  the  negotiations  hy  which  Armour  acquired  his  interests, 
hut  it  has  not  been  possible  to  prove  Swift  and  Morris  ownership,  because  of  the 
system  by  which  the  stockholders'  names  are  concealed  throujrh  the  issuance 
of  '*  bearer  warrants"  for  the  .stock.     (Se<»  p.  322.  Official  Report.) 
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Then  the  list  of  these  stockyards  is  inserted,  with  a  notation  prar 
tically  in  accordance  with  the  above  q[uotation,  and  the  Chicago  vard^. 
with  $8,000,000  capital  stock,  is  put  in  the  list  as  being  controlled  h} 
the  packers  in  order  to  make  up  the  52.7  per  cent  of  the  capital  stock. 

But  Mr.  Colver,  when  asked  whether  it  was  "  not  a  reasonable  a> 
sumption  then  that  they  (the  packers)  owned  the  warrants  for  stock 
in  the  Chicago  yards,"  had  the  nerve  to  answer,  "  Yes;  but  up  to  no» 
we  have  not  brought  assumptions  before  this  committee  and  we  hav*- 
not  brought  suspicions  here." 

Mr.  Sanders.  That  is  what  I  am  getting  at. 

Mr.  Colver.  And  we  have  not  even  brought  conc.-lufllons. 

(See  pp.  381-^82.) 

There  is  absolutely  nothing  in  this  entire  report  but  high-soundin;: 
adjectives,  assumptions,  and  suspicions,  most  of  which  are  positivel> 
false.  But  Mr.  Sanders  followed  this  matter  up  a  little  further  an.l 
asked : 

Have  you  put  the  other  p.u'kors  under  (uith,  sjiy,  Swift  &(^>..  Cudahy.  :iud  Wi. 
Hon?  If  you  suspicion  tti^m  owning  the  stock,  why  not  have  thein  8unitnoiu«<! 
Hworn,  and  asked  either  to  admit  or  deny  it? 

Mr.  Colver.  He<ause  tl\is  does  not  seem  to  be  h«i  ini|M»rtant  a  matter-  llie  <>\\i. 
ership  or  iwrcentage  of  r)wnersldp  or  wlietlier  (»r  not   there  in  ownership  P. 
those  Chicago  stock  yards  does  not  seem  to  be  an  essential  tiling  in  view  of  the 
fact  that  connnon  ownership  has  l>een  shown  l>efore  you  came  in  In  82  other 
casea 

This  answer  to  the  effect  that  this  was  not  "  important  "  or  '*  essen- 
tial "  is  simplj'  astounding,  unbelievable,  in  view  of  the  many  vet} 
sensational  and  startling  reports  given  out  b^^  the  commission  on  thi> 
very  subject,  to  create  prejudice  and  passion  against  the  packers. 
But  the  question  had  put  him  in  a  hole,  and  the  only  answer  he  could 
think  of  for  the  moment  was  that  it  was  not  "  important "  or  **  essen- 
tial." Yet  this  one  matter  served  as  headliners  in  the  public  piTs> 
for  some  time,  and  a  strong  effort  was  made  to  create  in  the  public 
mind  the  belief  that  there  was  something  criminal  about  Mr.  ArmourV 
holdings  in  the  Chicago  yards.  When  he  reads  this  answer  in  coM 
type,  1  should  think  that  Chairman  Colver  would  feel  somewhat 
embarrassed,  and  especially  as  "he  had  the  effrontery  to  say  a  fe^ 
moments  before  that  the  commission  was  not  bringing  before  the 
committee  either  "  assumptions  "  or  "  suspicions  ^  or  even  **  con- 
clusions." 

Then  Mr.  Sanders  further  asked : 

If  you  wantfMl  to  tliid  out  wlio  owneil  the  warrants,  why  did  you  not  mimimin 
the  men  as  to  whom  tlie  susjiicions  ]>ointe<l  and  (piestion  them,  under  oath,  a»  t<i 
wliether  they  owne<l  t!i*^m.    You  stateii  you  nuide  every  effort  to  find  the  «wn«'r 
ship  of  these  warrants  as  tlie  most  direct  metluHl  of  finding  the  ownership  o' 
the  stock. 

Mr.  (^oi.VKR.  Assuming  tliat  we  luid  wante<l  or  imd  felt  that  we  luid  the  tiic« 
and  that  it  was  essential  and  ne<-es.sary  to  run  down  furtluT  this  stcM'k  wwrni*  • 
ownership,  of  ctmrse.  we  might  have  foUoweii  your  suggestion. 

So  far  as  time  is  concerned,  it  would  have  taken  about  30  minute 
to  have  interrogated  the  president  of  Swift,  Morris,  Cudahy,  and 
Wilson  on  this  subject.  The  Federal  Trade  Commission  knew  the 
truth  and  knew  that  these  companies  did  not  have  any  interest  ii. 
the  Chicago  yards,  and  that  is  why  the  commission  did  not  call  thein. 
And  I  submit  in  all  candor  that  the  explanation  of  Chairman  (""olver 
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on  this  subject  shows  the  unfair  attitude  of  the  commission  toward 
the  packers  generally  and  the  utter  unreliability  of  its  report. 

In  the  statement  showing  the  holdings  of  the  five  big  packers  in 
these  various  yards,  on  page  324  of  the  oificial  report,  Armour  is 
represented  as  owning  $2,900  of  the  par  value  of  the  stock  in  the 
Kansas  City  yards,  when  the  fact  is,  and  the  commission  must  have 
known  it,  that  this  stock  is  owned  by  Mrs.  Jane  Livingston  Armour, 
a  widow,  in  New  York  City,  and  who  has  absolutely  no  interest  what- 
ever in  the  packing  business.  And  this  is  merely  a  sample  of  the 
unfair  tactics  and  oitter  partisanship  of  this  Federal  Trade  Com- 
mission in  handling  this  great  question  that  is  so  close  to  all  of  the 
Seople.  It  shows  the  utter  unreliability  of  the  whole  report.  Yet 
Ir.  Colver,  in  appearing  before  the  committee,  would  say  that  he 
has  no  prejudice  against  big  business,  and  that  he  does  not  want  to 
introduce  either  "assumptions"  or  "suspicions"  or  even  "conclu- 
sions." 

The  statement  made  by  Chairman  Colver  before  this  honorable 
committee  that  equipment  had  been  written  up  15  per  cent  between 
1902  and  1917  is  not  true,  so  far  as  Morris  &  Co.  is  concerned. 

THB  SMALL  PACKER. 

The  sensational  report  of  the  Federal  Trade  Commission  charges, 
unqualifiedly,  that "  the  competitors  of  these  five  concerns  are  at  their 
mercy."  As  the  Federal  Trade  Commission  desired  to  create  the 
impression  with  the  people  generally  that  these  five  packers  were 
reachinj^  out  for  world  monopoly  of  meat  food  products,  it  realized 
that  this  charge  could  not  be  sustained  unless  it  was  at  least  asserted 
that  so-called  independent  packers  had  either  been  driven  out  of 
business  or  were  at  the  mercy  of  the  five  big  packers.  Accordingly 
in  the  summary  to  the  President,  on  July  8,  1918,  the  CommisBion 
says: 

Some  Independent  packers  exist  by  KiifFerance  of  the  five,  and  a  few  hardy 
onea  have  survived  in  real  c?ompetltion.  Around  surh  few  of  these  as  remain 
the  lines  are  drawing  in. 

This  unfounded  and  false  charge  is  sent  broadcast  over  the  world, 
for  the  purpose  of  creating  a  deep  and  lasting  prejudice  against  the 

{ackers,  regardless  of  the  harm  done  to  business  and  labor  generally, 
t  is  part  of  the  program  of  the  people  handling  this  propaganda, 
and  tne  people's  money  to  the  extent  of  $250,000,  at  least,  was  used  for 
this  sort  of  thing. 

Now,  the  fact  is  that  when  this  investigation  was  started,  the 
Federal  Trade  Commission  called  on  all  of  the  small  packers,  so- 
called  independents,  and  tried  to  secure  evidence  of  unfair  compe- 
tition on  the  part  of  the  five  big  packers.  Then  some  of  these  smaller 
packers  were  requested  by  the  Federal  Trade  Commission  to  appear 
before  this  committee  and  testify  on  behalf  of  this  bill.  Some  of 
them  have  appeared.  You  know  what  they  said.  They  were  all 
strenuously  opposed  to  this  bill,  because  they  realize  that  if  enacted 
into  law  it  will  be  the  death  knell  of  the  industry  as  a  whole.  But 
what  did  they  say?  That  is  the  important  thing,  because  they  are 
supposed  to  l>e  the  real  victims  of  this  alleged  monopoly. 

Mr.  W.  R.  Sinclair,  of  Indianapolis,  connected  with  Kingan  &  Co., 
appeared  before  you,  and  told  you  that  Kingan's  turnover  last  year 
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unounted  to  $63,000,000.  This  does  not  look  very  much  as  if  ^  the 
lines  are  drawing  in."  He  said  that  his  company  killed  between  a 
million  and  a  milTion  two  hundred  and  fifty  thousand  hogs,  and  about 
one  hundred  and  fifty  thousand  cattle  last  year. 

But  the  important  thinff  is  that  he  told  you,  unqualifiedly,  that 
there  was  active  and  actual  competition,  both  in  the  purchase  of  the 
live  meat  animal  and  in  the  sale  of  fresh  meat,  and  that  while  the  fire 
bi^  packers  were  active  and  actual  competitors^  their  competition  was 
fair.  How  did  this  testimony  of  Mr.  Sinclair  and  the  other  small 
packers  sound  in  connection  with  the  very  bitter  charges  made  against 
the  bi^  packers? 

I  wul  not  take  the  time  to  repeat  even  the  substance  of  the  testi- 
mony of  these  smaller  packers,  but  as  the  testimony  of  Mr.  Sinclair 
is  characteristic  of  the  testimony  of  them  all,  I  will  take  the  liberty 
of  referring  briefly  to  the  more  important  parts  of  his  testimony, 
because  what  he  and  the  other  small  packers  say  should  have  great* 
if  not  absolutely  controlling,  influence  both  on  this  committee  and 
the  public  mind  on  the  great  question  as  to  whether  there  is  competi- 
tion in  the  purchase  of  tne  live  animal  and  in  the  sale  of  fresh  meats, 
and  also  as  to  the  policy  involved  in  this  proposed  bill. 

Let  us  first  consider  the  purchase  of  the  live  animal,  because  the 
direct  and  specific  charge  of  the  Federal  Trade  Commission  is  that 
the  five  big  packers  have  an  illegal  agreement  to  buy  on  a  fixed  and 
definite  percentage.  If  I  were  to  tell  you  that  the  live  animal  is 
bought  under  the  old  law  of  supply  and  demand,  and  that  the  in- 
terest of  the  five  big  packers  in  the  various  stockyards  does  not  affect 
the  prices  paid  for  the  live  animals  in  these  yards,  you  might  doubt 
it,  especially  in  view  of  the  very  bitter  and  vitriolic  charges  by  the 
Federal  Trade  Commission.  But  what  does  Mr.  Sinclair,  a  supposed 
victim  of  this  alleged  monopoly,  say  ? 

Mr.  Hamiiton.  In  your  ♦»xiH»ti<Mici».  whn  rt\«»j<  t!ie  pri«*t»s  t«  W  paid  fnnii  i".;i.. 
to  liny  ill  thfsi*  storkynnls? 

Mr.  Si.N<  r.AiR,  I  tl»liik  rhr  vjilfrr  i»f  ll\i»  s\tn'k  is  i*stnl»Uslu*«l  liy  ih«»  t)«*ii»ii  • 
thon*  Is  fur  tho  pnHlnrt  of  il»>  II v<'  stork, 

Mr.  HAMir;n».N.  You  nH*:in  tin*  Inw  of  "^upply  uu{\  (W'inniul  ::i»vt»rii>? 

Mr.  SiNTi  AIR.  As  fiir  ms  we  know.  nbM»?uteIy. 

Mr.  H\iili.'n>N.  Well,  If  you  w:»ut»»<l  sl.n-k  pretty  hndly.  yi»u  iiiultl  iM»t  e»i  if  •' 
I  he  fhv  l»lt'  piM'kors  did  not  want  you  t**  set  It,  could  yrtuV 

Mr.  SiNri.Ain.  It  de|>ends  on  who  Is  wIMine  to  pay  tin-  nio*-t  for  It.  I  »1  i  » 
the  fellow  that  will  pay  the  hlirliest  f»rl<»e  will  p»t  It. 

Mr.  n.\Mii.T<ix.  Tliei»retlndly.  yes:  that  Is  the  jrmMl  old-fnshlotie«l  nf»tion  n}^w 
ifuniM'tition. 

Mr.  Sim  I. MR.  I  think  you  uill  Ihid  thnt  in  pra<'tlee.  Iin».  We  do.  \\V  f^  * 
that  ah»^4»lutely.     (S«h»  pp.  K2a-X*21.) 

Again  Mr.  Sinclair  sai<l,  *'We  think  there  are  free  i*oiiii>etitiit 
ronclitions  in  iMitli  tlie  buying  and  selling  of  our  prfxluct.  (Stv 
p.  879.) 

Then  Mr.  Ksrh,  in  order  to  as  ertain  whether  tlie  intenM  «»f  ilie 
packer?*  in  the  ^to<*kyanls  liad  anything  to  <lo  with  fixing  the  prut- 
of  the  live  meat  aninniK  asked  the  following: 

Mr.  KscH.  You  found  In  the  varhnis  huyinir  nwrkets  wherp  yon  Imi.  f»il 
piny  for  nmipetltlve  ctinditlons? 

Mr.  SiNci^\iH.  Ves:  we  have. 

Mr.  Km  ii.  You  have  Imm'u  an  active  c<impetitor  of  the  hip  the.  tioiwlth'^ti* 
Inir  their  ajn*«H»nM»nt  as  to  t»ercentnin»*«  on  purchase  of  «it»»c?c? 

Mr.  Sixcf  \iH.  Y«*h:  we  have  lH»en  active  comiietltors  and  we  hnvr  found  M 
active  coi.i|>etlton«. 
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Mr.  E8ru.  And,  when  they  dominate  a  stockyard,  have  you  found  it  difficult, 
or  impossible,  to  get  your  sliare  of  the  stock  that  is  offered  for  sale  on  the 
jimrket? 

Mr.  Sinclair.  We  have  never  had  any  difficulty  in  buying?  wlmt  stock  we 
wantied  on  any  market,  provided  tlie  price  was  riglit  and  we  were  willing  to 
pay  It. 

Mr,  EscH.  Have  you  found  that  t\ie  percentage. of  increase  on  tlie  purchase 
4>f  Stock  in  the  primary  markets  has  lnt;erfered  with  your  purchases  of  stock? 

Mr.  SrNCLAiK.  No. 

Mr.  K>{iii.  Have  the  nietliojls  use;l  hy  the  bi.tf  packers  of  ''splittlnj;  ship- 
ments/* the  practicing  of  wiring;  on,  as  it  is  called,  or  any  of  those  practices. 
Interfered  with  your  getting  your  supply  on  any  of  these  primary  markets? 

Mr.  Sinclair.  No;  we  had  never  heard  of  them  until  we  saw  then  In  the 
Federal  Trade  Commission's  reports. 

But,  in  view  of  the  stiitement  that  the  five  big  packers  dominate 
jind  control  the  primary  markets  all  of  the  tinie,  it  is  interesting  to 
note  that  Mr.  Sinclair  testified  that,  "  a  great  part  of  the  year  the 
market  for  livestock  is  made  by  the  eastern  shipper  ratlier  tlian  by 
the  western  packer."     (See  p.  890.) 

Then,  when  we  turn  to  the  sale  of  the  finished  product,  we  find  that 
Mr.  Sinclair  testified  as  follows: 

As  regards  tlie  selling  of  our  finished  product,  it  is  all  soUi  under  active, 
and,  what  we  consider,  competitive  conditions."    ( See  p.  781. ) 

Mr.  Hamh-ton.  You  undersell  your  competitors?  , 

Mr.  SiNCLAiB.  That  depends,  I  think,  again,  on  the  law  of  supply  and  demand. 
If  we  are  liberally  supplied  with  fresh  meats,  and  have  got  to  move  them,  we 
\vin  naturally  make  a  lower  price  on  them  than  we  would  otherwise. 

But  this  committee  also  interrogated  Mr.  Sinclair  as  to  the  methods 
of  competition  of  the  five  big  packers : 

Mr.  WiNSLOw.  You  are  regarded  as  what  is  known  as  an  independent  cor- 
poration, your  packing  houses? 

Mr.  SiNCLAiB.  Yes,  sir. 

Mr.  WiNSLow.  As  such  do  you  feel  in  the  conduct  of  your  business  any 
pressure  of  what  you  would  call  an  undesirable  or  illegitimate  character  from 
any  combination  of  packers  or  any  packer  in  this  country? 

Mr.  SiNCLAni.  We  do  not. 

Mr.  WiNSLOW.  You  are  quite  willing  to  paddle  your  own  canoe,  and  you  are 
glad  to  do  it? 

Mr.  Sinclair.  We  are.  (See  p.  839.) 

As  to  the  refrigerator  car,  the  testimony  of  Mr.  Sinclair  was  not 
only  interesting  but  instructive.    He  said : 

It  is  a  question  of  maintaining  the  supply  from  day  to  day.  We  must 
have  cars  this  morning  to  ship  our  fresh  meat  that  we  have  prepared,  because 
it  will  not  keep.  Fresh  meats  are  not  frozen;  they  are  only  chilled,  and  if 
they  are  not  shipped  out  when  they  are  ready  to  be  shipped  out,  or  if  there 
is  any  delay  along  the  line,  the  meat  goes  stale.  The  business  is  being  done 
In  a  very  close  way  in  that  respect.  There  is  not  much*  time  to  lose.  (See  p. 
807.) 

He  further  said : 

These  cars  must  be  kept  spotlessly  clean  to  insure  the  product  arriving  sweet 
and  in  good  condition.  To  do  this  it  is  necessary  for  them  to  be  scalded  and 
scoured  for  each  trip.  It  is,  therefore,  not  feasible  to  load  them  with  other 
class  of  merchandise,  which  the  railroads,  if  they  owned  them,  would  be  re- 
quired to  do.    ♦  ,  ♦    ♦ 

The  managing  and  operation  of  them  is  so  closely  related  to  the  distribution 
of  the  perishable  products  that  their  operation  is  now  an  integral  part  of  the 
business.     (See  pp.  787-788.) 

He  also  stated  that  his  company  operated  its  refrigerator  cars  last 
year  at  a  loss  of  $46,000,  and  that  the  cars  had  a  very  high  deprecia- 
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tion  percentage,  because  of  the  dampness  rotting  the  wood  material 
and  rusting  the  metal.    He  said  that  the  ice  and  salt  deteriorated 
the  car  very  quickly ;  also  that  the  Government  would  have  to  have 
departments  both  to  look  after  and  repair  the  cars. 
On  the  question  of  profits  and  branch  houses,  Mr.  Sinclair  said : 

• 

The  margin  upon  which  the  business  is  conducted  is  so  narrow  that  tbe 
successful  operation  of  the  branch  house  depends  on  keeping  as  large  a  volume 
as  possible  passing  through  it  (p.  786).  *  *  •  We  do  not  know  of  mas 
other  industry  of  the  magnitude  of  the  packing  industry  which  is  operated 
on  so  narrow  a  margin.    (See  p.  790.) 

I  have  taken  the  liberty  of  quoting  thus  freely  from  the  testimony 
of  Mr.  Sinclair,  which  is  purely  characteristic  of  the  testimony  of  all 
the  smaller  packers,  because  you  should  be  willing  to  accept  the  tes- 
timony of  these  men  who  are  "  hanging  on  by  their  eyelashes,"  as  the 
Federal  Trade  Commission  would  have  you  believe.  How  could  you 
listen  to  the  testimony  of  these  disinterested  men,  alleged  victims  of 
this  world  monopoly,  and  not  feel  thoroughly  convinced  that  thi< 
investigation  by  the  Federal  Trade  Commission  was  made  for  a  pur- 
pose. If  this  report  is  false  on  this  very  material  point,  how  can  it  be 
relied  upon  in  any  particular  whatever?  I  say  that  the  testimony  of 
these  smaller  pacKers  destroys  the  report  and  the  recommendations  of 
the  Federal  Trade  Commission  absolutely  and  forever. 

No  Showing  Bequiring  Any  Legislation  Against  the  Packkbs. 

It  is  not  conceivable  that  this  bill,  in  its  present  vicious  and  dan- 
gerous form,  Vill  ever  be  favorably  reported  by  this  committeei  or 
enacted  into  law.  But  while  we  do  not  favor  Government  owner- 
ship, you  may  have  some  feeling  against  the  packers,  which  would  be 
only,  natural  in  view  of  the  sensational  charges  made  against  them 
by  a  branch  of  our  Government.  The  Federal  Trade  Commission 
has  had  so  much  in  a  damaging  way  to  say  against  the  packers  that 
there  may  be  a  disposition  in  certain  quarters  to  amend  this  bill,  or 
introduce  a  bill  along  other  lines,  feeling  that  there  should  bo  anti- 
packer  legislation  of  some  sort.  If  I  may  be  permitted  to  say  so, 
that  would  be  a  very  grave  injustice.  There  has  been  absolutely  no 
showing  whatever  that  would  justify  any  such  legislation  at  this 
time  against  the  packers. 

What  are  the  pertinent  facts  in  this  situation?  The  packers  are 
to-day  paying  the  highest  prices  for  live  stock  in  the  history  of  the 
world,  which  forever  negatives  the  idea  of  an  illegal  combination  in 
the  purchase  of  live  stock.  The  five  big  packers  have  more  competi- 
tion in  the  packing  business  to-day  than  ever  before  and  the  small 
packere  are  growing  rapidly,  which  proves  that  the  big  packers  are 
not  a  monopoly  and  are  not  crushing  out  competitors  by  unfair 
methods.  The  report  of  the  commission  shows  that  the  other  packers 
are  not  only  growing,  but  are  in  a  prosperous  condition.  The  profits 
of  the  five  big  packers  are  entirely  reasonable,  which  refutes  every 
charge  of  monopoly  and  illegal  combination  that  can  be  made  againsit 
them,  because  it  they  constituted  a  monopoly  that  fact  would  neces- 
sarily be  reflected  in  their  profits.  They  have  performed,  and  are 
still  performing,  a  great  senice  for  this  country  and  the  allies. 

There  has  been  no  fair  and  intelligent  investigation  of  either  tlie 
production  of  the  raw  material  or  the  sale  of  the  finished  products 
that  could  be  the  basis  for  big,  broad  constructive  legislation.    Con- 
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sequently,  there  should  be  no  disposition  to  pass  some  law,  simply 
to  have  it  said  that  the  packers  were  legislated  against.  I  say  the 
packers  stand  before  the  American  people  with  clean  hands.  They 
are  entitled  to  praise  instead  of  condemnation.  In  that  connection 
I  demand  fair  play,  no  more  and  no  less. 

But  there  is,  unfortunately,  more  involved  in  this  proposition 
than  merely  that  of  fair  play  to  the  packer.  The  welfare  and  the 
interest  of  the  whole  people  are  wrapped  up  in  this  issue.  The 
packing  industry  has  been  a  political  football  for  these  many  years. 
We  have  remained  silent  through  years  of  abuse  and  misreprenta- 
tion.  When  we  come  up  to  the  proposition  that  one  branch  of  our 
Government  advocates 'a  measure  that  would  strike  down  this  in- 
dustry, it  is  time  that  we  should  make  an  effort  to  have  the  people 
understand  the  truth  and  justice  of  this  situation. 

We  have  one  illustration  m  this  country  of  what  agitation  and  mis- 
representation will  do.  We  now  have  the  railroads  on  our  hands  with 
an  enormous  incumbrance  which  the  people  in  the  end  must  pay. 
It  is  probably  the  consensus  of  opinion  that  the  people  and  the 
Government  must  now  be  fair  to  the  raili'oads  and  that  it  is  in  tjie 
interest  of  the  people  generally  that  they  should  be  fairly  treated. 
But  it  would  have  been  infinitely  better  if  that  attitude  had  been 
reached  sooner.  An  so  it  may  be  with  this  packing  industry.  We 
now  have  a  pretty  heavy  load  to  carry.  Our  cost  or  labor  and  sup- 
plies is  practically  twice  what  it  was  before  the  war.  If  prejudice 
and  passion  are  to  have  full  sway,  and  this  industry  is  to  be  legis- 
lated against  along  the  lines  proposed,  then,  it  is  safe  to  predict  that 
before  the  people  of  this  country  get  the  railroad  question  thoroughly 
settled  they  will  have  the  packing  industry  to  straighten  out  also. 
What  business  can  survive  constant  and  continual  investigation, 
trials  and  condemnations  by  a  branch  of  the  Government? 

In  that  connection,  it  might  not  be  ami&s  to  pause  and  reflect 
on  the  great  power  to  do  wrong  and  injustice  which  the  Federal 
Trade  Commission  has  under  the  law,  if  there  should  be  any  dis- 
position on  its  part  to  use  that  power.  The  power  to  examine  all 
private  books  and  records  was  given  to  the  Commission  on  the 
theory  that  it  was  to  guide  and  assist  business,  not  to  crush  and 
destroy  it.  If  the  Federal  Trade  Commission  should  deliberately 
set  out  to  injure  a  certain  industry,  it  has  tremendous,  if  not  unlimited 
power  at  its  command.  The  report  of  any  branch  of  our  Govern- 
ment should  be  entitled  to  the  respect  and  confidence  of  all  the  people, 
which  only  tends  to  increase  the  power  of  any  branch  of  the  Govern- 
ment to  do  wrong.  I  want  to  say,  with  all  the  force  at  my  command, 
that  suflSicient  has  developed  as  to  the  methods  of  the  Federal  Trade 
Commission  in  connection  with  its  investigation  of  the  packers  to 
make  it  highly  inadvisable  to  base  any  legislation  upon  any  recom- 
mendation of  that  Commission. 

It  is  not  merely  a  matter  of  fairness  to  the  packers,  but  it  is  a 
matter  of  public  interest.  This  is  no  time  for  "  Bolshevism  "  in  this 
country,  and  I  insist  that  no  showing  whatever  has  been  made  that 
would  justify  any  punitive  legislation  against  the  packers. 

CERTAIN  POINTS. 

1.  Constitutionality. — ^I  do  not  raise  the  question  of  the  constitu- 
tkmality  of  this  bill,  because  its  tonns  are  so  imwi^^c,  so  radical,  and  so 
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destructive  that  I  can  not  conceive  that  the  bill  Tvilli  ever  be  ennrted 
into  law,  and  because  I  am  so  sure  of  our  ground  and  the  jtBtiee 
of  our  cause  tliat  we  prefer  to  come  before  Congress  and  go  ta»  the 
American  people  on  the  broad  merits  of  the  propositibn. 

2.  Mileage  of  big  and  87)iaU  packers^  refrmerator  cm^, — It  is  «mt- 
tended  on  the  part  of  the  Feaeral  Trade  donimissioiu  that  the  Bi|: 
packers'  cars  average  about  84  miles  per  day  while  the*  nnall  i>aok- 
ers'  cars  average  much  less.  It  has  been'  suggested  ftffpe  that  the 
efficiency  of  the  big  packers  in  keeping  after  their  cam  eonstaniljr 
will  account  for  this  to  same  extent,  but  there  is  another  and  biggor 
reason,  which  constitutes  a  very  good  explanati^  for  thi^  difference; 
whatever  the  difference  may  be,  and  that  is  that  a  vast  majority  of 
the  refrigerator  cars  of  the  big  packers  go  from  the  padbu^  plantp> 
in  the  West  to  the  seaboard  and  generally  in  trains,  and,,  ot  oonrsec 
these  move  very  quickly,  whereas,  probalily  tfie  majority  of  the  re- 
frigerator Tax's  of  the  small  packei's  are  used  in  car  route  service, 
and  these  cars  naturally  and  necessarily  go-  to  small  towns^  haver 
stops  and  move  much  more  slowly  and  set  out  on  side  tracks  where- 
they  cannot  be  handled  expeditiously.  This  is  necessarily  at  the  base 
of  this  whole  matter,  because  Cudahv,  who  has  no  plant  east  of  the- 
Mississippi  River,  has  the  highest  mileage  of  any  of  the  big  packers. 

Another  thing:  When  the  small  packers'  cars  do  go  to  the  East- 
em  markets  they  are  not  shipped  to  their  own  people,  who  receive,. 
unload,  and  return  them  promptly,  as  our  cars  are  returned^  hot  they 
go  to  wholesalers  and  jobbers,  who  are  not  interested  in  getting  the 
cars  back  to  the  packing  plants. 

3.  Amount  of  proff  in  feeding  cattle. — ^This  question  has  been 
asked  by  members  of  this  committee.  Of  course,  I  can  not  say 
whether  the  proper  economies  are  used  in  the  production  and  feeding* 
of  meat  animals,  or  not,  because  no  investigation  whatever  has  been 
made  of  that  subject.  I  have  always  thought  that  it  wouH  be  help- 
ful, not  only  to  the  industry  as  a  whole,  but  particularly  to  the  pn»- 
ducer,  to  ascertain  whether  some  changes  and  improvements  mifirlic 
not  be  made  in  that  direction.  But  I  do  want  to  state  this  fact,  tnat 
Morris  &  Co.  during  the  last  two  years  have  fed  about  10;000  cattip 
each  year,  and  our  profits  have  been  between  $40  and  $50  jSer  heatf. 
Accordingly,  it  stands  to  reason  that  if  the  proper  econamies  wete 
practiced  DV  the  producer,  his  profits  would  be  juiout  the  same,  and 
yet  the  profits  of  Morris  &  Co.,  as  packers,  including  all  by-products 
and  outside  lines  and  the  profits  from  the  feeder  cattle,  are  onlv  W 
cents  per  head.  Our  profits  of  nearly  $500,000  per  year  on  tikiwp 
cattle  went  into  and  constitute  a  part  of  the  profits  of  Morris  &  Co. 
in  constituting  the  percentage  of  profit  which  I  have  given  you. 

4.  Total  slaughter. — Certain  other  gentlemen  who  have  appeared 
before  you  have  been  asked  for  the  total  daughter  of  their  respective 
companies.  The  total  slaughter  of  Morris  &  Co.  for  our  bst  fiscal 
year  was:  Cattle,  1,372,222,  which  cost  us  $184,720,878.15;  calves, 
269,160,  which  cost  us  $5,291,252.82;  hogs,  2,485,412,  which  cost  us 
$101,355,651.06;  sheep,  944,140,  which  cost  us  $11,117,738,04.  In 
other  words,  during  the  last  fiscal  year  Morris  &  Co.  slaughten*<i 
5,060,934  head  of  cuttle,  calves,  hog^  and  sheep,  \\\w\\  t*ost  a  tot:il 
sum  of  $252,485,515.07. 

6.  Wool  groirrrs^  resolution. — ^In  this  connection  I  would  like  to 
read  into  the  record  as  a  part  of  my  statement  a  resolution  adopted 
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by  the  Wyoming  Wool  Growers'  Association  in  convention  at  Lan- 
der, Wyo.,  on  January  11, 1919,  as  follows : 

Therefore,  be  it  resolved.  That  we  request  our  representatives  in  Congress 
to  use  their  influence  in  securing  the  immediate  return  of  the  management  of 
the  railroads  to  the  owners. 

Fvrther,  be  it  resolved.  That  wo  re<iuest  our  representatives  in  Congress  to 
oppose  all  legislation  proposing  Government  control  or  ownership  of  marketing 
facilities  of  live  stock  and  ment  products. 

6.  War  profits. — Permit  me  to  call  your  attention  to  the  fact  that 
we  have  now  a  very  large  supply  of  meats  purchased  at  the  high 
point,  and  if  the  prices  go  down,  as  they  certainly  will  in  time,  these 
products  will  be  sold  at  a  loss.  Morris  &  Co.  has  an  average  in- 
ventory of  100,000,000  pounds.  If  the  market  should  go  down  only 
one  cent  a  pound,  this  would  represent  a  loss  of  $1,000,000.  Conse- 
quently, this  situation  imist  make  it  ver}^  plain  to  this  committee  that, 
in  fact,  the  profits  of  the  packers  during  the  war,  about  which  there 
has  been  so  much  said,  are  really  paper  profits,  and  the  chances  are 
more  than  equal  that  they  will  be  wiped  out  during  the  next  few 
years ;  that  is,  when  the  price  of  this  product  declines.  In  any  event, 
I  want  the  committee  to  appreciate  and  understand  the  precarious 
situation  of  the  packers  when  all  of  this  hurtful  propaganda  against 
the  packers  is  being  given  out  at  this  time  in  this  country. 

CoN(Xi:SK)N. 

In  conclusion  I  want  to  say  just  as  positively  as  the  English  lan- 
guage will  permit,  that  Morris  &  Co.  is  not  in  any  illegal  agree- 
ment to  control  the  price  to  be  paid  for  live  stock  by  having  a  nxed 
and  definite  percentage  of  the  buy,  or  in  any  other  manner  what- 
ever,- and  that  the  fresh  meats  are  sold  on  the  open  market,  and 
that  the  profits  of  Morris  &  Co.  are  as  I  have  given  them. 

I  trust  the  committee,  at  this  point,  will  indulge  a  little  personal 
reference.  My  grandfather,  Mr.  Nelson  Morris,  entered  business 
at  the  Chicago  yards  on  a  capital  of  50  cents.  When  he  died,  and 
for  many  years  before,  he  was  the  largest  cattle  feeder  in  the  world, 
feeding  at  one  time  60,000  head  of  cattle,  and  always  selling  them 
in  the  Chicago  market  to  the  highest  bidder.  He  had  the  utmost 
confidence  and  respect  of  all  live  stock  men.  In  this  regard,  I  would 
follow  in  his  footsteps.  He  was  never  appealed  to  in  vain  to  buy 
a  bunch  of  cattle,  not  wanted  by  the  other  buyers  in  the  yards,  anH 
he  often  paid  more  than  they  were  actually  worth  and  when  they 
could  not  well  be  handled  in  the  plant.  I  venture  the  assertion  that 
the  feeders  and  shippers  of  the  country  generally  will  confirm  this. 
And  I  want  the  stock  men  to  know  that  I  want  to  have,  and  de- 
serve, their  confidence  and  respect.  There  should  be  complete  co- 
operation and  good  feeling  between  us.  I  also  want  the  consumer 
to  ^et  a  square  deal.    That  is  all  I  want. 

A  great  deal  has  been  said  and  written  in  this  country  about 
equality  of  opportunity.  I  would  have  that  same  opportunity  which 
nay  grandfather  had  preserved  for  the  young  men  of  to-aay  and 
or  the  future.  That  is  of  infinitely  more  importance  to  this  country 
than  the  entire  packing  industry,  for  if  that  opportunity  is  pre- 
served, the  packing  inoustry,  or  any  other  industry  for  that  mat- 
ter, would  be  built  up  again,  even  if  stricken  down.    But  if  personal 
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initiative,  incentive,  and  ambition  are  stricken  down,  then  nothing 
will  be  rebuilt,  and  we  will  enter  upon  an  era  of  retrogression,  when 
this  country  should  go  forward  by  leaps  and  bounds  for  many, 
many  years  to  come. 

I  want  to  express  my  appreciation  for  the  very  great  honor  of 
the  privilege  or  appearing  before  this  honorable  committee,  and  I 
want  to  thank  you  for  the  very  great  kindness  and  courtesy  whirh 
you  have  accorded  me.  And  if  you  will  permit  me  to  say  so,  I  hope 
that  in  this  matter  you  will  reach  the  conclusion  that  in  the  end 
will  result  in  the  greatest  good  to  the  greatest  number. 

Gentlemen  of  the  committee,  having  implicit  faith  in  the  justice 
of  our  cause,  it  is  with  complete  confidence  that  I  leave  our  case 
in  your  hands.    All  that  we  want  is  a  square  deal. 

The  Chairman.  Mr.  Esch,  you  can  conduct  the  examination. 

Mr.  DiUiON.  Mr.  Chairman,  I  would  like  to  know  whether  the  com- 
mittee will  be  able  to  get  through  with  the  examination  this  after- 
noon? 

The  Chairman.  We  do  not  know  how  long  we  will  take. 

Mr.  Dillon.  I  would  like  to  conduct  my  examination  out  of  onl^r 
if  it  is  agreeable  to  the  other  inomhers  of  the  committee. 

The  Chairman.  After  Mr.  Esch  questions  the  witness  you  may 
examine  him,  if  there  is  no  objection. 

Mr.  Esch.  Mr.  Morris,  on  page  10  of  your  statement  you  give  the 
profits  of  Morris  &  Co,  for  the  fiscal  year  ending  November  2,  191  h, 
as  7.24  per  cent  on  the  total  capital  invested,  including  borrowed 
money,  and  9.39  per  cent  on  the  money  invested  by  Morris  &  Co.  in 
the  business,  and  then  you  go  on  and  «ay  that  although  you  did  a 
much  larger  business  in  1918  than  in  1917,  your  profits  wen» 
$1,000,000  less  than  in  1917. 

Mr.  Morris.  That  is  correct. 

Mr.  Esch.  In  1917  your  business  was  not  under  the  supervision  of 
the  Food  Administration? 

Mr.  Morris.  No,  sir;  it  was  not. 

Mr.  Esch.  But  it  was  in  1918? 

Mr.  Morris.  In  1918  it  was. 
.  Mr.  Esch.  What  is  your  fiscal  year? 

Mr.  Morris.  About  November  1.  Wc  have  to  close  on  Saturday. 
the  nearest  Saturdav  we  can  to  November  1. 

Mr.  Esch.  Then  your  statement  of  November  2. 1918,  is  your  fiscal 
year? 

Mr.  Morris.  Fiscal  year. 

Mr.  Esch.  Then,  practically  all  of  1918  you  were  operating  under 
the  license  system? 

Mr.  Morris.  Our  fiscal  year  happened  to  start  on  the  verA*  day  tli^ 
Food  Commission  took  control. 

Mr.  Esch.  So  that  this  fiscal. year  of  yours  corresponds  with  on»* 
year  of  Federal  control  ? 

Mr.  Morris.  Identically. 

Mr.  Esch.  What  was  your  arrangement  with  that  branch  of  tK»» 
Government  with  reference  to  the  amount  you  should  get  ? 

Mr.  Morris.  We  were  allowed  not  to  make  in  excess  of  9  per  <Ynt 
on  the  total  amount  of  money  inve>>ted  in  the  business,  incltidin?  N»r 
rowed  money. 
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Mr  EscH.  That  would  include  the  original  investment  and  surplus 
that  was  turned  into  capital  account,  and  also  your  bonded  indebted- 
ness and  your  outstanding  notes  ? 

Mr.  Morris.  Our  current  borrowing,  yes;  and  there  is  also  a  pro- 
vision for  not  over  2  per  cent  of  our  turnover,  or  2^  per  cent. 

Mr.  EscH.  I  am  not  referring  to  the  turnover.  That  would  be 
9  per  cent  on  how  much  money  ? 

Mr.  Morris.  You  see,  that  regulation  covered  just  one  class  of  our 
business.  That  was  the  distinctly  food  product.  I  would  be  very 
glad  to  get  you  the  figures,  but  I  could  not  oflFhand  analyze  the  state- 
ment and  tell  you  what  part  of  them  was  in  the  food  products. 

Mr.  EscH.  If  you  will  put  that  into  the  record  at  this  place  we  will 
be  obliged  to  you.  That  would  be  9  per  cent  on  borrowed  capital, 
you  say? 

Mr.  Morris.  Yes,  sir. 

Mr.  EscH.  About  how  much  of  your  money,  from  which  you  are 
allowed  the  5  per  cent,  would  be  used  in  that  portion  of  your  business 
upon  which  the  9  per  cent  was  allowed  ? 

Mr.  Morris.  The  biggest  end  of  our  business  came  under  the  9 
per  cent  ruling. 

Mr.  EscH.  About  what  percentage  of  it? 

Mr.  Morris.  That  would  be  somewhat  of  a  guess.  I  should  say 
about  two-thirds,  though. 

Mr.  EscH.  You  were  allowed  9  per  cent  upon  bonded  indebtedness  ? 

Mr.  Morris.  Yes,  sir. 

Mr.  EscH.  How  many  bonds  have  you  got  out? 

Mr.  Morris.  I  have  our  statement  here  that  I  would  like  to  refer  to. 

Mr.  EscH.  I  think  you  had  better  have  that  incorporated  in  the 
minutes.  I  think  the  other  packers  have  introduced  their  state- 
ments, and  we  would  like  to  get  it  from  your  company  also. 

Mr.  Morris.  I  will  have  it  inserted. 

Our  bonded  indebtedness  at  the  end  of  the  year  was  $10,700,000. 

Mr.  EscH.  What  was  your  short-time  paper? 

Mr.  Morris.  Nearly  thirty-two  million  dollars.  Of  course,  that  is 
not  our  average  during  the  year.  That  is  when  the  statement  was 
taken  at  the  end  of  the  year. 

Mr.  EscH.  Do  you  know  the  average? 

Mr.  Morris.  No  ;  it  will  be  somewhat  higher  than  that. 

Mr.  EscH.  More  than  thirty-two  million  ? 

Mr.  Morris.  Yes. 

Mr.  EscH.  And  your  bonded  indebtedness  was  how  much  ? 

Mr.  Morris.  Wo  retired  two  hundred  thousand  a  year,  so  there  is 
practically  no  difference. 

Mr.  EscH.  Your  bonded  indebtedness  would  be 

Mr.  Morris.  I  suppose  ten  million  eight  hundred  thousand. 

Mr.  EscH.  And  the  thirty-two  million  would  make  $43,000,000? 

Mr.  Morris.  Yes. 

Mr.  EscH.  And  you  say  two-thirds  of  your  investment  upon  which 
9  per  cent  is  allowed  is  engaged  in  the  meat  industry.  That  is  two 
thirds  of  one  hundred  and  forty-two  million  would  represent  the 
amount  upon  which  the  9  per  cent  is  allowed? 

Mr.  Morris.  Yes,  that  two-thirds  is  just  a  guess. 

Mr.  EscH.  I  understand.  You  are  allowed,  then,  9  per  cent  upon 
two-thirds  of  forty-two  million. 
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Mr.  Morris.  It  runs  somewhat  higher  on  account  of  our  bills  pay- 
able averaging  higher.  We  are  also  allowed  on  our  capital  sind  sur- 
plus. 

Mr.  Escii.  Exactly,  but  I  am  not  dealing  with  that  now.  What 
rate  did  you  have  to  pay  on  your  bonds? 

Mr.  Morris.  The  bonds  are  four  and  a  half  bonds.  They  were 
sold  many  years  ago  and  were  not  sold  anywhere  near  par.  Just 
where  they  were  sold  I  do  not  know.  At  the  present  time  they  are 
worth  in  the  eighties. 

Mr.  Escii.  But  the  charge  on  your  treasury  would  remain  the 
same,  at  4J  per  cent  ? 

Mr.  Morris.  Except  we  lost  our  discount  at  the  time  we  sold. 

Mr.  EscH.  But  they  still  would  be  4^  per  cent  ? 

Mr.  Morris.  I  think  we  would  have  to  consider  that  loss  of  iU>- 
count.  If  we  are  keeping  bonds  out  at  44  per  cent  you  would  have 
to  consider  the  discount  divided  over  a  period  of  years. 

Mr.  Escii.  The  4^  per  cent  is  charged  against  the  face  vahie.  is  it 
not? 

Mr.  Morris.  Yes:  against  bonds  at  100,  and  on  each  $100  we  pay 
four  and  a  half  interest  a  year. 

Mr.  EscH.  And  you  were  allowed  by  the  Food  Administration  1> 
percent? 

Mr.  Morris.  Yes,  sir.     . 

Mr.  Escn.  So  that  would  be  instead  of  4^  per  cent  on  the  average! 

Mr.  Morris.  On  what  we  were  paying  that  year,  not  including  the 
loss  of  our  discount,  whatever  that  amounted  to.  The  bonds  prob* 
ably  cost  5  per  cent. 

Mr.  EscH.  You  were  given  4  per  cent? 

Mr.  Morris.  Approximately. 

Mr.  Escii.  About  your  shoil-time  paper.  You  say  you  had  thir- 
ty-two million.    What  is  the  average  you  were  paying  for  that? 

Mr.  Morris.  Last  year  money  was  very  high.  I  suppose  it  aver- 
aged 6  or  maybe  6^  per  cent. 

Mr.  Escii.  So  the  difference  l)etween  what  you  paid  and  the  !► 
per  cent  would  be  to  your  advantage? 

Mr.  MoRKis.  Yes.  They  also  made  the  provision  that  we  wen» 
allowed  to  figure  in  that  difference  b(»tween  what  we  paid  on  short - 
time  money  and  5  per  cent. 

Mr.  Escii.  But  even  so  you  would  get  more  than  the  cost  of  the 
bonds  by  being  allowed  9  ))er  cent? 

Mr.  IdoRRis.    Yes,  sir. 

Mr.  Escii.  And  under  that  arrangement  you  made  $1,000,000  less 
than  you  did  the  preceding  year? 

Mr.  Morris.  In  our  total  business,  which  includes  the  thn»e  clas.ses. 

Mr.  Escii.  And  is  it  right  to  say  that  two-thirds  of  a  million 
would  represent  your  shortage  in  profits? 

Mr.  Morris.  Xo;  I, think  it  would  be  a  great  deal  more  than  that, 
Mr.  Esch.  We  unfortunately  had  a  piK)r  year  in  tlnit  partii-ultir 
branch  of  the  business. 

Mr.  Esrii.  I^eaving  that  subject  matter,  your  statement  is  to  the 
effect  that  your  grandfather  was  a  cattle  feeder  originally? 

Mr.  Morris.  Yes,  sir. 

Mr.  Escii.  Did  he  enter  the  packing  industry  early  ? 

Mr.  Morris,  lie  entered  it  when  he  was  a  l)oy.  i>ractically. 
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Mr.  EscH.  So  that  he  was  both  a  packer  and  a  feeder? 

Mr.  Morris.  Yes,  sir. 

Mr.  EscH.  And  that  has  continued  all  the  way  through? 

Mr.  Morris.  Up  to  this  year  we  have  fed  around  10,000  cattle  a 
year.    At  one  time  grandpa  fed  as  many  as  60,000  cattle. 

Mr.  EscH.  But  jr^ou  still  are  in  the  feeding  business? 

Mr.  Morris.  This  year  we  have  only  5,000  on  feed,  but  up  to  this 
year  we  had  about  10,000. 

Mr.  EscH.  Are  you  the  only  large  packer  that  is  also  a  feeder? 

Mr.  Morris.  I  am  not  in  a  position  to  answer  that.  I  understand 
some  of  the  western  packers  feed  cattle. 

Mr.  EscH.  I  mean  the  large  five. 

Mr.  Morris.  Some  of  the  large  packers  have  houses  out  West. 
Whether  they  feed  cattle  out  there  or  not  I  do  not  Imow. 

Mr.  EscH.  Where  do  you  feed  your  stock? 

Mr.  Morris.  At  Peoria,  111. 

]Mr.  EscH.  Mostly  hogs? 

Mr.  Morris.  No;  all  cattle. 

Mr.  EscH.  Do  you  make  a  profit  on  the  feeding  business  ? 

Mi\  Morris.  The  last  few  years  it  has  been  the  profitable  end  of 
our  business,  in  proportion  to  the  volume. 

Mr.  EscH.  It  has  been  a  profitable  part  of  it  ? 

Mr.  Morris.  Yes.  You  see,  last  year  we  slaughtered  ahout 
5,000,000  head  of  cattle,  hogs,  calves,  and  sheep,  and  we  made  about 
$4,200,000,  which  made  about  89  cents  a  head,  and  that  included 
everything.  That  included  even  this  money  we  made  on  feeding  cat- 
tle, which  was  very  close  to  half  a  million  dollars  on  ten  thousand. 
so  on  these  cattle  we  made  $40  to  $50  a  head,  and  on  the  other  stock 
which  we  slaughtered,  including  by-products  and  side  lines,  etc.,  we 
only  made  89  cents  a  head. 

Mr.  EscH.  But  still  you  found  it  a  profitable  line  of  industry  ? 

Mr.  Morris.  Which  ^ 

Mr.  EscH.  The  feeding  business?  • 

Mr.  Morris.  Yes;  if  it  makes  $40  or  $50  a  head  I  do  not  know  of 
anything  I  would  rather  be  in. 

itfr.  Escn.  Does  the  fact  that  you  are  a  feeder  as  well  as  a  packer 
bring  you  in  sharp  competition  with  the  outside  producers? 

Mr.  Morris.  No  ;  Ave  only  feed  about  10,000  head  of  cattle,  and  we 
would  kill  that  many  in  Chicago  alone  in  a  week,  so  it  would  only 
in  comparison  be  a  drop  in  the  bucket. 

Mr.  EscH.  You  slaughtered  over  a  million  head  of  cattle  last  year? 

Mr.  Morris.  Yes ;  I  think  1,300.000,  but  the  records  will  give  it. 

Mr.  EscH.  I  think  that  is  all. 

The  Chairman.  Mr.  Dillon,  I  suppose  we  had  better  let  you  pro- 
ceed out  of  order. 

Mr.  Dillon.  I  only  have. two  or  three  questions,  if  the  committee 
will  permit  me. 

The  Chairman.  Go  ahead. 

Mr.  Dillon.  Mr.  Morris,  I  understand  your  position  is  that  there 
is  no  combination,  either  by  a  gentleman's  agreement  or  by  contract, 
in  any  way  fixing  the  price  that  you  pay  for  live  stock  upon  the 
market? 

Mr.  Morris.  Absolutely,  Mr.  Dillon. 
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Mr.  Dillon.  As  proof  of  that,  you  claim  that  these  markets  seek  a 
level  by  competition.    Am  I  rignt  about  that? 

Mr.  Morris.  Either  up  or  down,  according  to  supply  and  demand. 

Mr.  Dillon.  I  want  to  call  your  attention  now  to  a  condition  that 
exists  in  my  own  communities  in  the  country,  where  insurance  rates 
are  the  same.  Would  you  say  that  competition  had  made  them  the 
same? 

Mr.  Morris.  Unfortunately  I  am  not  very  well  posted  on  insurance. 

Mr.  Dillon.  That  does  not  require  any  special  knowledge.  You 
are  claiming  that  competition  makes  a  straight  line  or  a  leveling 
process  in  the  buying  of  stock  by  competition. 

Mr.  Morris.  I  do  not  follow  you  there,  Mr.  Dillon. 

(The  stenographer  repeated  the  question.) 

Mr.  Morris.  You  mean  in  the  price  of  stock,  or  the  amount  of 
stock  ? 

Mr.  Dillon.  I  mean  in  buying  stock  upon  the  market,  the  price 
of  it. 

Mr.  Morris.  If  we  bought  our  cattle  any  cheaper  than  anyone  else 
it  would  not  take — I  mean  people  in  general — it  would  not  take  very 
long  to  have  all  the  cattle  busines,  andif  we  bought  very  much  higher 
than  anyone  else  it  would  not  take  very  long  to  put  us  out  of  business. 
We  have  a  pretty  narrow  margin  to  operate  on. 

Mr.  Dillon.  If  I  understand  the  position  of  the  packers,  it  is  that 
it  proves  competition  by  showing  competition  has  made  a  straight 
line  fixing  the  market  price  of  cattle  that  is  bought  upon  the  market. 
•  Mr.  Morris.  Mr.  Dillon,  on  each  bunch  of  cattle  the  different  buy- 
ers' judgment  is  different,  and  that  is  what  makes  the  market 

Mr.  Dillon.  You  saw  the  statement  of  the  Federal  Trade  Commis- 
sion, in  which  they  present  a  chart  or  a  map  showing  that  the  pur- 
chases of  Morris  &  Co.,  and  the  other  packers  run  on  the  basis  of  a 
percentage  throughout  the  year? 

Mr.  Morris.  Yes. 

Mr.  Dillon.'  You  saw  that? 

Mr.  Morris.  Yes,  sir. 

Mr.  Dillon.  That  would  tend  to  show  there  was  a  combination  or 
there  was  a  uniformity  in  those  figures,  would  it  not? 

Mr.  Morris.  In  my  report  here,  which  I  have  not  had  an  oppor- 
tunity to  read,  I  have  given  a  great  many  places  where  the  buy  i<^ 
not  the  way  the  Federal  Trade  Commission  says  at  all.  As  far  as 
Morris  &  Co.  are  concerned,  I  would  like  to  state  our  position  in 
regard  to  that.  We  are  going  to  do  all  this  business  we  can  do  profit- 
ably, and  if  we  can  help  it  we  are  not  going  to  let  any  business  get 
away  from  us.  If  some  year  a  packer  did  a  bigger  proportion  of 
business  I  would  feel  that  Morris  &  Co.  was  slipping.  If  wo  had 
a  bigger  per  cent  of  business,  I  would  feel  that  we  were  doing  well. 

Mr.  Dillon.  I  wish  you  would  answer  this  question,  if  you  cnn, 
by  yes  or  no.  Why  is  it  that  there  is  a  uniformitv  of  percentap*  mn- 
ing  through  1;he  whole  year,  as  shown  by  the  Federal  Trade  Com- 
mission, in  the  purchase  of  live  stock? 

Mr.  Morris.  I  can  only  answer  that  in  regard  to  Morris  &  Co, 
We  try  to  keep  buying  more  stuff  all  the  time  that  we  can  buy  profit- 
ably, and  if  we  are  on  the  market  next  year  we  try  to  buy  the  bigg«»r 
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part  of  the  buy  than  we  did  the  previous  year.  Of  course,  if  we  do 
ru>t,  it  is  because  competition  is  so  strong  that  we  can  not. 

Mr.  DiLi/)N.  But  why  does  that  carry  through  the  whole  year  that 
same  percentage? 

Mr.  Morris.  Of  course,  my  report  shows  a  great  many  cases  where 
it  does  not.  Wliere  it  does,  it  is  simply  because  we  are  unable  to 
profitably  buy  more  than  that  or  we  would.  I  am  anxious  to  see 
Morris  &  Co.  the  biggest  one  of  these  packing  houses. 

Mr.  Dillon.  You  are  insisting  all  through  these  markets  year  by 
year  that  you  have  jrour  portion  of  the  live  stock? 

Mr.  Morris.  No,  sir;  I  am  not. 

Mr.  Dillon.  That  is,  your  share? 

Mr.  Morris.  No,  sir;  I  am  not.  I  am  insisting  that  if  I  can  profit- 
ably do  it  I  will  buy  as  big  a  part  of  the  live  stock  this  year,  or  a 
little  bit  bigger  if  I  can,  than  I  did  last  year. 

Mr.  Dillon.  You  do  that  in  order  that  you  may  have  your  share 
of  business  and  not  be  crowded  out,  do  you  not? 

Mr.  Morris.  I  am  doing  that  so  I  can  hold  my  place  in  the  trade 
or  do  a  bigger  part  of  the  trade. 

Mr.  Dillon.  Suppose  you  can  not  get  that,  what  are  you  going  to 
do — are  you  going  to  fight? 

Mr.  Morris.  I  can  buy  any  amount  of  cattle  if  I  pay  enough  for 
them,  and  if  I  pay  enough  for  them  it  will  not  take  very  long  to  go 
out  of  business. 

Mr,  Dillon.  So  jou  insist  that  you  have  your  share;  and  if  you 
do  not,  you  bid  a  little  more? 

Mr.  Morris.  I  insist  that  I  try  to  buy  all  the  cattle  I  profitably 
can  at  any  point,  and  I  would  feel  pretty  badly  if  our  business  was 
on  the  decrease  rather  than  the  increase  at  any  point.  I  would 
think  there  was  something  the  matter  with  our  buyers  or  with  the 
house,  or  something  else,  because  if  other  people  could  buy  them 
and  make  out  on  them  I  would  want  to  know  why  we  were  not  as 
efficient  as  they  were. 

Mr.  Dillon.  I  will  put  my  question  in  another  form.  Do  you 
think  these  figures  shown  upon  these  charts  and  maps  have  a  tend- 
ency to  show  competition,  or  do  they  have  a  tendency  to  show  that 
there  is  a  gentleman's  agreement  of  some  kind? 

Mr.  Morris.  You  are  asking  for  my  personal  opinion? 

Mr.  Dillon.  Yes. 

Mr.  Morris.  I  do  not  think  it  shows  very  much  of  anything. 

Mr.  Dillon.  How  do  you  explain  that  strange  coincidence  of  a 
certain  percentage  nuining  all  through  the  year? 

Mr.  Morris.  Because  those  percentages  vary,  more  or  less,  as  I  sav 
in  my  report,  and  the  fact  that  our  firm's  policy  is  to  buy  just  as  much 
as  we  did  the  year  before,  and  more,  too,  if  we  possibly  can. 

Mr.  Dillon.  Let  me  take  the  other  side  of  the  proposition.  Sup- 
pose that  there  is  not  any  market  for  the  stock  that  reaches  a  cer- 
tain market.  You  do  not  want  it.  Wliat  do  you  do  with  reference 
to  it?    Do  you  sustain  the  market  or  run  off  and  leave  that  market? 

Mr.  Morris.  That  depends  on  conditions.  In  general  I  would  say 
that  we  probably  would  sustain  the  market. 

Mr.  Dillon.  Why  do  you  sustain  the  market? 

Mr.  Morris.  We  liave  got  packing  houses  that  have  about  so  much 
overhead  expense.     It  is  our  object  to  operate  our  packing  houses 
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as  near  as  possible  to  capacity.  Volume  is  most  everything  in  the 
packing  business.  If  we  could  operate  our  packing  houses  all  the 
year  round  to  the  limit  of  their  capacity  we  could  do  business  cheaper 
than  we  do  now.  Very  often  we  buy  cattle  when  there  is  a  loss  on  the 
face  of  things,  and  conditions  are  such  that  we  can  not  buy  them 
cheaper,  but  there  is  less  loss  in  buying  and  losing  on  that  than  in 
shutting  up  the  packing  house.  We  can  not  shut  up  the  packinji 
house. 

Mr.  Dillon.  Do  vou  feel  impelled  at  all  times  to  sustain  that  mar- 
ket so  that  the  market  may  not  have  to  shut  down  ? 

Mr.  Morris.  The  packing  house  would  be  put  out  of  business  if  the 
market  would  shut  down. 

Mr.  Dillon.  So  your  policy  is  to  sustain  that  market? 

Mr.  Morris.  Yes,  sir. 

Mr.  Dillon.  Even  if  you  buy  at  a  loss? 

Mr.  Morris.  We  have  to  very  often,  Judge  Dillon. 

Mr.  Dillon.  Here  is  a  market — sav  we  take  our  own  market 
where  my  people  market,  at  Sioux  Cfity.  Now,  you  are  impelled 
to  sustain  that  market? 

Mr.  Morris.  We  are  not  at  Sioux  City. 

Mr.  Dillon.  Then  we  will  move  down  to  Omaha. 

Mr.  Morris.  We  have  a  plant  at  Omaha. 

Mr.  Dillon.  You  must  help  sustain  that  market,  although  vou 
are  doing  so  at  a  loss.  Here  is  a  market  at  Omaha,  and  you  feel 
impelled  to  sustain  that  market,  and  you  are  overstocked;  you  do 
not  want  any  stock,  because  you  know  ii  you  get  it  it  will  be  at  a  lo*«. 
Why  do  you  sustain  that  market  when  you  know  it  is  a  losis  to 
you  to  buy  at  that  time? 

Mr.  Morris.  We  are  kind  of  between  the  devil  and  the  deep  sea. 
If  we  do  not  buy  stock  we  shut  down  the  packing  house  and  have 
a  loss,  and  as  a  general  proposition  it  is  cheaper  to  ouy  at  a  loes  and 
keep  the  packing  house  going.  I  notice  in  the  Federal  Trade  Com- 
mission's report  that  they  mention  very  specifically  that  our  per- 
centage in  Omaha  of  hogs  is  15  per  cent  of  the  total  bought  bv 
the  five  packers.  As  a  matter  of  fact,  we  bought  over  18  per  cent 
of  the  hogs  last  year. 

Mr.  Dillon.  That  does  not  reach  the  point  that  is  troubling  me*  Will 
you  tell  me  how  this  percentage  runs  tnrough  these  same  figures  dur> 
ing  the  period  when  the  market  has  fluctuated,  and  why  you  buy  on 
the  same  percentage  during  that  time? 

Mr.  Morris.  When  there  is  a  profit  in  the  business,  we  tun  to  the 
capacity  of  our  house ;  we  try  to  run  to  the  capacity  of  our  house. 

Mr.  Dillon.  I  am  assuming  that  your  house  is  full  and  th^t  you 
do  not  want  a  head.  Why  are  you  forced  to  keep  on  that  market 
when  you  do  not  want  to  get  any  more  cattle? 

Mr.  Morris.  If  we  did  not  we  would  have  to  shut  down  our  house. 
If  we  shut  down  our  house  we  have  practically  the  same  overhead. 
We  would  save  some  labor,  because  that  is  paid  by  the  day,  but  we 
would  have  to  build  up  our  gangs  again.  We  would  lose  efficiency. 
We  have  pretty  near  the  same  organization  in  the  packing  house 
whether  we  operate  or  do  not  operate,  and  we  have  to  continue  to 
operate. 
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Mr.  DnjjON.  Assuming  the  statement  to  be  correct  that  I  find  that 
you  are  sustaining  that  market,  do  you  buy  as  little  as  you  can  or  do 
you  buy  your  percentage  ? 

Mr.  Morris.  No,  sir;  if  the  business  is  too  unprofitable  we  buy 
as  little  as  we  can  to  keep  operating. 

Mr.  DnjjON.  Suppose  the  other  packers  do  the  same  thing? 

Mr.  Morris.  Then  you  have  a  lower  market  for  live  stock. 

Mr.  DiMiON.  Would  you  not  have  to  shut  down  if  they  did  the 
same  thing? 

Mr.  Morris.  I  know  our  firm  can  use  the  capacity  of  our  house  if 
they  are  bought  on  a  basis  where  we  think  there  is  a  profit  in  them. 

Mr.  DiUiON.  I  am  assuming  that  your  house  is  full. 

Mr.  Morris.  You  see,  Judge  Dillon,  all  our  beef  moves  out  within 
three  or  four  days  of  the  time  we  put  it  in.  We  can  always  ship  it 
East  and  we  can  always  sell  beef.  It  is  a  question  as  to  what  price 
we  can  sell  it  for,  but  there  is  always  a  market  for  beef  at  some  price. 
It  may  not  be  the  price  the  producers  want  to  get,  but  if  we  make  it 
low  enough  we  can  sell  the  beef. 

Mr.  Dillon.  So  that  according  to  that  there  would  be  a  violent 
fluctuation  at  certain  times  of  the  year.  We  do  not  find  that  in  the 
maps  and  charts  presented  here  by  the  Conmierce  Commission. 

Mr.  Morris.  I  believe  I  have  covered  that  very  fully  in  my  report. 

Mr.  Dillon.  Of  course  that  would  answer  the  question  if  there  was 
no  violent  fluctuation. 

Mr.  Morris.  Are  you  talking  about  fluctuation  in  volume  or  price  ? 

Mr.  Dillon.  I  am  talking  aoout  both. 

Mr.  Morris.  I  am  sorry  to  say  sometimes  there  is  a  violent  fluctua- 
tion of  prices. 

Mr.  Dillon.  How  is  it  you  determine  how  much  you  are  to  buy 
and  how  much  the  other  four  packers  are  to  buy  when  none  of  you 
want  the  stock  and  when  you  are  sustaining  the  market? 

Mr.  Morris.  We  determine  this  way :  We  figure  how  much  less  we 
can  get  along  with  economically  to  operate  our  plant.  You  know,  at 
the  present  time,  we  guarantee  all  our  men  40  hours  a  week.  We 
figure  whether  there  is  a  bigger  loss  in  paying  them  for  work  they 
do  not  do,  or  buying  the  beef  and  standing  a  loss  on  the  beef.  We 
can  not  regulate  what  our  competitors  buy ;  all  we  regulate  is  what 
Morris  &  Co.  buy. 

Mr.  Dillon.  How  do  you  arrive  at  the  price  when  you  are  sus- 
taining the  market  and  when  you  know  it  is  a  loss  to  you  to  do  it? 

Mr.  AfoRRis,  We  do  it  as  cheaply  as  we  can,  but  there  is  a  loss  in 
each  case. 

Mr.  Dillon.  How  do  you  arrive  at  the  percentage  of  sustaining 
that  loss  ? 

Mr.  Morris.  There  is  not  any  percentage  in  sustaining  the  loss. 
We  buy  as  little  as  we  can  get  along  on.  We  can  not  regulate,  and 
do  not  regulate,  in  any  way  what  our  competitors  buy.  All  we  can 
regulate  is  what  our  buyers  buy.    • 

Mr.  Dillon.  But  you  take  all  the  supply  at  that  market? 

Mr.  Morris.  Not  necessarily.  We  will  take  the  supply  if  we  can 
see  a  profit  in  it,  up  to  the  capacity  of  our  house.    Otherwise  we  won't. 

Mr.  Dillon.  Do  you  not  sustain  the  prices  in  all  these  places  where 
the  Big  Five  operate? 
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Mr.  Morris.  No;  very  often  there  is  stock  held  over.  This  morn- 
ing I  noticed  from  Saturday  there  were  22,000  hogs  carried  over  in 
Chicago. 

Mr.  DUiLON.  Suppose  that  condition  remains  constantly,  you  would 
not  be  sustaining  that  market,  would  you? 

Mr.  Morris.  I  should  think  we  would,  to  the  extent  that  we  buy. 

Mr.  Dillon.  Yes;  but  the  other  packers  state  that  they  sustain  the 
market  when  they  do  not  need  the  meat  or  the  live  stock. 

Mr.  Morris.  We  simply  have  the  choice  between  the  two— shutting 
down  our  packing  house  and  paying  men  for  work  they  do  not  do, 
and  our  overhead  running  the  same,  or  else  buving  the  stuff  at  a  losB. 
When  there  is  a  loss  we  try  to  buy  lower,  and  if  it  gets  low  enough 
we  can  ship  it  East  and  come  out  on  it. 

Mr.  DiiiLON.  And  that  shows  a  big  variance  through  the  year! 

Mr.  Morris  The  price  we  get? 

Mr.  DnxoN.  Yes. 

Mr.  Morris.  Yes,  sir. 

Mr.  Dillon.  These  charts  and  maps  produced  by  the  Federal  Trade 
Commission  show  there  is  no  variation  at  all  from  one  month  to 
another. 

Mr.  Morris.  I  believe  I  have  covered  that  very  fully  in  my  state- 
ment. 

Mr.  DiLiiON.  If  you  clear  that  up  you  will  clear  up  one  of  the 
hard  questions  in  tnis  evidence. 

Mr.  Morris.  I  believe,  as  far  as  Morris  &  Co.  is  concerned,  you  will 
find  we  are  buying  according  to  what  our  trade  requirements  are, 
trying  to  increase  our  volume  if  we  can  do  it  on  a  profitable  basis. 
Volume  is  no  good  if  there  is  no  profit  in  it. 

Mr.  Dillon.  That  is  all. 

Mr.  Montague.  Is  your  packing  concern  relatively  third  in  size  of 
the  five  big  packers?   ' 

Mr.  Morris.  Yes,  sir. 

Mr.  Montague.  S\^ift  &  Co.  said  that  last  year  their  profit  was 
2iV  per  cent. 

Mr.  Morris.  On  the  turnover. 

Mr.  Montague.  What  is  yours? 

Mr.  Morris.  I  can  not  give  our  profit  la?t  year  offhand.  Our  prof- 
its over  five  years  have  been  IJ  per  cent.  Last  vear  we  had  a  very 
good  year,  and  it  will  run  somewhat  more  than  tnat,  but  not  a  ffreat 
deal,  I  would  be  glad  to  get  that  for  you  and  make  it  part  of  the 
record. 

Mr.  Montague.  Your  profits  on  the  turnover  or  other  profits  you 
stated  liere,  the  profit  on  investments  or  capital  stock,  are  your  fig- 
ures controverted  by  the  Federal  Trade  Commission  or  do  they  cor- 
respond ? 

Mr.  Morris.  They  made  statements  down  here  that  do  not  check 
with  our  figures.     They  took  our  profits  without  checking  off  taxes. 
I  know  that  is  Government  accounting,  but  the  only  way  I  can  figure 
profit  is  to  take  out  what  is  left  after  paying  taxes,  and  our  profit 
for  last  year  was  $4,217,000,  as  after  all,  taxes  are  taken  off. 
Mr.  Montague.  Have  you  any  foreign  plant? 
Mr.  Morris.  Yes,  sir. 
Mr.  Montague.  Where,  Argentine? 
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Mr.  Morris.  We  have  a  plant  in  Argentine  and  one  in  Uruguay 
and  a  very  small  plant  up  in  Faraway. 

Mr.  Montague.    Any  in  Australia? 

Mr.  Morris.  No,  none  whatsoever. 

Mr.  Montague.  Is  your  business  chiefly  the  cattle  business  or  the 
hog  business? 

Mr.  Morris.  Both. 

Mr.  Montague.  Which  is  the  major  portion  of  the  business,  hogs 
or  cattle? 

Mr.  Morris.  Last  vear  we  killed  about  1,300,000  cattle  and  some- 
tliiiig  over  2,000,000  hogs.  Of  course,  the  cattle  are  so  much  heavier 
I  suppose  in  volume  our  cattle  business  would  be  larger. 

Mr.  Montague..  Just  for  information  to  one  who  knows  very  little 
about  the  cattle  business,  you  state  that  your  grandfather  was  a  cat- 
tle feeder? 

Mr.  Morris.  As  well  as  a  packer. 

Mr.  Montague.  And  that  particular  form  of  your  business  has 
been  carried  on  down  to  your  time? 

Mr.  Morris.  Yes,  sir. 

Mr.  Montague.  What  do  you  mean  by  cattle  feeder? 

Mr.  Morris.  We  buy  cattle  on  the  open  Chicago  market  and  send 
them  down  to  Peoria  and  feed  them  down  there. 

Mr.  Montague.  That  is,  you  buy  cattle  and  fatten  them? 

Mr.  Morris.  Fatten  them  and  ship  them  back  and  sell  them. 

Mr.  Montague.  You  ship  them  back  and  slaughter  them? 

Mr.  Morris.  A  great  many  of  them  we  sell  on  the  open  market. 

Mr.  Montague.  That  is  all  I  desire  to  ask. 

The  Chairman.  Mr.  Hamilton. 

Mr.  Hamilton.  I  do  not  believe  I  care  to  ask  any  questions  now, 
Mr.  Chairman. 

The  Chairman.  Mr.  Parker? 

Mr.  Parker.  No  questions. 

Mr.  Hamilton.  I  might  ask  one  question.  When  you  buv  cattle 
to  feed,  do  you  buy  anywhere  else  except  on  the  Chicago  stocKyards? 

Mr.  Morris.  Yes,  we  have  bought  a  very  small  per  cent  in  that 
way,  a  good  many  in  South  Dakota,  some  in  North  Dakota;  we 
bought  them  in  Sioux  City  and  Omaha  and  Kansas  City  and  St.  Joe 
and  St.  Paul;  wherever  we  think  we  can  buy  them  the  cheapest. 
About  90  per  cent  of  them  we  bought  in  the  open  market  at  which- 
ever city  we  happened  to  buy. 

Mr.  Hamilton.  You  have  no  cattle  on  the  ranges,  have  you? 

Mr.  Morris.  Unfortunately  we  have  some  down  in  Mexico,  or  at 
least  the  last  I  heard  of  we  had. 

Mr.  Hamilton.  Did  you  have  a  ranch  over  in  Chihuahua? 

Mr.  Morris.  Yes. 

Mr.  Hamilton.  Have  you  been  having  some  trouble  about  them? 

Mr.  Morris.  Yes;  we  have  had  a  rather  unfortunate  experience 
with  them. 

Mr.  Hamilton.  You  have  lost  a  good  many  cattle? 

Mr.  Morris.  I  presume  we  have.  Our  chief  difficulty  is  not  with 
the  cattle  that  are  branded,  and  all  the  cattle  in  that  country  are 
branded.  The  rebels  down  there — I  can  not  keep  track  of  which 
side  they  are — ^they  kill  whatever  they  want  to  eat,  but  that  is  not 
so  bad ;  we  can  stand  that.    They  can  not  ship  in  to  America  because 
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they  have  the  brand  on  them,  and  no  matter  what  market  it  goes  to, 
they  allow  us  to  get  the  profit.  But  they  have  not  branded  our  calves, 
and  they  will  not  let  our  men  go  over  there  to  brand  them  at  alL 

JVfr.  Hamilton.  That  is,  they  take  your  calves  and  put  their  brands 
on  them  and  drive  them  over  the  line  and  sell  them  for  their  own  i 

Mr.  Morris.  I  expect  thousands  of  them  have  been  brought  over 
that  way. 

Mr.  Hamilton.  They  use  Columbus  as  the  port  of  entry,  did  they 
not,  a  little  west  of  El  Paso? 

Mr.  Morris.  I  do  not  really  know.  I  think  cattle  have  probably 
been  taken  across  the  line,  and  unfortunately  our  ranch  is  right 
over  the  line.    It  is  right  along  the  river  there. 

Mr.  Hamilton.  How  old  are  these  cattle  when  you  transfer  them 
to  Peoria  to  be  fed? 

Mr.  Morris.  We  bought  our  ranch  just  before  the  Mexican  trouhle 
started,  and  it  has  not  got  a  very  good  breed  of  cattle  on  it.  Tliere 
is  a  lot  of  Mexican  cattle  there,  like  these  old  Texas  cattle  used  to  be, 
they  are  principally  horns.  You  can  pick  them  up  and  carrv  them 
away  almost.  Our  object  was  to  breed  them  up  and  to  buy  the  lx*st 
bulls  we  could,  but  we  have  not  been  able  to  operate,  and  tho<;e 
cattle  would  not  be  fit  to  feed. 

Mr.  Montague.  From  yoilr  standpoint  they  are  not  feeders? 

Mr.  Morris.  No,  they  livould  not  do  for  our  feeding.  My  grand- 
father had  a  ranch  in  Texas,  and  at  times  we  fed  some  of  the  cat  tie 
there. 

Mr.  Montague.  Have  you  a  ranch  in  Texas  now? 

Mr.  Morris.  No.  We  had  a  big  ranch  at  Midland,  Tex.,  but 
after  my  grandfather  died  it  belonged  to  the  estate  and  was  sold. 

Mr.  Montague.  How  much  land  have  you  in  your  ranch  in 
Mexico  ? 

Mr.  Morris.  A  million  and  a  quarter  acres. 

Mr.  Montague.  Do  you  just  feed  them  on  the  grass? 

Mr.  Morris.  That  is  all,  but  of  course  now  they  are  taking  care 
of  themselves ;  we  can  not  get  our  men  over  there. 

Mr.  Montague.  What  sort  of  grass  is  it? 

Mr.  Morris.  I  belite  it  is  very  similar  to  the  Texas  grass.  We 
got  into  this  trouble  just  after  we  bought  the  property. 

Mr.  Montague.  Is  it  anything  like  the  blue  grass  of  Kentiicti*? 

Mr.  Morris.  Oh,  no,  not  anything  as  good  as  that,  I  am  afraid. 

The  Chairman.  Mr.  Decker? 

Mr.  Decker.  No  questions. 

The  Chairman.  Judge  Parker?  y 

Mr.  Parker.  No  questions. 

The  Chairman.  Mr.  Winslow? 

Mr.  Winslow.  I  would  like  to  ask  Mr.  Morris  if  up  to  this  time  he 
has  made  any  statement  about  the  profit,  as  far  as  he  knows,  made 
by  the  producers  and  feeders. 

Mr.  Morris.  I  am  not  posted  on  what  individual  producers  have 
done  in  the  way  of  profit.  I  believe  in  a  general  way  that  thev 
have  been  in  a  very  prosperous  condition.  We  feed  cattle,  and  I 
know  what  our  profits  have  been  on  cattle  that  we  fed. 
^  Mr.  WiNBLOw.  It  seems  to  me  it  is  up  to  this  inquirv  to  learn  a 
little  about  that,  in  view  of  the  fact  that  the  producers*  and  feeders 
have  appeared,  claiming  that  they  have  more  or  leas  injustice  mete<l 
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out  to  them  in  the  process  of  the  development  of  the  meat  business. 
Would  you  mind  giving  your  experience  with  respect  to  profits  from 
producing 

Mr.  Morris.  We  have  fed  practically  10,000  cattle  last  year,  and 
also  the  year  before,  and  we  made  between  $40  and  $50  a  head  on  the 
cattle  we  fed ;  that  is,  each  animal. 

Mr.  Montague.  You  are  trying  now  to  get  what  the  producers 
have  been  making? 

Mr.  Win  SLOW.  They  are  the  only  people  who  have  come  in  here  in 
favor  of  this  bill,  and  they  put  it  on  the  ground,  as  I  understand  it, 
that  somewhere  or  another  in  the  mixup  they  were  not  getting  their 
share,  and  if  things  were  regulated  so  and  so  thejr  might  get  their 
share.  It  seems  to  me  that  the  fellow  who  is  raising  the  fog  ought 
to  be  investigated,  and  this  is  the  first  witness  who  had  admitted  that 
lie  knows  anything  about  a  profit  of  feeding  cattle  or  producing  cat- 
tle, and  I  want  to  push  that  through  to  a  finish,  if  we  can. 

Mr.  Montague.  I  do  not  mean  to  interrupt  you. 

Mr.  Win  SLOW.  Speaking  broadly,  I  do  not  suppose  you  arer 
equipped  with  a  very  finely  detailed  statement  of  the  percentages  of 

front  of  the  feeding  business,  but  so  far  as  you  know  I  would  like  to- 
ave  you  give  us  an  idea  of  what  percentage  that  $40  or  $50  would 
indicate  on  the  capital  invested  and  the  operation  of  it? 

Mr.  Morris.  Our  business  down  there  shows  this:  We  bought  our 
feeders  a  year  ago  this  fall.  We  have  got  some  we  are  feeding  now^ 
but  of  course  we  do  not  know  how  we  are  coming  out  on  them  until 
we  sell  them ;  but  a  year  ago  we  bought  feeders  and  they  were  around 
a  thousand  pounds,  roughly  speaking,  and  they  cost  around  11  cents 
a  pound.  This  is  just  from  memory ;  this  was  over  a  year  ago.  That 
would  make  them  cost  $110  coming  in.  Then  we  have  the  expense  of 
the  feed  on  them  and  the  overhead  expenses  of  the  labor,  and  they 
made  enough  to  absorb  the  labor  and  the  feed  and  everything  else, 
and  made  $10.  or  $50  a  head,  besides  a  feed  that  lasted  probably  om 
the  average  seven  or  eight  months. 

Mr.  WiNsix)w.  What  would  be  the  profit  on  the  gross  cost  of  these 
cattle  ? 

Mr.  Morris.  Twenty  or  twenty-five  per  cent.  I  should  be  very 
glad  to  submit  those  figures  if  we  have  them. 

Mr.  WiNSLOW.  I  wish  you  w^ould;  but  in  order  to  be  as  fair  as  we- 
can,  to  the  producers,  let  us  take  the  lower  amount  of  profit,  say,  20* 
per  cent.  On  the  production  of  meat,  by  the  time  it  comes  on  my 
table  the  producing  end  of  the  business  has  taken  in  20  per  cent  for 
its  part? 

Mr.  Morris.  Of  course,  you  understand  we  buy  those  cattle  when 
they  w-eigh  a  thousand  pounds.  What  the  profit  or  the  loss  on  the 
cattle  over  a  thousand  pounds  is  I  can  only  guess,  because  I  have  no- 
figures  to  tell  me. 

Mr.  WiNsiiOw.  Of  course,  we  will  not  get  anywhere  unless  we  get 
the  cost  of  the  cattle  on  the  one  hand  and  the  selling  price  on  th& 
other.    Have  you  any  definite  idea  with  respect  to  those  two  items? 

Mr.  Morris.  Just  in  a  general  way.  I  believe  the  cattle  industry^ 
except  in  a  few  points  where  weather  conditions  have  been  bad,  has 
been  very  profitable  in  the  last  few  years.  I  have  a  number  of 
friends  who  have  done  very  well,  and  have  not  hesitated  to  say  so> 
at  all. 
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Mr.  WiNSLow.  Let  us  get  a  little  more  concrete  than  that.  Sup- 
pose you  had  a  goin^  business  in  the  production  of  cattle,  as  yoa 
have  in  the  packin^y  uusiness,  and  that  you  did  your  business  effi* 
ciently,  kept  your  inventories  of  property  on  hand  and  tlie  imple- 
ments you  used,  and  right  through  kept  a  proper,  commercial  inven- 
tory and  expenses  account  and  had  your  assets  and  liabilities  prop- 
erly lined  up,  and  your  business  was  still  going  and  had  been  going, 
what  would  vou  sav  would  be  your  net  pmfits  on  the  investment  of 
your  10,000  fiead  ?  ' 

Mr.  Morris.  I  think  it  would  have  been  at  least  25  per  cent. 

Mr.  WiNSLOw.  Then  25  per  cent  would  seem  to  be  pretty  fair  for 
an  income.  Is  that  more  than  i>erhaps  it  would  average  for  the  10 
j'ears  previous  to  that  time? 

Mr.  Morris,  ^es,  sir,  it  is,  but  the  business  as  a  whole  has  been  a 
profitable  business  for  us. 

Mr.  WiXHix)w.  Say  for  10  years  back;  would  you  have  any  judg- 
ment that  you  would  want  to  hazard  as  to  the  average  for  the  10 
years  preceding  last  year! 

Mr.  Morris.  We  were  a  little  unfortunate  during  that  period.  We 
had  a  couple  of  men  running  our  business  who  wore  not  as  honest 
as  they  ought  to  be,  but  even  in  spite  of  what  they  got  out  of  it  we 
made  some  monov  out  of  it.  The  last  two  years  were  the  l)est  we 
had,  but,  as  a  whole,  we  find  it  a  very  profitable  business. 

Mr.  WiNsu)w.  But  the  disappearance  of  those  two  men  with  your 
fimds  would  not  affect  your  earnings?  You  simply  lost  the  money, 
but  you  earned  as  much,  nevertheless  ? 

Mr.  Morris.  Thev  affected  our  earnings  considerably. 

Mr.  WiNSLOw.  'rtiey  did  not  attend  to  business? 

Mr.  Morris.  No;  they  lK)ught  their  stuff  from  their  friends,  etc. 

Mr.  Wixsijow.  Now,  going  to  the  business  end  as  a  whole  and  tak- 
ing your  own  in  as  only  a  part,  would  3'ou  sav  that  the  producing 
end  of  the  business  had  been  i^asonably  profitable  as  compared  with 
the  ordinary  line  of  connnercial  endeavor  throughout  the  country! 

Mr.  Morris.  I  should  say  it  has  l)een. 

Mr.  Wixsiiow.  And  would  vou  sav  it  has  been  more  profitable  per 
dollar  invested  than  the  packing  irtdustryf 

Mr.  Morris.  Oh,  by  far. 

Mr.  Wixsu>w.  Have  you  any  experience  in  the  retail  end  of  the 
InL^inc-s^ 

Mr.  Morris.  None  at  all. 

Mr.  WiNsLow.  Have  you  any  judgment  that  you  would  like  to 
give  out  as  to  the  general  efficiency  of  the  men  in  the  producing 
business? 

Mr.  Morris.  None  at  all,  Mr.  Winslow.  I  think  it  is  possibly  a 
little  unfortunate  that  this  investigation,  which  started  along  broad* 
ron^-trurtive  lines  to  investigate  the  whole  industry,  centere<l  it-*»lf 
on  the  five  packei-s  and  investigated  only  the  five  packers.  They  did 
not  investigate  to  see  whether  there  was  an  undue  profit  or  an  undue 
|os*^  to  the  prwlueers.  or  whether  thej'  were  doing  their  work  effi- 
<iently  or  not:  also  that,  instead  of  investigating  the  calf  from  the 
fanu  to  the  table,  they  spent  roost  of  their  time  investigating  the  fi%'e 
largi»st  packers. 

Mr.  WiNsi/)w.  Weill  we  have  them  in  reserve,  perhaps,  after  we 
find  out  just  where  the  packers  come  in«    I  would  like  to  have  your 
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judgment  as  to  whether  or  not,  as  a  goinfi;  business  for  a  period  back 
10  or  15  or  20  years,  taking  the  ups  and  downs  into  consideration, 
the  packing  business  has  been  a  fair  and  proper  business  for  a  man 
to  go  into  if  he  did  it  carefully  and  properly. 

Mr.  Morris.  I  would  like  to  answer  that  by  referring  to  a  little 
personal  history.  My  grandfather  was  in  the  business,  my  father 
was  in  the  business,  and  I  am  in  the  business,  and  I  have  a  son  that  I 
hope  will  be  in  the  business,  and  if  I  did  not  think  it  was  a  fit  business 
I  would  not  want  him  to  go  into  it. 

Mr.  WiNSLOw.  You  mean  the  producing  end  of  it? 

Mr.  Morris.  No  ;  the  packing  end. 

Mr.  Win  SLOW.  I  did  not  mean  that;  I  would  like  to  have  that  ap- 
plied to  the  producers. 

Mr.  Morris.  I  think  the  producing  is  a  good  business;  I  think  it 
is  a  profitable  business.  The  producer  has  this  to  contend  with: 
He  has  to  dispose  of  his  stock  once  a  year  or  twice  a  year  and  if  he 
is  unfortunate  in  selling  on  a  bad  market  he  does  not  tnink  very  well 
of  the  packer ;  if  he  sells  on  a  good  market,  he  does  not  think  so  badly 
of  the  packer.  I  think  you  have  to  take  an  average  of  the  years  to 
see  if  it  is  a  good  business,  because  a  man  might  be  unfortunate  enough 
to  break  on  a  bad  market. 

Mr.  WiNSiiOW.  That  is  why  I  asked  you  for  the  figures  covering  15 
or  20  years. 

Mr.  Morris.  I  think  it  is  a  very  profitable  business. 

Mr.  WinsijOW.  And  if  you  think  you  can  get  a  showdown  of  the 
profits  and  a  statement  of  the  conditions  of  the  producers  in  the  same 
way  you  packers  are  submitting  them  here,  giving  your  returns,  etc., 
is  it  your  opinion  that  such  will  be  demonstrated  to  be  the  case  ? 

Mr.  Morris.  Oh,  yes,  I  believe  they  will  have  a  much  more  profit- 
able business  than  the  packer. 

Mr.  WiN8ix)w.  If  thut  is  true,  how  do  you  account  for  the  alleged 
animosity  of  the  producers  toward  the  packers  ? 

Mr.  Morris.  In  the  first  place,  I  do  not  believe  the  average  producer 
has  any  animosity  toward  the  packer.  Unfortunately  our  friends  do 
not  holler  quite  as  loudly  as  the  other  fellows.  I  think  that  the 
average  producer  is  a  very  sane,  sound  fellow.  I  have  got  a  lot  of 
respect  for  them,  and  I  believe  they  realize  that  things  are  running 
along  to  his  own  interest. 

Mr.  WiNsiiOW.  How  would  you  account  for  the  appearance  of  these 
gentlemen  who  have  been  here,  who  have  been  undertaking  to  say 
that  they  are  getting  the  short  end  of  the  whole  thing? 

Mr.  Morris.  They  are  a  market  committee  of  the  American  Na- 
tional Live  Stock  Association,  and  that  is  what  their  committee 
amounts  to,  to  a  very  large  extent. 

Mr.  WiNSLOw.  Do  you  think  they  are  organized  to  correct  the 
abuses  they  are  talking  about,  or  to  get  a  little  more? 

Mr.  Morris.  I  believe  thej'  are  organized  to  get  the  most  they 
possibly  can  for  themselves.  I  have  covered  that  rather  fully 
here.  The  American  National  Live  Stock  Association  have  been 
collecting  a  fund,  which  I  understand  they  have  been  asking  their 
members  to  donate  5  cents  a  head  on  cattle  for.  The  exact  size  of 
this  fund  I  do  not  know,  but  if  they  all  did  that  it  would  be  a  very 
large  fund.    I  have  heard  that  there  is  $150,000  subscribed  to  this 
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fund.    Whether  there  is  or  not,  I  am  not  in  a  position  to  say.     That 
is  left  pretty  much  at  the  discretion  of  the  market  committee, 

Mr.  WiNSLow.  Mr.  Hamilton  inquires  as  to  what  page  of  your  state- 
ment  vou  refer  to. 

Mr.  Morris.  It  is  mentioned  under  the  heading  of  "  Market  Com- 
mittee," if  you  will  look  for  that. 

Mr.  HA3nLT0N.  That  is  on  page  57,  market  committee  of  the  Ameri- 
can Live  Stocjc  Association,  is  it  not? 

Mr.  Morris.  Yes,  sir. 

Mr.  WiNsiiOW.  I  would  like  to  know  about  this  from  the  produc- 
ing end  of  the  business  to  the  retail  end.  You  have  practically  said 
you  did  not  know  anything  about  the  retail  end  in  particular. 

But  I  would  like  to  question  you  a  little  bit  further,  as  to  the  head 
of  a  i)acking  business :  The  packer  gets  his  profits  from  the  retailer, 
for  the  most  part,  does  he  not  i 

Mr.  Morhis.  We  also  get  our  profits  somewhat  from  the  pwducer, 
too;  I  mean,  in  buying  his  stock. 

Mr.  \Vixsu)w.  Well,  I  would  like  vou  to  ccmsider  further  the  re- 
tailer  before  you  get  away  from  him,  and  let  the  other  1^  set  a.side  for 
the  present.  As  the  head  of  the  business  supplying  the  retail  trade, 
you  nave,  of  course,  as  one  of  your  leading  considerations,  the  cretiit 
of  that  side  of  the  trade,  have  you  not? 

Mr.  Morris.  Yes,  sir. 

Mr.  WiNsi/)W.  Is  the  credit  of  the  retail  trade  as  a  whole  a  first- 
class  credit,  as  compared  to  the  retail  dry  g()ods  merchant,  or  the  boot 
and  shoe  merchant  as  far  as  you  can  judge  it  ? 

Mr.  MoKKis.  Well,  the  creilit  of  the  retailers,  as  a  rule,  has  improved 
B  great  deal  in  the  last  few  years.  We  have  veiy  few  credit  losses  now, 
but  the  margin  of  profit  is  so  small  that  we  have  to  watch  that  %'erv 
carefully.  We  are  selling  to  them  mostly  for  cash:  most  of  the  hi\U 
are  paid  within  a  week,  and  if  they  do  not  pay  their  bill  within  a  week, 
they  have  a  hard  time  getting  products  for  the  next  week. 

Mr.  A\'ixsLow.  Well,  do  tiiose  retailers  and  those  who  buv  their 
products  come  an<l  go  pretty  rapidly:  do  they  disap|)earf  Are  there 
many  changes  in  the  trade? 

Mr.  MoKRis.  No;  I  do  not  think  so. 

Mr.  Wixsu>w.  They  are  pretty  steady,  are  they? 

Mr.  MoKRis.  I  think  so. 

Mr.  WiNsu)w.  As  far  as  the  repute  of  the  retail  meat  business  goes, 
is  it  your  judgment  those  merchants  have  made,  as  a  <»lass,  or  as  a  rule, 
large  fortunes  ^ 

Mr.  Morris.  In  that  connection,  I  will  say  that  I  have  known  verr 
few  retailei-s  who  have  l)ecome  wealthy  men.  I  think  most  of  them 
have  made  u  living,  and  probably  a  pretty  goo<l  living,  but  very  few 
have  become  wealthy  men. 

Mr.  Wixsu)W.  Well,  do  they  make  a  living  in  the  way  of  being  able 
to  ar<*uuuilate  property  for  their  old  age,  or  just  enough  to  live  on  as 
they  go  along  ^ 

Slv,  MoitRis.  Well,  a  conservative  retailer  will  have  enough  to  last 
him  during  his  old  age,  all  right. 

Mr.  \A*i  N  si>rtv.  l)i}  you  think,  as  a  class,  they  will  accumulate 
com|)eten('ies  than  the  average  merchant  in  other  directions! 

Mr.  MoHKis.  No;  I  would  say  al>out  the  same. 
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Mr.  WiNSLOw.  And  you  would  not  feel  that  they  should  be  branded 
as  robbers,  any  more  than  any  other  class  of  men,  would  you  ? 

Mr.  Morris.  I  think  the  unfortunate  thing  in  the  retail  situation 
is  the  cost  of  doing  business,  and  I  think  that  is  one  thing  that  would 
be  interesting  if  studied.  The  retailer  makes  a  very  large  gross  profit; 
that  is,  most  of  them  do.  I  think  that  is  largely  because  of  the  service 
that  the  people  demand  to-day.  Of  course,  there  are  those  cut-rate 
stores  that  sell  stuff  on  pretty  reasonable  gross  margins,  but  that  stuff 
the  consumer  has  to  carry  and  pay  for.  I  think  that  the  fault  is  in  the 
way  the  business  is  done,  rather  than  in  the  profits  the  retailers  make 
out  of  it.    Do  I  make  myself  clear  on  that  ? 

Mr.  Win  SLOW.  Yes.  As  the  business  goes,  with  its  natural  wear 
and  tear,  you  think  they  do  not  make  large  and  exhorbitant  profits  op 
their  going  business  from  day  to  day  ? 

Mr.  Morris.  No;  I  think  on  the  average,  they  make  just  a  fair  net 
profit. 

Mr.  WiNSLOw.  Now,  that  being  the  case,  that  the  retailer  makes  a 
fair  living  profit,  living  profit,  and  the  packer  makes  the  same — 9  toer 
cent  and  2  per  cent  on  his  turnover — there  is  nobody  left  who  can  skin 
the  public  on  our  present  retail  prices  except  the  producer.  I  do  not 
say  he  does;  I  say  there  would  not  be  anybody  else  who  could  except 
the  nroducer. 

Mr.  Morris.  Oh,  no;  I  think  the  retailer  would  be  fortunate  if 
there  had  been  an  investigation.  I  am  giving  you  my  opinion;  of 
coui>:e,  I  am  no  authority  on  that.  On  n^y  profits,  of  course,  I  am 
correct. 

Mr.  WixsLOW.  Well,  if  you  are  correct  in  general,  as  to  the  re- 
tailer, he  has  not  made  much;  and  the  other  one  you  testified  you 
think  has  made  an  entirely  satisfactory  profit — ^that  is,  the  producer. 

Mr.  Morris.  I  think  they  have  made  very  good  profits. 

Mr.  WiNStow.  And  you  do  not  think  he  has  paid  very  much  ? 

Mr.  Morris.  I  think  they  have  made  very  good  profits. 

Mr.  WiNSLow.  Am  I  right,  then,  that  your  conclusion  is  that  the 
public  as  a  whole,  as  consumers,  are  not  being  cheated  anywhere? 

Mr.  Morris.  I  do  not  believe  that  can  be  answered,  because  I  do 
not  think  any  investigation  has  been  made  of  the  live  stock  man  or 
of  the  retailer.    As  far  as  the  packer  is  concerned,  I  can  answer  it. 

Mr.  WiNSLOw.  This  bill,  I  presume,  has  been  brought  to  us  with 
the  idea  that  if  we  adopt  it  and  put  it  on  the  statute  books  of  the 
country  we  will  be  serving  the  people  of  the  country. 

Mr.  Morris.  I  claim  you  would  not;  thatdt  is  not  in  the  interest  of 
the  people  at  all.  This  bill  would  mean  the  destruction  of  the 
packing  business,  as  an  individually  owned  business,  in  a  few  years. 

Mr.  WiNSLow.  And  you  claim  that  there  is  no  abuse  connected  with 
the  industry  or  the  distribution  of  the  profits? 

Mr.  Morris.  I  do. 

Mr.  WiNSLow.  And  if  there  are  high  prices  they  are  merely  due 
to  the  natural  evolution  of  the  trade? 

Mr.  Morris.  Mv  claim  is  this:  We  are  between  the  producer  and 
the  consumer.  The  producer  wants  high  prices  for  his  live  stock — 
and  prices  have  been  very  high ;  and  the  consumer  wants  to  buy  his 
meat  cheap;  and  we  are  in  the  middle;  and  it  is  a  pretty  tough  job, 
sometimes.     Last  year  we  killed  over  5,000,000  head  of  live  stock 
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and  Morris  &  Co.'s  total  profits  were  $4,200,000.  That  includes  by- 
products, and  includes  hogs  and  includes  chickens,  and  hundreds  of 
things.  So,  even  including  them  all,  we  made  only  $0.89,  or  about 
that  amount  on  the  5,000,000  head  of  live  stock  to  make  up  our 
$4,200,000. 

I  claim  the  business  is  being  operated  as  efficiently  as  it  could 
possibly  be,  and  a  good  deal  more  efficiently  than  it  could  be  if  they 
took  our  instrumentalities  away ;  and  as  long  as  we  make  a  reasonable 
profit  from  the  producer  to  the  consumer,  I  say,  leave  the  business 
alone. 

Mr.  WiNSLow.  Well,  would  you  further  say  that,  in  your  judg- 
ment, no  laws  could  be  enacted  which  would  reduce  the  prices  of  meat 
to  the  consumer? 

Mr.  Morris.  I  will  say  this,  that  I  have  not  heard  any  law  FUg- 
gested  that  would  do  it,  and  I  do  not  personally  know  of  any  law, 
if  there  is  any,  that  would  make  a  more  efficient  industry.  I  would 
be  glad  to  hear  of  it,  but  I  have  not  heard  of  any  so  far. 

Mr.  WiNSLow.  And  you  do  contend  that  this  bill  would  not  do  it  ? 

Mr.  Morris.  It  would  not. 

The  Chairman.  Mr.  Sweet,  have  you  any  questions  ? 

Mr.  Sweet.  Yes,  Mr.  Chairman. 

In  1918,  Mr.  Morris,  if  I  understood  vour  statement  correctly,  yoo 
fed  10,000  cattle? 

Mr.  Morris.  Approximately. 

Mr.  S^^TiET.  And  that  was  at  Peoria,  111.  ? 

Mr.  Morris.  Yes,  sir. 

Mr.  Sweet.  How  large  a  plant  have  you  there? 

Mr.  Morris.  We  have  no  packing  house  at  all  at  Peoria. 

Mr.  Sweet.  How  large  a  larm  have  you  there? 

Mr.  Morris.  We  feed  them  in  barns  down  there,  and  that  is  about 
the  capacity  of  the  bams. 

Mr.  Sweet.  What  are  all  of  these  barns  worth,  approximately? 

Mr.  Morris.  I  do  not  know  about  that;  they  are  on  leased  prop- 
erty; I  do  not  know  whether  we  lease  the  bams  or  own  the  bams. 
It  has  been  the  same  a  groat  many  years,  long  before  I  was  in  the 
business. 

Mr.  Sweet.  What  I  am  getting  at  is,  what  is  about  the  value  of 
the  property  that  you  use  down  there,  or  own  down  there,  for  feed- 
ing purposes? 

Mr.  Morris.  They  are  just  plain,  wood  barns,  with  sewers  or 
drains  in  them,  and  also  troughs  for  feed;  and  they  are  not  very 
expensive.  I  will  be  glad  to  submit  the  figures.  I  have  not  them 
oflThand ;  we  have  them  at  home,  of  course. 

Mr.  Sweet.  Now,  you  said  the  profit  was  about  20  per  cent  or 
25  per  cent,  you  thought? 

Mr.-  Morris.  Yes,  sir. 

Mr.  Sweet.  Was  that  the  net  profit? 

Mr.  Morris.  Yes,  sir;  after  figuring  everything. 

Mr.  Sweet.  In  figuring  the  net  profit,  did  you  take  into  considera- 
tion all  the  property  that  you  have  invested  in  connection  with  the 
feeding  business  there? 

Mr.  Morris.  Yes,  sir;  and  salaries  of  all  employees  that  did  the 
work. 
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Mr.  Sweet.  And  these  cattle  that  you  purchase  for  feeders  are 
purchased  in  the  open  market  at  Chicago  ? 

Mr.  Morris.  About  90  per  cent  of  them  are  purchased  in  the  open 
market.  AVe  bought  probably  10  per  cent  in  the  country.  A  part  of 
them  were  bought  in  Chicago,  and  a  part  of  them  were  bought  in 
Kansas  City,  and  part  in  St.  Joseph,  Omaha,  Sioux  City,  and  St. 
Paul;  but  about  90  per  cent  of  them  were  bought  on  the  open 
market. 

Mr.  Sweet.  When  you  said  you  sold  these  cattle,  did  you  sell 
them  at  the  market  prices,  or  did  you  simply  take  them  into  your 
plant  and  kill  them? 

Mr.  Morris.  We  did  both. 

Mr.  Sweet.  In  arriving  at  your  20  per  cent  or  25  per  cent  profit, 
how  did  you  determine  that? 

Mr.  Morris.  We  have  an  old  Irishman  named  Terry  O'Neill,  who 
handles  the  feeding  part  of  the  business,  and  when  he  bought  the 
cattle  he  ha^  to  sell  them  to  our  head  buyer,  Leo  Hess;  and  if 
they  could  not  agree  on  the  price  of  the  cattle,  the  cattle  were  put 
on  the  open  market  and  sold  to  whoever  wanted  to  buy  them.  And 
Terry  O'Neill  was  anxious  for  his  feeding  operations  to  show  as 
large  a  profit  as  possible,  as  his  salarv  and  his  future  depend  on  his 
making  a  good  showing.  And  on  the  other  hand,  the  buyer  who 
bought  the  cattle  wanted  to  buy  as  cheaply  as  he  could,  as  all  of  the 
results  show  on  margins,  so  that  we  can  tell  at  the  end  of  the  week 
which  of  the  buyers  did  the  best ;  and  naturally  each  buyer  is  anxious 
to  make  as  good  a  showing  as  he  can  in  buying  from  Terry  O'Neill. 
And  I  imagine,  therefore,  that  those  cattle  were  priced  absolutely 
on  the  market,  as  near  as  two  experts'  judgment  could  make  it. 

Mr.  Sweet.  Yes.  Leaving  that  subject,  what  salary  do  you  re- 
ceive as  president  of  Morris  &  Co.? 

Mr.  Morris.  I  receive  $70,000  a  year. 

Mr.  Sweet.  What  other  salaries  do  the  .officers  and  directors  of 
the  company  receive? 

Mr.  Morris.  None  of  the  directors  draw  a  salary  for  being  a 
director.    The  officers  all  draw  salaries. 

Mr.  Sweet.  How  many  refrigerator  cars  do  you  own  ? 

Mr.  Morris.  About  3,000. 

Mr.  Sweet.  Has  that  been  profitable  or  unprofitable? 

Mr.  Morris.  It  has  been  very  unprofitable;  unfortunately,  we  had 
to  buy  a  lot  more  a  year  or  so  ago  which  we  had  to  pay  a  tremendous 
price  for.  We  knew  they  would  be  unprofitable,  but  if  we  are  going 
to  operate  the  packing  houses,  and  if  we  are  going  to  buy  these 
cattle  as  they  come  in,  and  make  a  market  for  the  producer,  we 
have  to  have  enough  cars  to  keep  our  beef  going  East.  You  see,  that 
beef  is  not  frozen ;  it  is  just  chilled  beef ;  and  if  we  have  three  or  four 
days'  supply  on  hand  that  is  all  we  could  hold  in  Chicago — three  or 
four  days'  killings. 

Mr.  S^'EET.  That  is  all. 

The  Chairman.  There  is  a  yea  and  nay  vote  in  the  House,  and  a 
call  of  no  quorum,  on  the  hospital  bill.  JM>me  of  the  members  of  the 
committee  want  to  vote  on  that,  and  we  can  either  take  a  recess  or 
adjourn  now. 

Mr.  Hamilton.  I  want  to  ask  Mr.  Morris  two  or  three  questions 
before  we  go,  Mr.  Chairman. 
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The  Chairman.  All  right,  you  may  go  ahead^  Mr.  Hamilton. 

Mr.  Hamiltox.  Mr.  Morris,  what  are  you  feeding  your  cattle  down 
thei*e  at  Peoria  ? 

Mr.  Morris.  Formerly  we  fed  them  distillery  slop. 

Mr.  Hamilton.  You  do  not  feed  them  that  now? 

Jlr.  Morris.  No;  we  are  feeding  them  grain  this  year.  When  I 
say  we  fed  them  distillery  slop,  I  mean  that  which  came  from  making 
alcohol. 

Mr.  Hamilton.  You  are  feeding  grain  now,  you  say.  That  means 
com,  does  it  ? 

Mr.  Morris.  Corn,  cottonseed  hulls,  and  whatever  looks  the  cheap- 
est to  us. 

Mr.  Hamilton.  Well,  corn  has  been  very  high  the  last  year. 

Mr.  Morris.  Yes ;  corn  has  been  very  high.  The  distillery  sIod  is 
ordinarily  figured  com  values — ^that  is,  not  board  of  trade  com«  out 
corn  at  Peoria.  So.  when  corn  goes  up,  our  distillery  slop  is  on  the 
same  basis,  and  goes  up  proportionately. 

Mr.  Hamilton.  When  you  feed  com,  is  it  ground,  or  fed  on  the 
ear? 

Mr.  Morris.  This  is  the  first  year  that  we  have  ever  fed  com  to 
our  cattle  down  there,  and  I  have  not  been  down  there  this  year;  I 
have  been  there  only  when  we  were  feeding  distillery  slop ;  I  have  not 
been  there  this  year. 

Mr.  Hamilton.  You  do  not  know  in  what  form  it  is  fed  to  the 
cattle? 

Mr.  Morris.  No,  I  do  not. 

Mr.  Hamilton.  Do^rou  know  what  you  paid  for  com? 

Mr.  Morris.  We  bought  it  on  the  market  as  we  went  along. 

Mr.  Hamilton.  It  must*  have  cost  more  than  75  cents. 

Mr.  Morris.  I  think  it  cost  more  than  that;  I  think  our  first  feed- 
ings cost  us  $1.50.  When  I  left  Chicago  it  was  $1.20;  I  have  not 
watched  the  figures  since  then. 

Mr.  Hamilton.  Notwithstanding  the  big  price  for  feeil,  you  have 
been  making  a  profit,  have  vou  not? 

Mr.  Morris.  Yes,  sir;  I  ^o  not  know  what  it  would  be  this  year: 
in  the  past  it  has  been  good,  and  I  expect  it  to  be  good  this  year. 

Mr.  Hamh^ton.  One  of  the  favorable  conditions  in  the  feeding 
business  has  l)een  the  fact  that  you  could  sell  your  feeders  at  a  price 
not  lower  than  ^^  cents  a  pound,  has  it  not? 

Mr.  Morris.  No:  this  is  all  feed  cattle;  there  is  no  fixed  price  on 
feeding  cattle  at  all ;  it  is  simply  hogs.  Our  feeders  have  simply 
l)een  srld  for  what  they  were  worth  on  the  market. 

^f^.  Hamilton.  How  many  cattle  are  you  feeding  now! 

Mr.  Morris.  Five  thousand, 

Mr.  Hamilton.  Why  is  it  that  you  are  feeding  only  5.000  this 
year  when  you  fed  10,000  last  year? 

Mr.  Morris.  Hi'canse  we  aniUl  not  get  the  distiller)'  slop  this  year. 
Wo  are  now  in  the  hns'moss  on  feeding  corn.  My  grannfather  M 
corn:  Init  we  have  not  done  it.  We  do  not  know  what  our  busine^^ 
^^\\\  ho  on  it.  until  wo  have  fo<l  a  year  an<l  liave  a  record. 

Afr.  n\MrLT«>N.  I  s<»o;  and  von  are  oxporimenting  this  vear  on 
.'i.noo.  instead  of  10,000  c.iUle?  ' 

Mr.  Morris.  When  we  started  the  year  we  expected  to  have  di.*- 
tillory  slop  for  r).(XM)  cattle,  from  the  manufacture  of  the  alcohol  thtl 


GOVERNMENT  CONTROL.  OF  MEAT-PACKING  INDUSTRY.      1078 

they  would  export  to  Europe.  However,  after  we  got  the  5,000 
cattle,  we  found  that  we  could  not  get  the  distillery  slop. 

Mr.  Decker.  Is  the  majority  of  the  stock  of  Morris  &  Co.  owned 
by  your  family  ? 

Mr.  Morris.  It  is  all  owned  by  heirs  of  my  grandfather's  estate, 
and  my  father's  estate. 

(Thereupon,  at  4.20  p.  m.,  the  committee  adjourned  until  Tues- 
day, January  28, 1919,  at  10.30  o'clock  a.  m.) 


Committee  on  Interstate  and  Foreign  Commerce, 

House  of  Representatives, 

Tuesday^  January  28^  1919. 

The  committee  met  at  10.30  o'clock  a.  m.,'  Hon.  Thetus  W.  Sims 
(chairman)  presiding. 

STATEMENT  OF  ME.  EDWABD  MOBBIS,  FBESIDEKT  OF  MOBBIS  & 

CO.,  CHICAGO,  ILL.— Besumed. 

The  Chairman.  The  committee  will  come  to  order. 

Mr.  Snook.  Mr.  Morris,  I  did  not  have  the  pleasure  of  being  here 
yesterday  afternoon  when  you  were  testifying,  but  I  want  to  ask 
you  one  or  two  questions. 

Mr.  Morris.  Yes,  sir. 

Mr.  SxooK.  Have  you  anything  to  suggest  in  the  way  of  legisla- 
tion which  should  be  passed  by  Congress  that  in  your  opinion  would 
be  of  benefit  to  the  packer  situation  ? 

Mr.  Morris.  At  the  present  time,  we  are  between  the  producers 
and  the  consumers.  Our  five  years  average  has  been  1^  per  cent 
on  sales.  We  killed  about  5,000,000  head  of  live  stock  last  year  and 
made  a  little  over  $4,000,000.  Therefore,  including  all  the  side  lines, 
we  made  89  cents  a  head.  Our  business,  I  believe,  is  handled  ef- 
ficiently, very  efficiently,  in  fact,  and  I  do  not  believe  any  business 
can  exist  on  any  smaller  profit  than  that  profit.  I  believe  we  are 
simply  the  middleman  between  the  producer  and  the  consumer,  and 
as  long  as  our  profits  are  fair  and  we  have  efficiency,  I  believe  we  are 
doing  as  much  good  as  we  can  to  the  community.  Now,  I  have  not 
heard  anything  suggested  that  would  work  out  practically,  in  the 
way  of  legislation.  I  personally  do  not  know  of  any  that  would 
work  out  satisfactorily.  If  there  is  any  suggested,  I  would  be  glad 
to  discuss  it,  but  I  do  "not  believe,  personally,  there  is  any. 

Mr.  Snook.  I  am  asking  you  if  j^ou  have  anything  to  suggest. 

Mr.  Morris.  No,  sir.  . 

Mr.  Snook.  That  is,  if  there  is  anything  you  can  think  of  in  the 
way  of  legislation  that  would  benefit  the  situation. 

Mr.  Morris.  I  do  not  think  there  ,is.  I  think  the  profits  are  as 
small  as  possible,  and  the  work  is  done  efficiently.  If  we  pay  high 
prices  for  live  stock  meat  has  got  to  be  high,  and  vice  versa. 

Mr.  Snook.  This  question  was  asked  one  of  the  packers  the  other 
day  by  one  of  the  members  of  the  committee.  T  think  it  was  asked 
of  Mr.  Swift,  if  he  could  explain  why  it  was  that  there  was  a  dis- 
trust on  the  part  of  the  producers  against  the  packers  of  the  country, 
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and  then  I  asked  Mr.  Swift  if  that  might  not  be  due  to  the  very  fact 
that  the  five  large  companies  have  grown  to  such  size  as  to  cause 
distrust.     Do  you  think  there  is  anything  in  that  ? 

Mr.  Morris.  The  packei's  are  large.  I  believe  that  is  to  the  ad- 
vantage of  both  the  producers  and  the  consumer.  I  do  not  belie\e 
the  distrust  on  the  part  of  the  producers  is  as  great  as  you  think  it  is. 
I  believe  the  average- 

Mr.  SxooK  (interposing).  I  have  not  said  it  is.  but  that  is  the 
question,  that  was  asked. 

Mr.  Morris.  Let  me  change  that  a  little.  I  do  not  believe  the 
distrust  on  the  part  of  the  producers  is  as  bad  as  generally  believed, 
but  I  believe  the  fellows  wlio  do  distrust  holler  a  little  louder  than 
the  other  fellows.  The  fellows  who  are  perfectly  satisfied  stay  at 
home,  and  the  rest  of  tjie  fellows  who  are  dissatisfied  come  down  to 
Washington.  The  Federal  Trade  Commission  has  made  very,  vicious 
attacks  on  the  packers  and  has  published  them,  and  the  packing 
business,  unfortunatelv,  has  been  more  or  less  of  a  political  football 
for  years.     Now,  that  does  not  help  the  feeling  in  genenil  at  all. 

Mr.  Snook.  You  think  it  is  not  a  general  feeling,  but  a  feeling  on 
the  part  of  some. 

Mr.  Morris.  I  think  they  are  a  small  part  of  the  producers,  but  I 
think  they  are  heard  a  good  deal  more  than  the  fellows  who  are 
satisfied. 

Mr.  Snook.  That  is  all  I  have  to  ask. 

Mr.  DoREMus.  Mr.  Morris,  on  pag:e  131  of  your  printed  statement, 
you  make  some  observations  regarding  the  railroads.     You  state : 

We  have  one  Ulustration  In  this  country  of  what  a^tation  and  misrepr^iU* 
tion  wiU  do.    We  now  have  the  raUroads  on  our  hands  with  an  enormoos 
*  encumbrance  which  the  people  in  the  end  must  pay. 

I  do  not  know  whether  I  construe  those  statements  correctly  or 
not,  but  I  was  wondering  whether  you  attribute  the  taking  over  of 
the  railroads  to  a  campaign  of  misrepresentation. 

Mr.  Morris.  No  ;  I  am  not  a  railroad  man,  and  I  aiu  not  here  to 
state  whether  Government  ownership  is  a  proper  thing  for  rail- 
roads or  not,  but  I  do  thing  they  are  in  an  awful  manner.  I  think 
they  were  in  awful  bad  shape  before  they  were  taken  over.  I  l>e- 
lieve  that  possibly  the  way  they  were  kicked  around  before  that  had 
something  to  do  with  it. 

Mr.  DoREMus.  So  you  do  not  mean  by  that  languajp^e  that  the  tak- 
ing over  of  the  railroads  was  due  to  any  campaign  oi  misrepresenta- 
tion or  to  any  agitation,  as  you  put  its 

Mr.  Morris.  >>o,  sir;  I  do  not. 

Mr.  DoREMus.  And  you  are  not  criticising  the  taking  over  of  tlie 
railroads  by  the  Government  at  the  time  they  were  taken  over? 

Mr.  Morris.  No  ;  I  am  just  trying  to  make  the  point  that  the  rail- 
roads are  in  quite  a  mess  at  the  present  time.  I  do  not  know  how 
it  is  coming  out.  I  hope  it  is  coming  out  all  right,  but  I  do  not 
want  the  packing  business  to  get  in  that  situation,  because  it  is  not 
in  the  interest  ofthe  producer  or  the  consumer  either. 

Mr.  DoREMUs.  I  suppose  you  would  admit  that  the  railroads  were 
in  a  condition  which  justified  their  taking  over  at  the  time  they  were 
taken  over. 
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Mr.  Morris.  I  would  not  like  to  express  an  opinion  on  that.  They 
were  in  bad  shape  at  that  time. 

Mr.  DoREMirs.  They  had  practically  broken  down  under  private 
owenership. 

Mr.  Morris.  I  presume  they  had. 

Mr.  DoREMus.  And  they  were  taken  over  as  a  war  measure. 

Mr.  Morris.  Yes,  sir. 

Mr.  Stephens.  Mr.  Morris,  do  you  agree  with  Mr.  Swift  in  the 
position  he  took  the  other  day  that  in  his  judgment  it  would  be 
advisable  to  have  some  sort  of  a  governmental  agency  composed 
of  representatives  of  the  producers,  packers  or  distributors  and  the 
consumers,  for  the  purpose  of  fixing  a  price  upon  the  staple  meat 
products,  as  for  example,  I  refer  to  the  Food  Administration  agree- 
ment  with  packers  and  producers  in  fixing  the  price  on  pork. 

Mr.  Morris.  The  Food  Administration  nas  fixed  the  price  on  live 
hogs.  They  have  not  fixed  the  price  on  meat.  Meat,  especially  beef, 
is  a  perishable  product.  I  do  not  believe  it  is  physically  possible 
to  fix  a  price  on  fresh  meat.  When  we  ship  our  beef  east  we  have 
to  sell  it  and  sell  it  promptly,  at  the  best  price  we  can  get  for  it. 
If  the  supphr  is  right  and  the  demand  is  good,  we  get  good  price 
for  it,  and  if  it  is  the  other  way  we  get  a  poor  price  for  it.  There  is 
practically  no  sale  for  frozen  meat  in  this  country.  It  is  a  very 
perishable  product,  the  most  perishable  product  you  can  imagine. 
I  do  not  believe  it  is  practical  to  fix  a  price  on  fresh  meat. 

Mr.  Stephens.  You  think  its  is  practicable,  though,  to  fix  a  price 
upon  salted  meafbr  pork? 

Mr.  Morris.  I  do  not  believe  that  could  be  done  in  the  long  run. 
At  the  present  time  the  Food  Administration  have,  coming  through 
them,  large  orders  from  the  Allies.  America  is  supplying  the  Allies 
because  it  is  the  closest  country  and  because  we  happen  to  be  fortu- 
nate enough  to  have  most  of  the  pork  there  is  in  the  world.  Now, 
when  things  get  back  to  normal  conditions,  the  Allies  are  going  to 
buy  their  stuff  wherever  they  can  buy  it  the  cheapest.  Now,  they  can 
say  to  the  Allies — ^they  are  in  a  good  deal  better  position  to  dictate 
terms  than  they  will  be  in  normal  times. 

Mr.  Stephens.  Of  course,  I  assume  that  when  you  sell  your  meat 
to  the  consumer,  the  price  you  get  for  it  bears  a  reasonable  relation 
to  the  cost  of  the  product. 

Mr.  Morris.  At  times  it  does,  and  at  other  times  there  are  big 
losses  in  it.  It  is  not  uncommon  at  all.  This  morning  on  my  way 
down  here,  I  stopped  at  our  branch  house  in  Washington,  and  the 
beef  which  they  happened  to  be  selling  to-day  is  showing  a  very  bad 
loss  compared  with  the  original  cost.  Of  course,  we  haVe  this  ad- 
vantage over  the  feeder,  if  we  lose  money  this  week  we  may  make 
money  next  week,  and  our  results  show  our  average.  A  good  many 
feeders  market  their  product  either  once  a  year  or  twice  a  year,  and 
for  that  reason  I  believe  that)  for  the  feeder  to  determine  whether 
feeding  is  profitable  or  not,  they  have  to  take  a  term  of  years,  be- 
cause the  feeder  may  be  unfortunate  enough  to  get  in  on  a  bad 
market  and  then  not  jfiave  any  product  to  bring  in  on  a  good  market. 

Mr.  Stephens.  But  he  wuold  hardly  live  long  enough  to  work 
out  the  average,  because  I  know  of  one  feeder  in  my  country  who  fed 
steers  85  years,  and  at  the  end  of  the  35  years  he  broke  even  half  the 
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time.  Life  is  too  short  for  lis  to  depend  upon  such  uncertninties  of  a 
gambler's  market  for  our  bwf  production. 

Mr.  Morris  (interpo^inp).  Did  he  figfure  his  ho<rs  l>ehind  his  steers. 

Mr.  Stephens.  I  pn»sume  he  figured  that  in  the  lonp  nin  it  was 
advanta^HHis  for  him  to  feed  cattle  on  account  of  consuming  his 
roughage  and  the  material  that  he  could  not  otherwise  market. 

Mr.  Morris.  It  does  that,  and  it  also  helps  the  farm. 

Mr.  Stephkns.  Yes. 

Mr.  Morris.  You  will  notice  that  the  farms  that  are  valuahio  and 
the  farms  that  improve  in  value,  are  the  fanus  on  which  they  carry 
live  stock. 

Mr.  Stephens.  Do  you  believe  it  would  l)e  to  the  interest  of  all 
concerned  if  we  could  work  out  some  Fort  of  a  plan  whereby  there 
could  be  a  gi'eater  stability  of  the  market  for  live  stoi'k,  an<l  do  you 
see  anything  in  this  law,  or  in  this  proposed  legislation,  that  is  cal- 
culated to  do  that  i 

Mr.  Morris.  I  do  not  believe  the  proposed  legislation  would  do 
that.  I  think  it  would  l)e  a  wonderfully  fine  thing,  not  only  for  the 
producer  and  consumer,  but  also  for  the  packer,  if  that  aniUl  lie 
worked  out.  However,  I  have  not  heard  anything  suggested  to  date 
that  would  work  it  out. 

Mr.  Stephens.  The  producer  is  the  only  factor  in  this  scheme 
from  production  to  the  consumer  who  has  not  an  opportunity  to  pro- 
tect himself  in  some  degree ;  and  it  seems  to  me  that  it  is  as  much  to 
the  interest  of  the  packers  as  it  is  to  the  producers  and  consumers 
that  some  sort  of  plan  l>e  worked  out  whert>by  the  producer  with 
greater  security  can  enter  into  this  business  of  producing  meat  ani- 
mals. I  think  it  is  up  to  you  men  who  are  in  the  business  to  help 
solve  this  problem  and  find  the  proper  way.  Have  you  any  suggi*s- 
tion  at  all* 

Mr.  Morris.  I  think  there  can  be  closer  cooperation  among  the 

E acker  and  the  producer,  and  I  think  there  should  be,  and  our  finn 
as  tried  to  establish  closer  relations.  During  the  last  few  years  I 
have  been  at  a  great  many  of  the  cattle  conventions.  I  know  a  good 
many  cattle  men  and  hog  men  pereonally.  We  are  trying  to  work 
closer  to  them.  If  there  was  some  way  of  making  the  nm  more 
stable — I  mean,  not  have  a  glut  one  week  and  a  shortage  the  next 
week — that  would  help  to  a  large  extent. 

Mr.  Stephens.  Are  not  the  packers  to  blame  for  that? 

Mr.  Morris.  No,  sir;  they  are  not. 

Mr.  Stephens.  I  noticed  in  one  of  Mr.  Swift's  statements — and  I 
regret  I  dijl  not  ask  him  the  question  when  he  was  on  the  stand- 
in  one  of  his  publications  that  higher  prices  were  paid  on  the  day< 
of  a  glut  than  on  the  other  days,  and  he  (juoted  some  journal,  either  a 
stock  journal  or  an  agricultural  bulletin  to  that  effect,  and  that  was 
used  as  a  defense,  because  it  was  charged  by  the  producers  that  a  glut 
was  encouraged  in  order  that  the  prices  might  l)e  beaten  down.  I -5 
your  opinion  in  harmony  with  that,  that  the  price  is  higher  on  th<* 
davs  of  a  glut  than  otherwise  i 

Nir.  Morris.  I  have  not  st^en  figiu'es  on  that.  I  would  not  think 
that  was  so. 

Mr.  Stephens.  T  would  net  think  so,  either. 

Mr.  MfiRRis.  I  might  say  also  that  if  cattle  are  lower  on  a  glut,  that 
means  a  glut  to  the  eastern  markets  on  our  l>eef  and  it  also  means 
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that  beef  is  lower.  It  is  not  to  the  advantage  of  the  packers  to  have 
too  large  shipments  east.  I  mean  that  that  means  a  gUitted  condi- 
tion in  the  eastern  market  and  it  means  we  are  selling  our  beef  on 
a  glutted  market,  which  means  lower  prices. 

Mr,  Stephens.  Now,  Mr.  Morris,  there  bas  been  a  great  deal  of 
testimony  here  in  regard  to  competition.  Of  course,  I  think  we  all 
believe  there  is  competition,  but  whether  that  competition  makes 
prices  higher  or  lower  is  another  question.  Now,  this  is  true,  is  it 
not,  that  if  Omaha  bid  higher  for  beef — that  is,  if  your  Omaha  buyer 
bids  higher  for  beef  than  your  Sioux  City  buyers — you  would  ruin 
your  Sioux  City  market  and  vice  versa. 

Mr.  Morris.  In  that  connection;  we  are  not  interested  in  Sioux 
City. 

Mr.  Stephens.  I  am  assuming  that  the  five  packers  are,  you  un- 
derstand^ and  the  point  I  wanted  to  make  is  that  these  markets  must 
be  equalized  and  the  price  must  be  approximately  the  same,  other- 
wise you  would  break  up  some  of  them  and  they  would  have  to  go 
out  of  business. 

Mr.  Morris.  If  some  market,  especially  a  smaller  market,  is  too' 
low  compared  with  another  market,  with  the  shipping  cost  figured 
in,  they  will  not  get  the  live  stock. 

Mr.  Stephens.  Ceitainly  not,  and  as  a  matter  of  self  defense  you 
have  got  to  have  the  prices  comparatively  the  same.  While  you  do 
not  agree  on  the  prices,  it  is  common  sense  that  you  would  have  to 
have  the  price  approximately  the  same,  would  you  not? 

Mr.  Morris.  If  the  market  is  low  at  any  point,  we  try  to  buy  all 
the  cattle  and  hogs  we  /can  at  that  point.  1  presume  other  people,  ac- 
cording to  good  Dusiness,  would  do  the  same  thing.  They  will  not 
stay  low  very  long. 

Mr.  Stephens.  So  that  results  in  the  leveling  of  the  prices  between 
all  of  these  markets? 

Mr.  Morris  At  the  end  of  the  year  there  will  be  comparatively 
little  difference  in  the  average  of  the  market  when  you  consider  the 
difference  in  railroad  transporation,  railroad  freight  rates,  and  so 
forth. 

Mr.  Stephens.  And  that  same  principle  prevails  among  the  buy- 
ers of  the  packers. 

Mr.  Morris.  And  it  also  prevails  among  the  country  buyers  on 
feeders  or  anything  else. 

Mr.  Stephens,  i  es ;  you  have  got  to  strike  about  an  average  that 
will  enable  them  all  to  stay  in  the  business  or  else  the  poor  buyers 
or  those  who  worked  at  a  disadvantage,  would  all  go  out  of  business. 

Mr.  Morris.  I  presume  that  is  so,  also  in  regard  to  coal,  salt,  or 
any  other  commodity  we  could  name.  If  there  are  some  people  who 
can  market  their  stuff  cheaper  than  the  i^st  the  rest  will  have  to  get 
down  to  that  basis  or  they  will  not  be  able  to  sell  it. 

Mr.  Stephens.  In  connection  with  the  proposed  legislation,  will 
that  competition  be  increased  any  provided  the  stockyards  are  trans- 
ferred to  the  carriers  ? 

Mr.  Morris.  No,  sir. 

Mr.  Stephens.  And  if  it  were  increased,  would  it  help  the  pro- 
lucer  any?  Would  not  these  prices  all  level  up  exactly  the  same, 
whether  there  was  one  more  packer  or  less  on  a  yard. 
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Mr.  Morris.  I  believe,  personally,  that  the  packer  has  been  a  big 
help  to  the  live  stock  man  in  this  way ;  that  he  has  gone  out  nearer 
the  points  of  production  and  started  small  stockyards.  I  believe  it 
is  to  the  advantage  of  the  live  stock  man  to  have  us  do  so.  I  do  not 
believe  any  one  outside  of  the  packers  would  do  it,  and  I  think  tlie 
packers  support  these  small  markets,  not  on  a  small  run,  but  when 
there  is  a  glut  of  stuff,  and  that  is  decidedly  to  the  advantage  of  the 
producer. 

Mr.  Barkley.  Mr.  Morris,  just  a  question  or  two.  I  notice  in 
vour  printed  statement  a  good  many  sentences  and  words  have 
been  erased ;  was  that  done  by  you  ? 

Mr.  Morris.  Yes,  sir;  I  would  like  to  say  in  that  connection  that 
I  have  tried  to  keep  above  personalities  in  writing  this  statement, 
and  the  thing  was  printed  in  Chicago,  and  when  I  got  it  down  here 
I  read  the  thing  through  and  at  a  few  places  personalities  cropped 
out  in  the  thing,  and  I  tried  to  overcome  that.  I  have  tried  to  put 
this  thing  on  its  merits  before  this  committee  and  leave  personalities 
out  of  it. 

•  Mr.  Barkley.  So  you  decided  after  reading  it  over  that  there 
were  still  some  trace  of  personalities  left  and  that  you  had  better 
scratch  them  out. 

Mr.  Morris.  Yes,  sir.  I  wanted  this  to  be  judged  on  its  true  basis 
and  not  on  the  question  of  personalities. 

The  Chairman.  Mr.  Morris,  inasmuch  as  Mr.  Doremus  has  re- 
ferred to  the  matter  and  you  have  made  a  statement  about  it,  there 
does  appear  on  page  131  of # your  printed  pamplilet,  which  is  now  in 
the  record  as  a  part  of  your  statement,  the  following : 

We  have  one  Illustration  in  tbis  conntrv  of  what  apItaUon  and  nilsivjire- 
sentation  will  do.  We  now  have  the  railroads  on  our  haiidfl.  with  an  enor- 
mous Incumbrance  which  the  people  in  the  end  nuist  i)ay.  It  is  probably  thr 
consensus  of  opinion  that  the  people  and  the  (tovernment  must  now  Im*  fair  n* 
that  railroads  and  that  it  is  in  the  int'^rest  of  the  people  jrenerally  that  tbfj 
should  be  fairly  treate<l.  But  it  would  have  ht»en  infinitely  better  If  that  atti- 
tude had  been  reached  sooner. 

That,  of  course,  is  made  with  i-eference  to  the  raili'oads,  and  com- 
ing from  a  man  like  yourself  who  undoubtedly  does  have  and  has  ha<l 
vast  business  relations  with  the  railroads,  the  public  would  naturally 
presume  that  you  knew  what  you  were  talking  aoout  and  so  do  I,  and  it 
seems  to  me  like  that  is  a  very  strong  indictment  of  the  Government 
and  of  the  people. 

Mr.  Morris.  Mr.  Chairman 

The  Chairman.  Let  me  finish,  please.  You  say  "  We  have  one 
illustration  in  this  country  of  what  agitation  and  misrepi^esentation 
will  do."  That  is  an  indirect  charge  that  agitation  and  misrepre- 
sentation brought  the  railroads  into  the  condition  which  you  in  part 
portray,  and  I  want  to  know  if  you  know  of  a  single  case"  in  which  a 
receiver  has  been  appointed  for  any  railroad,  or  in  which  any  rail- 
road has  been  injured  from  1886,  which  was  before  the  interstate 
commerce  act  of  1887  was  passed,  up  to  the  present  time,  wliere  the 
records  in  the  case  would  show  or  indicate  that  the  cause  of  the  fail- 
ure of  that  particular  railroad  company  was  due  to  agitation  or  to 
the  action  or  the  Government,  either  State  or  National,  or  to  insuffi- 
cient rates.  Do  you  know  of  a  single  receivership — and  of  course 
that  means  the  failure  of  a  railroad  financially  when  it  goes  into  the 
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hands  of  a  receiver,  and  of  course  you  know  what  that  means — do  you 
know  of  a  single  instance  where  any  receiver  of  any  railroad  has 
been  appointed  based  indirectly  upon  public  agitation  or  the  acts 
of  Congress,  or  the  acts  of  State  legislatures,  or  State  regulative 
bodies. 

Mr.  Morris  Mr.  Chairman,  I  do  not.  I  do  not  think  I  was  a  very 
good  writer  on  that  particular  paragraph.  The  point  I  tried  to  make 
was  this:  I  hope  the  railroad  problem  will  work  out  all  right,  but 
at  the  present  time  it  is  in  quite  a  jumble,  and  I  do  not  want  the 
pacldng  business  to  get  into  that  kind  of  a  jumble,  and  I  believe  that 
constant  criticism  would  in  time  put  the  packing  houses  on  a  good 
deal  the  same  basis  as  the  railroads.  I  do  not  believe  any  industry 
can  survive  constant  criticism. 

The  Chairman.  You  state  further: 

We  now  have  the  railroads  on  our  bands,  with  an  enormous  encumbrance 
wbicb  tbe  people  In  the  end  must  pay.  It  is  probably  the  consensus  of  opinion 
that  the  people  and  the  Government  must  now  be  fair  to  the  railroads  and 
that  it  is  in  the  interest  of  the  people  generally  that  they  should  be  fairly 
treated. 

Now,  is  not  that  an  indirect  charge  that  the  people  and  the  Gov- 
ernment have  not  been  fair  to  the  railroads  and  that  they  have  not 
been  fairly  treated? 

Mr.  Morris.  My  point  is  this:  Whether  it  is  lack  of  eflSciency  pr 
whatever  the  cause  was,  up  to  the  time  the  Government  took  hold  of 
the  railroads,  the  railroacfe  did  not  keep  their  equipment  up.  They 
claim — whether  it  is  so  or  not  I  do  not  know — ^that  they  did  not  receive 
enough  fares  and  freight,  and  so  forth,  to  keep  up  their  equipment. 
I  believe  that  this  country  would  have  been  a  great  deal  better  off 
if  the  eflSciency  of  the  railroads  had  been  kept  up. 

The  Chairman.  And  you  then  comment: 

But  it  would  have  been  infinitely  better  if  that  attitude  had  been  reached 
sooner. 

That  is,  an  attitude  of  fairness.  Now,  I  want  to  ask  you,  Mr. 
Morris,  as  a  large  shipper  for  many,  many  years,  and  your  ancestors 
before  you,  whether  in  the  use  of  the  railroads  they  have  not  received 
sufficient  compensation  for  the  services  they  have  rendered  you,  or 
wliether  you  have  received  a  public  utility  service  for  less  than  it 
was  wortli,  and  have  been  a  direct  beneficiary  of  what  you  here  call 
unfairness  and  insufficiency  of  rates.  If  what  you  say  is  true,  does 
not  that  inevitably  follow? 

Mr.  Morris.  Yes,  sir.  • 

The  Chairman.  Now,  has  that  been  due  to  the  fact  that  you  were 
not  fair  to  these  roads  and  did  not  want  them  to  have  just  compensa- 
tion for  the  service  they  rendered,  having  been  a  large  and  direct 
beneficiary  of  the  insufficient  rates  which  you  paid  them? 

Mr.  Morris.  Mr.  Cliairman,  we  have  paid  the  published  rates,  the 
rates  which  the  Insterstate  Commerce  Commisison  has  considered 
fair.  We  have  paid  the  same  rates  that  other  shippers  have  paid. 
I  do  think  it  would  have  been  better  if  the  railroads  had  kept 
their  railroad  property  up  in  sliape.  Just  before  this  Government 
took  over  the  railroads  there  was  a  great  deal  of  congestion  which 
affected  our  business  very  badly.  We  had  stale  beef  coming  east; 
I  mean,  beef  instead  of  taking  four  or  five  days  to  come  east,  would 
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take  a  week  or  two  weeks.     Now,  if  the  equipment  had  been  in  shape, 
I  do  not  believe  that  would  have  been  so. 

The  Chairman.  But  the  fact  of  insufficient  equipment,  according 
to  the  logic  of  your  statement,  must  be  due  to  the  fact  that  you  and 
other  shippers  have  not  paid  them  sufficient  freight  rates  to  enable 
them  to  have  the  equipment,  and  therefore  have  been  directly  the 
cause  of  the  condition  into  which  they  were  precipitated. 

Mr.  Morris.  Wliether  there  were  sufficient  freight  rates  or  not, 
Mr.  Chairman,  I  believe  I  am  a  very  poor  person  to  go  into  that. 
I  do  not  look  after  the  railroad  end  of  our  business.  I  know  at  the 
present  time  we  are  paying  more  freight  rate  than  we  did.  Of 
course,  ever}  thing  else  is  higher. 

The  Chairman.  In  other  words,  the  freight  rates  now,  while  they 
may  not  be  adjusted  properly,  are  not  high  m  proportion  to  the  value 
of  the  property  moved ;  that  is,  higher  than  they  were  when  property 
which  they  moved  was  so  much  lower  than  now;  and  is  it  not  a  fair 
inference — I  do  not  mean  for  you  to  justify  the  present  railroad 
schedules,  because  I  do  not  know  enough  about  it  to  venture  an 
opinion — ^but  I  say  that  a  25  per  cent  increase  relatively,  and  com- 
parable with  the  value  of  the  products  moved,  is  not  higher  than  the 
freight  rate,  that  was  paid  when  products  were  worth  perhaps  not 
more  than  half  what  they  are  now. 

•  Mr.  Morris.  Our  product  has  advanced  in  value  a  eood  deal  faster 
than  freight  rates  have  advanced.  I  am  told  that  when  the  Govern- 
ment took  control  it  was  shown  that  freight  rates  had  not  worked 
up,  while  almost  everything  else  had  worked  up. 

The  Chairman.  Did  you  or  your  company,  or  any  other  packer 
you  know  of,  ever  petition  the  Interstate  Commerce  Commission  or 
any  State  commission  to  increase  freight  rates  on  the  products  you 
were  handling;  I  mean,  before  the  present  war  came  on? 

Mr.  Morris.  Not  that  I  know  of,  Mr.  Chairman,  but  I  do  not  lor»k 
after  the  railroad  end  of  Morris  &  Co. 

The  Chairman.  But  you  are  looking  after  unfairnesses  and  injus- 
tices and  prejudices,  and  if  you  were  getting  an  unreasonably  low 
rate  on  the  shipment  of  your  products,  anci  if  you  were  a  direct 
beneficiary  of  this  unfairness,  it  seems  to  me  you  would  have  wanttn! 
to  remove  it,  and  that  it  would  naturally  have  occun^d  to  you. 

Mr.  Morris.  Mr.  Chairman,  we  are  willing  to  pay  a  fair  rate  ft>r 
our  freight,  but  we  want  to  be  on  about  the  same  basis  that  other 
shippers  are  on ;  I  mean,  relatively.  It  is  certain  we  would  not  want 
our  rales  advanced  if  there  was  no  advance  in  other  rates. 

The  Chairman.  No;  I  do  not  mean  to  petition  them  to  increa?** 
your  rates,  but  to  increase  rates  generally,  so  that  the  railroads  miirtit 
sufficiently  equip  themselves  and  might  sufficiently  maintain  them- 
selves  to  serve  the  public;  but  having  been  one  of  the  largest  liene- 
ficiaries  in  the  I'^nited  States  at  the  excessively  low  rates,  judgini;  l»y 
your  statement  here  that  they  have  been  low,  and  that  their  condition 
was  brought  on  them  through  insufficient  earnings,  by  reason  of  mis- 
representation and  agitation,  I  would  have  thought  the  matter  would 
have  occurred  to  vou  earlier  than  it  has,  and  that  vou  would  \\n\i* 
done  something  to  bring  about  juvstice  to  the  railroads  at  a  time  when 
it  would  have  prevented  them  from  getting  into  this  bad  condition. 
According  to  jour  inference,  and  I  do  not  know  whether  your  in- 
ference is  correct 
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Mr.  Morris  (interposing) .  Mr.  Chairman,  I  know  this,  that  at 
certain  terminals,  etc.,  where  the  railroads  thought  they  needed  an 
advance  in  rates  and  could  show  that  thej^  needed  an  advance  in 
rates,  we  did  not  oppose  it.    That  I  do  know. 

The  Chairman.  As  Mr.  Doremus  brought  the  matter  up 

Mr.  Morris  (interposing).  I  do  not  want  this  to  be  a  criticism  in 
any  way  of  the  way  the  Government  has  handkd  the  railroads  or 
of  the  way  the  railroads  were  operated. 

The  Chairman.  I  do  not  understand  that  this  refers  to  Govern- 
ment operation. 

Mr.  Morris.  It  does  not. 

The  Chairman.  It  refers  to  conditions  prior  to  Government  opera- 
tion. 

Mr.  Morris.  I  am  simply  trying  to  make  this  one  point:  That  the 
railroads  at  the  present  time  are  in  a  muddle,  and  I  think  a  good  deal 
of  that  muddle  has  been  on  account  of  agitation,  etc. 

The  Chairman.  Misrepresentation  is  what  you  state  here. 

Mr.  Morris.  Yes;  and  I  do  not  want  the  packing  business  to  get 
into  that  muddle.  I  know  it  is  not  in  our  interest,  and  I  know  it  is 
not  in  the  interest  of  the  producer,  and  I  know  it  is  not  in  the  interest 
of  the  consumer,  and  I  know  it  is  not  in  the  interest  of  the  country. 

The  Chairman.  Mr.  Morris,  it  does  not  seem  to  me  that  the  pack- 
ing industry  is  on  all  fours  with  the  railroad  business.  You  are  not 
classed  as  a  public  utility  and  the  railroads  are.  You  can  not  go  out 
and  condemn  a  man's  property  and  take  it  away  from  him  for  a  pack- 
.ing  plant,  but  the  railroads  can;  and  therefore,  I  do  not  think  there 
is  any  probability  that  you  can  possibly  ever  get  into  the  trouble 
which  you  say  the  railroads  have  gotten  into  for  the  reason  that  there 
is  no  public  utility  commission  to  fix  a  price  on  your  products,  either 
as  a  buyer  of  raw  material  or  as  a  seller  of  the  finished  products. 

Mr.  Morris.  Mr.  Chairman,  there  is  not,  at  the  present  time,  and  I 
hope  there  never  will  be.  Under  this  bill,  however,  under  the  license 
law,  as  I  read  it,  the  agency  that  carried  out  this  law  could  carry  it 
out  on  about  any  basis  they  wanted  to,  and  it  would  be  very  easy  to 
put  us  in  that  shape. 

The  Chairman.  I  want  to  ask  you,  Mr.  Morris,  whether  you  agree 
with  what  has  been  stated  by  Mr.  Armour  and  Mr.  Swift — I  do 
not  mean,  of  course,  the  exact  words — as  to  the  general  charge  or 
statement  or  alleged  fact  that  if  the  refrigerator  cars  or  beef  cars  or 
the  special  facilitie-s  cars,  whatever  you  want  to  call  them,  now  being 
used  b}^  the  packer,  if  they  were  turned  over  entirely  to  the  railroads 
and  you  had  to  depend  entirely  upon  the  railroads  to  perform  the 
service  with  those  cars  that  the  packers  are  now  performing  with 
them,  whether  they  are  big  or  little  packers,  that  it  would  not  bq  done 
as  efficiently,  as  cleanly,  and  with  as  much  regard  to  sanitation  as  it 
is  now  done  by  the  packers  who  own  these  private  cars.  What  is  your 
own  judgment  about  that  from  your  experience? 

Mr.  Morris.  I  believe  that  if  the  private  cars  were  turned  over  to 
the  Eailroad  Administration,  that  at  times,  when  we  needed  cars  to 
ship  our  beef  east,  we  would  not  have  the  cars,  and  therefore  we 
would  be  unable  to  buy  the  cattle  in  the  yards.  As  I  said  yesterday, 
our  coolers  only  hold  three  or  four  days'  supply  of  beef  at  our  pack- 
ing plants,  and  if  we  caft  not  ship  the  beef  promptly,  the  whole  thing 
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backs  up  and  we  are  unable  to  buy  the  cattle.  Now,  I  do  not  believe 
that  is  in  the  interest  of  the  producer,  and  that  would  also  mean  that 
we  would  not  have  the  beef  in  the  east  to  sell,  and  I  do  not  believe 
that  is  in  the  interest  of  the  consumer. 

As  I  stated  in  my  statement  here,  our  cars  have  been  operated  at  a 
loss.  A  year  ago  we  had  to  buy  a  number  of  new  cars  because  we 
were  getting  in  a  situation  where  our  business  was  too  big  for  the 
amount  of  cars  we  had  on  hand.  We  had  to  pay  a  very  high  price 
for  those  cars  and  we  knew  we  would  operate  them  at  a  loss,  but  in 
spite  of  this  fact,  in  order  to  keep  our  coolers  cleaned  up,  we  had  to 
buy  enough  equipment  so  as  to  get  our  Chicago  beef  out  of  the  way, 
so  we  could  kill  other  beef.    Do  I  make  myself  clear  on  that  ? 

The  Chairman.  I  think  so.  I  am  not  at  all  making  any  charge  or 
any  complaint  of  the  packers,  large  or  small,  having  acquired  their 
own  private,  facility  cars  or  refrigerator  cars,  if  they  thought  it  was 
in  the  public  interest,  or  even  in  their  own  private  interest  to  do  so. 
In  other  words,  if  they  handle  the  meat  more  expeditiously  and  more 
cleanly  and  in  a  more  sanitary  manner,  they  in  that  way  serve  the 
public  interest;  but  I  did  get  the  impression  very  distinctly  from 
these  other  gentlemen  or  from  one  of  them,  and  I  have  heard  it  from 
others,  for  instance,  from  men  who  are  not  packers,  but  men  who  are 
growers,  that  they  were  very  much  afraid  that  if  the  railroad  com- 
panies took  charge  of  this  service  they  would  not  perform  it  as  effi- 
ciently or  as  cleanly  or  in  as  sanitary  a  manner  as  it  is  now  per- 
formed by  those  who  own  these  cars.  Now,  what  I  want  to  know  is 
where  that  is  your  judgment  also? 

Mr.  Morris.  That  is  my  judgment.  I  do  not  believe  they  wouM 
be  taken  care  of  in  as  sanitary  a  manner.  I  do  not  l>elieve  tlie 
repairs  on  them  would  be  kept  up  as  well,  and  I  do  not  Iwlieves  tlio\ 
would  make  the  mileage  they  do  at  the  present  time.  The  Interstatt* 
Commerce  Commission  made  an  extensive  study  some  time  agi>  on  the 
question  of  ownership  of  private  cars,  and  1  have  in  nn'  article  herf 
somewhere  their  statement  on  it,  which  bears  out  absolutely  that 
privately  owned  cars,  especially  of  the  packers,  make  the  best  mile- 
age and  are  operated  the  most  efficiently  of  any  rolling  stock. 

The  Chairman.  Therefore  any  packer  who  has  to  depend  ui>on  the 
cars  furnished  by  the  railroad  companies  at  the  present  time  can 
not  hope  to  have  as  good  sen-ice  as  if  he  owned  the  cars,  or  a>  gtwxl 
service  as  those  packers  who  do  own  the  cars? 

Mr.  Morris.  I  do  not  think  he  can.  I  think  the  small  packers  liave 
<lone  very  well  to  got  along  as  well  as  they  have  without  owning  rars. 
I  do  think  also  that  the  railroads,  of  course,  favor  the  i)eople  who 
do  not  own  cars,  as  against  a  packer  who  owns  cai^s. 

The  Chairman.  T  got  the  impression,  either  from  Mr.  Swift  or 
possiblv  from  Mr.  Armour,  that  there  should  be  an  increase  of  the;* 
i'ars;  that  there  should  be  more  than  are  now  in  existence,  and  th.nt 
the  Government  might  furnish  those  cars,  and  that  in  the  distribu- 
tion of  any  cars  furnished  by  the  Government  in  the  way  of  an 
incix»ase,  preference  should  be  given  to  the  non-ar-owinj?  pai-kfr 
over  those  who  do  own  them.  T  do  not  mean  ex<*lusive  usie,  Iviit  « 
preference  in  the  distribution  of  those  cars.  Is  that  *?!iKtantially 
your  view  of  it? 
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Mr.  Morris.  I  think  they  would  have  to  give  the  fellows  who  did 
not  own  cars  the  preference. 

The  Chairman.  Do  you  think  if  the  Government  should  buy  and 
own  these  cars,  and  they  had  to  be  operated  by  the  railroad  com- 
panies, that  the  operation  of  those  cars  would  be  any  better  than 
the  ones  they  now  themselves  own,  which  are  performing  the  same 
service  ? 

Mr.  Morris.  I  do  not  see  whv  it  would  be  anv  better.  It  may  be 
that  if  they  had  more  cars  they  would  organize  a  little  better  and 
liave  a  little  more  efR  iency  on  them,  but  probably  there  would  not 
be  verv  much  difference. 

The  Chairman.  I  am  like  you,  and  I  can  not  see  why  there  would 
be  any  difference,  although  I  am  not  an  expert. 

Mr.  Morris.  We  iriake  the  owning  of  these  cars  a  separate  business 
in  itself.  We  have  a  case  which  has^  a  lot  of  boards  stuck  into  cubby- 
holes, and  each  board  has  the  number  of  a  car,  and  we  laiow  the 
location  of  that  particular  car  at  any  time.  Whenever  it  passes  a 
certain  point  we  are  notified  of  it,  and  if  any  one  of  those  cars  gets- 
on  a  sidetrack  we  have  a  man  to  get  on  top  of  it.  It  is  our  man's 
business  to  get  on  top  of  it. 

The  Chairman.  It  seems  to  me  almost  beyond  dispute,  taking  the 
testimony  which  has  been  given  by  the  packers  here,  in  so  far  as  opin- 
ion and  in  so  far  as  fa-'ts  go,  that  private-car  ownership,  compared 
with  railroad  ownership  of  the  same  kind  of  cars  and  private  opera-^ 
tion  of  privately  owned  cars  and  railroad  operation  of  railroad^ 
owned  cars,  is  so  different,  both  in  the  expedition  and  cleanliness  and 
sanitary  condition  of  the  cars,  as  to  make  it  prat  tically  impossible  for 
packers  not  ownin/^  cars  to  do  business  in  competition  with  those 
who  do  own  theni  m  the  same  markets  where  the  meat  is  sold.  It 
seems  to  me  that  makes  it  almost  beyond  controversy. 

Mr.  Morris.  They  have  been  able  to  do  it  some  way,  Mr.  Sims; 
that  is,  the  small  packers  who  do  not  own  cars. 

The  Chairman.  But  it  may  be  a  diminishing  business. 

Mr.  Morris.  No  ;  it  is  an  increasing  business. 

The  Chairman.  But  ought  it  not  be  a  diminishing  business,  if  it 
is  in  the  interest  of  the  piiblic  to  have  this  service  performed  in  the 
very  best  manner,  both  in  expedition  of  delivery  and  in  cleanliness 
and  sanitary  conditions?  It  is  in  the  interest  of  the  public  health  to 
have  the  service  performed  in  that  way,  and  perhaps  the  public 
health  had  better  oe  served  and  the  consumers  served  with  sanitary 
food  products,  even  if  we  have  to  have  an  absolute  monopoly  of  the 
service ;  and  what  I  want  to  get  at,  as  near  as  I  can,  is,  first,  from  the 
standpoint  of  private  noncar  owner  who  has  to  depend  upon  the 
railroad  car,  even  though  the  railroads  might  increase  their  cars  to 
have  enough  so  far  as  capacity  is  concerned  to  move  all  the  product; 
still,  if  the  railroads  themselves  do  not  operate  those  cars  as  effi- 
ciently and  in  as  cleanly  and  as  sanitary  a  manner  as  the  private 
car  owners,  the  public  would  not  patronize  them  and  ought  not  to 
patronize  them,  Ibecause  the  public  ought  to  buy  the  food  products 
that  are  cleanly  and  are  handled  in  a  cleanly  and  sanitary  manner. 
They  ought  to  buy  those  products,  and  therefore,  from  the  stand- 
point of  public  health,  it  seems  to  me  the  evidence  here,  as  developed 
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by  the  packers,  will  make  the  use  of  cars,  these  special  facility  car>. 
furnished  by  the  railroads  grow  less  and  less,  because  whenever  the 
public  know  and  believe  they  get  a  more  healthful  or  whenever 
they  know  they  ^et  a  more  efficient  service  from  the  privately  owned 
cai^  they  are  going  to  patronize  them,  and  they  ought  to  patronize 
them.  It  looks  to  me  that  it  is  absolutely  compulsory  and  that  it 
will  have  a  tendency  to  force  all  parties  who  do  a  packing  business 
to  own  these  cars  or  else  go  out  or  business,  if  the  railroads  can  not 
be  forced  to  give  as  sanitary  and  as  cleanly  and  as  expeditious  a 
service  as  the  others.    Now,  that  is  a  question  to  be  considered. 

Mr.  Barkley.  I  just  want  to  offer  a  suggestion  there. 

Mr.  Hamilton.  Did  the  witness  get  an  opportunity  to  answer  tht» 
chairman's  question? 

Mr.  Barkley.  I  did  not  understand  the  chairman  had  asked  a 
question. 

The  Chairman.  I  was  simply  making  a  statement. 

Mr.  Morris.  I  would  like  to  answer  that  statement  if  I  may  take 
the  liberty,  and  also  possiblv  make  a  suggestion. 

The  Chairman.  Very  wxfl. 

Mr.  Morris.  I  would  like  verv  much  to  see  the  railroads  put  on 
more  refrigerator  cars.  I  woul(l  like  to  see  them  increased  enough 
so  that  the  small  packers  could  have  all  the  refrigerator  cars  they 
want,  antl  also  the  large  packers.  If  these  cars  were  kept  strictly  in 
the  meat  service  and  not  used  fgr  shipping  fish  or  onions  and  that 
kind  of  stuff,  the  packers  could,  if  necessary,  take  care  of  them  them- 
selves  the  same  as  they  do  their  own  cars  now.  As  far  as  Morris  & 
Co.  are  concerned,  if  it  ever  gets  to  the  point  where  the  railroads 
have  enough  refrigerator  cars  to  furnish  us  with  cars,  we  are  not 
going  to  build  cars  that  we  know  are  going  to  lose  us  money;  but 
until  they  do  get  in  that  shape,  we  want  to  hold  on  to  the  cars  we 
have  got. 

The  Chairman.  In  other  words,  in  order  to  perform  the  service 
you  are  i)erforming,  you  consider  that  they  are  absolutely  vital  to 
your  business. 

Mr.  Morris.  Absolutely. 

The  C^HAiRMAN.  And  you  are  compelled  to  own  private  cai's  antl 
operate  them  at  a  loss. 

Mr.  Morris.  Yes,  sir. 

The  Chairman.  And  the  loss  has  to  be  made  up  from  other  rev- 
enue-producing branches  of  your  business? 

Mr.  Morris.  Yes,  sir. 

Mr.  Barkley.  I  would  like  to  ask  Mr.  Morris  a  question.  Do  you 
send  your  men  out  on  a  train  of  cars  in  addition  to  the  regular  crew 
of  the  railroads? 

Mr.  Morris.  I  do  not  believe  we  have  any  one  riding  an^'  particular 
trains,  but,  for  instance,  if  any  point  gets  badly  congested,  we  shoot  h 
man  out  there  right  away,  and  try  to  get  our  cars  out  of  there^  an*l 
if  we  have  any  more  cars  coming  through  there,  we  try  to  switdi 
switch  them  around  by  some  other  route  so  we  do  not  hit  that  point. 

Mr.  Barkley.  You  said  a  while  ago  that  if  your  cars  got  on  a  .sidt* 
track,  your  man  got  immediately  on  them,  and  I  was  wondering  if 
you  had  a  man  right  there  on  the  spot,  so  that  if  a  car  got  on  a  idde 
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track  and  was  there  a  day  or  two,  you  had  somebody  there  whose 
business  it  was  to  hitch  an  engine  and  pull  it  out. 

Mr.  Morris.  No;  we  cannot  do  that.  The  engines  belong  to  the 
railroads,  but  we  keep  a  man,  we  will  say,  in  Buffalo,  and  probably 
several  other  men  around,  and  if  there  is  a  car  that  has  passed  Buf- 
falo and  has  not  passed  the  next  station  in  a  day  or  two,  the  Buf- 
falo man  will  try  to  find  out  from  the  railroads  where  it  is,  and  what 
is  the  matter,  and  if  he  cannot  get  the  information  from  the  railroad 
he  goes  down  and  looks  after  it  for  himself. 

Mr.  Bafki^ey.  So  that  one  of  the  reasons  why  your  cars  can  go  so 
much  faster,  on  an  average,  than  the  cars  of  the  smaller  packers  or 
the  railroad's  cars  that  the  small  packer  is  using,  is  because  he  has 
not  either  the  money  or  the  facilities  for  tracing  that  car  up.    If  it 

fets  side-tracked  somewhere,  it  waits  there  until  the  railroad  sees 
t  to  move  it  out,  whereas,  if  it  is  your  car  that  is  side-tracked,  you 
send  sombody  up  there  to  get  after  the  railroad  company  and  get  it 
out. 

Mr.  MoRBis.  I  think  that  has  something  to  do  with  it.  1  think 
there  is  one  reason  that  is  a  bigger  reason  than  that,  and  that  is,  our 
cars,  the  majority  of  them,  move  from  our  plant  in  Chicago  and 
further  west  to  the  Atlantic  coagt.  Now,  that  is  a  long  run  and 
there  are  no  stops  in  between ;  I  mean,  no  stops  from  our  standpoint 
outside  of  icing,  and  they  are  moved  principally  in  train-load  lots. 
Now,  the  cars,  of  the  small  packers,  as  a  rule,  do  more  or  less  of  a 
local  business,  a  car  route  business.  Now,  those  cars,  of  course,  can 
not  make  the  same  run  as  the  cars  going  to  the  Atlantic  Coast.  Our 
cars  and  our  car  route  service  do  not  average  anywhere  near  the 
distance  in  milage  that  other  cars  do.  I  noticed  by  the  report  that 
Cudahy's  cars  make  a  little  better  mileage  than  any  of  the  packers, 
and  I  attribute  that  to  the  fact  that  all  of  their  plants  are  west  of  the 
river,  further  west  than  Chicago,  and  they  have  a  longer  run.  I  do 
not  believe  the  small  packer  gives  his  cars  the  same  class  of  service 
that  the  big  packer  does,  on  an  average. 

The  Chairman.  Mr.  Morris,  I  suppose  you  do  admit — ^but  of 
course  I  do  not  want  you  to  admit  it  because  I  ask  the  question 
in  that  way — that  the  transportion  and  the  movement  of  these  cars, 
the  movement  of  the  freight  itself,  is  a  transportation  function 
pure  and  simple.  I  say,  is  it  your  view  that  that  is  a  transporta- 
tion service? 

Mr.  Morris.  I  think  this  business  should  have  originally  been 
done  by  the  railroads,  but  the  railroads  would  not  do  it  and  the 
packers  have  to  do  it.  It  is  an  accessory  to  their  business,  and  un- 
til the  railroads  g?t  enough  cars  of  their  own,  let  the  packers  have 
what  they  have  got. 

The  Chairman.  It  is  admitted,  as  I  remember  it,  in  the  Federal 
Trade  Commission's  statement  by  Mr.  Colver,  that  this  thought  of 
putting  in  a  refrigerator-car  service  was  first  originated  by  the 
packers  and  the  railroads  refused  absolutely  to  do  it. 

Mr.  Morris.  Yes,  sir. 

The  Chairman.  And  in  order  to  get  it  done,  the  packers  did  it 
themselves,  and  took  a  chance  on  losing  money  and  made  a  great 
success  of  it,  and  it  was  a  great  benefit  to  the  public.    The  people 
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got  a  service  that  they  otherwise  could  not  have  received,  and  the 
packers  are  entitled  to  the  credit,  even  if  it  was  from  purely  men  e- 
narv  or  selfish  motives. 

Mr.  Morris.  Yes,  sir. 

The  Chairman  (continuing).  For  at  least  having  done  that  which 
was  a  benefit  to  the  country  to  be  done;  but  it  was  a  transporta- 
tion service,  and  evidently  that  was  in  the  minds  of  the  packers 
or  they  would  not  have  gone  to  the  railroads  for  permission  to  put 
them  on  after  urging  the  railroads  themselves  to  put  them  on. 
Now,  admitting,  all  that,  is  it  not  a  reasonable  inference,  remember- 
ing that  the  railroad  companies  are  privately  owned  and  privately 
operated,  but,  of  course,  being  public  utilities,  they  are  under  regu- 
lation as  to  practices,  rates,  and  charges  and  so  forth,  that  they  do 
not,  without  compulsion  either  of  law  or  of  public  sentiment,  render 
any  nonrevenue-producing  service  that  they  can  put  on  to  some- 
body else.  Does  not  your  case  illustrate  that  point*  You  are  oper- 
ating these  cars  at  a  loos,  and  the  railroads  would  not  do  it  at  all 
when  they  had  to  install  the  system  as  a  venture  of  their  own. 

Mr.  Morris.  I  do  not  suppose  they  want  to  start  in  a  losing  busi- 
ness, Mr.  Chairman. 

The  Chairman.  They  did  not  know  it  to  be  a  losing  business  at 
the  start  anv  more  than  you  did,  but,  naturally,  they  would  not 
want  to  go  into  it  now;  and  it  does  show  one  thing,  that  the  rail- 
roads are  not  doing  that  which  they  could  do,  because  if  they  were 
of  a  mind  to  spend  the  money  and  lose  it  the  same  as  you  do,  they 
could  perform  this  service.  I  do  not  know  what  the  regulative 
bodies  would  say  about  it,  but  I  naturally  suppose  the  regulative 
bodies  or  the  commissions  of  the  States  ana  the  Nation  would  allow 
them  a  rate  for  that  special  service  that  would  be  compensatory, 
or  at  least  pay  them  their  out-of-pocket  cost,  but  they  will  not  do 
it,  and  they  will  not  render  the  service,  and  I  suppose  the  reason 
they  do  not  render  the  service  is  because  there  is  no  profit  in  it  to 
them  but  a  loss. 

Have  you  your  annual  statement  there  as  to  expenses,  etc.?  It  is 
not  printed,  I  believe,  as  a  part  of  your  printed  statement. 

Mr.  Morris.  I  have  our  statement  here.    Shall  I  show  it  to  you  ? 

The  Chairman.  I  would  like  to  see  it  a  moment,  and  then  have  it 
put  in  the  record. 

Mr.  Morris.  Yes. 

(The  statement  referred  to  follows:) 

MORRIS  A   COMPANY — GENERAL  BALANCE  SHEET. 

Morris  &  Company,  packers.  In  their  financial  report  for  year  endinR  Norero- 
ber  2ncl.  1918,  show  net  earnings  of  $4,217,858.84  upon  a  capital  inTestment  of 
$53,864,934.28,  or  7.837c.  This  is  less  than  1|  cents  on  each  dollar  of  aaleft. 
including:  by-products.  Their  volume  of  sales  shows  an  increase  of  $100.000.tino. 
while  the  profit  shows  a  decrease  of  over  $1,000,000.  Cash  in  bank  iihows  a 
gain  of  over  three  million  dollars,  while  total  liabilities  increased  slightly  ahot^ 
this  amount.  This  was  accomplished  by  paying  only  a  small  portion  of  the 
earnings  in  dividends  to  their  stockholders,  allowing  the  balance  to  remain  In 
the  business,  and  also  by  keeping  their  products  closely  sold.  They  were,  then»- 
fore,  able  to  go  through  the  year  without  any  refinancing. 
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Nov.  2, 1918. 


ASSETS. 

Packiog-hoose  real  ostete,  buildings,  and  machinery 

Branch  markets,  real  estate,  and  buildings 

Car  oqoipment 

Cash  in  banks  and  on  hand 

Inventories  of  products,  material,  and  supplies 

Investments,  stocks,  and  bonds 

Accounts  and  bills  receivable 

Total 

LIAKI!  ITIE8. 

Capital  stock 

Bonds ." 

Bills  payable 

Account^  payable  and  reserve  for  taxes 

Bond  interest  accrued 

Reserve  for  depreciation,  etc 

Surplus 

Total 


927,29S,476.57 
3,886.233.12 
0,819.337.23 
7,986.367.63 

41,839,500.^5 
6,146,0)^7.84 

19,229,342.72 


112,22.^351.36 


3 
10 
31 

3 

10 
52 


,000,000.00 
,700,000.00 
,988,a'>4.01 
,43i,  213.93 
166,500.00 
,112,719.72 
,823,863  70 


112,225,351.36 


Nov.  3, 1917. 


$15,073,096.26 
3.411,944.74 
3,301,150.64 
4,658,520.19 
42,254,640.69 
6,299.759.47 
16,178,454.71 

91,177,515.70 


3,000.000.00 
10,900,000.00 
25,990,209.37 

5,184,443.43 
167,587.50 

8.641.720.52 
37J293,654.88 


91,177,615.70 


Added  to  surplus  from  appraisal  of  packing-house  properties  and  car  equipment  as  of  December,  1916, 
$11,612,449.98. 

Income  account. 


Income: 

Net  profits  on  manufactures  and  sales 

Miscellaneous  earnings 

Expenditures: 

Interest  on  bonds 

Administrative  expenses 

Interest  on  borrowed  money,  taxes,  insurance,  etc 

Net  earnings , 

Less  dividends  paid 


1918 


$10,023,192.41 
634,885.89 


10,658,078.30 


487,500.00 
1,662.633.03 
4,290,086.48 


6,440,219.46 


4,217.858.84 
300,000.00 


3,917,858.84 


1917 


$10,358,489.40 
810,588.01 


11,169,077.44 


496,500.00 
1,494,406.22 
3,877,099.76 


5,868.005.97 


5,301,071.47 
150,000.00 


5,151,071.47 


The  officers  of  tlie  company  are  Nelson  Morris,  chairman  of  the  boarti ;  Ed- 
ward Morris,  president ;  C.  M.  Macfarlane,  vice  president  and  treasurer ;  L.  H. 
Heymann,  vice  president;  George  R.  Collett,  vice  president;  H.  A.  Timmins, 
secretary  and  assistant  treasurer ;  M.  W.  Borders,  general  counsel. 

The  report  to  the  stockholders  made  by  Edward  Morris,  president,  was  as 
follows : 

"  In  the  absence  of  the  chairman  of  our  board,  Captain  Nelson  Morris,  who 
is  with  our  Army  in  France,  I  submit  the  following  report : 

"  We  have  made  a  profit  of  $4,217,858.84  or  7.83%  on  the  capital  Invested  of 
$53,864,934.28,  after  making  our  usual  reserves  for  depreciation  and  taxes. 
While  our  profit  was  about  $1,000,000  less  than  last  year,  and  our  volume  of 
Siiles  Increased  over  $100,000,000,  our  profit  was  less  than  1|  cents  on  every 
dollar  of  our  sales,  including  by-products.  This  profit  is  very  small,  especially 
considering  the  fact  that  we.  are  handling  a  perishable  product,  and  is  consid- 
erably less  than  we  have  made  in  previous  yeara.  Although  we  have  operated 
under  the  Federal  Food  Administration  license,  we  have  not  made  the  profit 
which  was  considered  fair  and  allowe<l  under  their  rulings. 

**I  am  pleased  to  report  that  because  of  the  splendid  cooperation  of  our  sales 
managers  throughout  the  country,  we  kept  all  of  our  products  closely  sold  and 
our  inventories,  notwithstanding  higher  prices,  showed  no  increase,  thus  ena- 
bling us  to  go  through  the  year  without  refinancing  of  any  kind. 

"  During  the  year  dividends  of  $300,000  have  been  paid  while  the  balance  of 
our  earnings  has  been  left  in  the  business.    A  prominent  firm  of  appraisers 
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made,  as  of  December,  1916,  a  valuation  of  our  packing-house  properties  and 
rolling  stock,  which  on  a  conservative  basis,  showed  an  increase  in  the  value  of 
same  o^  $11,612,449.98,  and  this  amount  has  been  added  to  our  surplus  during 
the  year.  Thirty  per  cent  of  our  products  were  used  to  feed  the  Army,  Navy, 
and  allies. 

**  Over  sixteen  hundred  of  our  men  joined  the  colors,  and  I  regret  to  say  tbat 
seven  of  them  have  made  the  supreme  sacrifice.  Some  are  now  returning,  and 
we  are  offering  them  their  own  or  equally  as  good  positions. 

"  We  wish  to  thank  our  employes  for  the  hearty  cooperation  and  efficiency  they 
have  shown  in  handling  the  increased  business  under  difficult  and  adverse  con- 
ditions." 

The  Chairman.  I  do  not  want  to  go  over  something  that  has  al- 
ready been  gone  into,  but  is  it  or  not  a  fact  that  j'ou  and  your  family 
and  relatives  own  a  majority  of  the  stock  of  Morris  &  Co? 

Mr.  Morris.  The  family  owns  all  the  stock,  Mr.  Chairman. 

The  Chairman.  The  family  owns  it  all  ? 

Mr.  Morris.  Yes,  sir ;  every  share. 

The  Chairman.  Is  your  stock  listed  and  put  upon  the  market? 

Mr.  Morris.  No,  sir. 

The  Chairman.  It  is  what  Mr.  Armour  calls  a  close  corporation. 
Then,  there  is  nobodjr  but  your  immediate  family  interested  in  the 
profits  or  losses  in  this  business. 

Mr.  Morris.  Except,  I  think,  it  is  to  the  public  interest  that  the 
business 

The  Chairman  (interposing).  I  mean,  financially,  in  the  way  of  an 
income  proposition. 

Mr.  Morris.  No,  sir. 

The  Chairman.  No  one  else  is  interested. 

Mr.  Morris.  No;  and  you  will  notice  from  the  statement  that  the 
family  got  very  little  income  out  of  the  business.  Practically  the 
whole  thing  has  had  to  go  into  the  business;  practically  all  oi  our 
profits.     , 

The  Chairman.  Profits, not  withdrawn  are  already  in  the  business, 
are  they  hot? 

Mr.  Morris.  That  is  true,  but  you  take  last  year,  for  instance,  we 
made  over  $4,000,000  and  yet  we  only  declared  a  dividend  of  $300,(XKl. 
The  business  needed  the  money ;  everything  is  very  high-priced,  and 
we  have  had  to  borrow  a  lot  of  money,  and  instead  of  getting  a 
reasonable  return  on  the  amount  of  money  invested  with  the  money  we 
did  make,  we  thought  it  necessary  to  leave  it  in  the  business. 

The  Chairman.  I  believe  you  stated  in  answer  to  a  question  that 
you  were  paid  a  salary  out  of  the  business  of  $70,000  a  year. 

Mr.  Morris.  Yes,  sir. 

The  Chairman.  Are  any  of  the  other  hi^h-salaried  people  em- 
ployed by  the  company  members  of  your  f amilv  also  ? 

Mr.  Morris.  No:  I  am  the  only  one  of  the  family  who  is  actively 
in  the  business  at  the  present  time. 

The  Chairman.  You  are  the  only  one  that  gets  a  salary  ? 

Mr.  Morris.  Yes,  sir.       • 

The  Chairman.  And  your  salary,  I  suppose,  of  course,  is  paid  with 
reference  to  what  you  are  worth  to  the  business. 

Mr.  Morris.  What  the  directors  think  I  am  worth  to  the  businesB. 

The  Chairman.  And  the  directors  are  not  all  members  of  the 
family,  although  the  family  owns  the  stock? 

Mr.  Morris.  No  ;  they  are  not. 
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The  Chairman.  Well,  that  brings  up  a  matter  which  I  should  think 
would  be  exceedingly  complimentary  to  yourself.  Mr.  Armour,  who 
evidently  is  an  older  man  than  you  are,  and  has  been  in  the  business 
longer,  said  his  salary  was  $25,000  a  year,  and  his  is  a  close  corpora- 
tion or  a  family-owned  corporation.  Mr.  Swift,  who  must  be  quite 
your  age  or  older,  I  think,  receives  a  salary  of  $50,000,  and  he  has 
a  stock-ownership  list  of  25,000, 1  believe ;  in  other  words,  the  direc- 
tors of  your  company  and  your  family  who  own  the  stock,  from  the 
standpoint  of  what  you  deserve  and  what  you  ought  to  have,  afe 

Siving  you  more  than  twice  what  the  directors  of  the  company  give 
Ir.  Armour,  and  $20,000  more  than  what  the  directors  of  Swift  &  Co. 
think  Mr.  Swift  is  worth  to  them.  I  think  it  is  a  very  great  compli- 
ment to  you,  and  I  suppose  it  shows  that  the  world  is  moving,  and 
that  the  young  men  of  this  country  to-day  are  the  real  factors  in 
business,  and  that  we  will  have  to  rely  on  them ;  and  I  think  it  is  a 
great  compliment  to  you,  especially  if  you  do  not  get  any  more  than 
you  are  worth,  and  1  take  it  for  granted  that  you  are  not,  because 
you  are  just  taking  it  from  other  members  of  the  family  who  are 
giving  it  to  you. 

Mr.  Hamilton.  Was  there  an  answer  to  that  question.? 

The  Chairman.  He  answered  the  question  and  then  I  commented 
on  it. 

Mr.  Morris.  Mr.  Chairman,  it  is  very  kind  of  you. 

The  Chairman.  Some  of  these  men  look  unusually  young,  and  I 
was  simply  thinking  that  Mr.  Morris  was  perhaps  not  half  as  old  as 
either  one  of  these  other  gentlemen,  yet  he  is  receiving  twice  the  com- 
pensation, and  I  take  it  that  it  is  due  to  merit  and  because  he  de- 
serves it. 

Mr.  DoRBMus.  I  suppose  if  they  took  the  salary  away  from  him,  it 
would  not  make  the  price  of  bacon  any  cheaper. 

The  Chairman.  I  do  not  know  about  that.  Mr.  Morris,  it  has  not 
been  developed  or  suggested  by  anybody  that  you  are  keeping  any 
expensive  agents  at  the  Capital  of  the  Nation  or  elsewhere  upon  your 
expense  account? 

Mr.  Morris.  I  do  not  quite  understand  your  question,  Mr.  Chair- 
man ;  pardon  me. 

The  Chairman.  I  say  it  daps  not  appear  that  your  company  is 
keeping  employees  at  the  Capital,  at  Washington,  or  anywhere  else, 
for  any  other  than  the  usual  and  necessary  and  essential  functions 
that  go  with  your  business,  like  your  coolers  and  branch  houses? 

Mr.  Morris.  We  have  a  regular  cooler  force  in  Washington  and  we 
have  a  Mr.  Simpson,  who  was  in  our  foreign  department.  He  has 
been  down  here  for  perhaps  a  year's  time  to  chase  up  licenses  and  that 
kind  of  stuff.  We  have  no  legal  talent  or  anything  of  that  kind  out- 
side of  a  young  lawyer  who  gets  $50  a  month  to  run  errands. 

The  Chairman.  That  is  a  sort  of  slam  on  the  profession. 

Mr.  Morris.  He  does  not  put  in  all  of  his  time  for  usj  but  if  we 
want  any  copies  of  records  or  anything  of  that  kind,  we  simply  have 
to  have  somebody  here  who  will  go  over  and  chase  them  up. 

The  Chairman.  You  have  no  high-priced  gentlemen  here  to  fur- 
nish articles  of  publicity  or  anything  of  that  sort? 

Mr.  Morris.  No  ;  I  am  afraid  we  have  not. 

The  Chairman.  I  believe  that  is  all.  I  want  to  say  that  you  have 
been  a  very  frank  and  illuminating  witness. 
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Mr.  Morris.  I  have  tried  to  be,  Mr.  Chairman. 

The  Chairman.  A  man  who  has  grown  up  in  any  business  is  never 
in  any  trouble  about  answering  questions,  because  he  knows  the  busi- 
ness, and  I  think  the  committee  all  feel  that  you  have  been  worth 
our  time. 

Mr.  EscH.  Are  you  through,  Mr.  Chairman  ? 

The  Chairman.*^  Yes. 

Mr.  EscH.  Mr.  Doremus,  do  you  want  to  ask  any  questions?  If  so. 
go'ahead. 

Mr.  Doremus.  I  did  not  understand,  Mr.  Morris,  in  answering  thf 
questions  I  put  to  you  that  you  attribute  the  muddled  condition  of 
the  railroads,  to  use  your  own  expression,  to  Government  operation? 

Mr.  Morris.  No,  sir ;  I  do  not. 

Mr.  Doremus.  What  has  been  the  effect  of  Government  operation 
upon  your  business? 

Mr.  Morris.  Government  operation  of  the  railroads? 

Mr.  Doremus.  Yes. 

Mr.  Sweet.  Or  Government  control. 

Mr.  Morris.  As  long  as  they  will  move  the  cars  when  we  want 
them  to  I  think  that  is  the  principal  thing  that  worries  Morris  &  Co. 

Mr.  Doremus.  That  is  exactly  what  I  am  getting  at.  Can  you 
move  a  carload  of  dressed  beet  from  Chicago  to  the  seaport  any 
more  expeditiously  now  under  Government  operation  than  you  could 
before  tne  Government  took  over  the  roads? 

Mr.  Morris.  I  do  not  believe  we  can. 

Mr.  Doremus.  Then  the  general  relief  which  has  come  to  the  coun- 
try  by  way  of  clearing  up  congestion  has  not  affect^  your  business 
in  any  way? 

Mr.  Morris.  At  one  time  there  was  an  awful  congestion  on  the 
roads;  whether  that  was  just  before  the  Government  took  them  over, 
or  just  afterwards,  I  do  not  know ;  but  that  was  an  extreme  case,  and 
in  a  general  sort  of  way  I  do  not  believe  our  trains  are  moving  any 
faster  than  they  did  four  or  five  years  ago. 

Mr.  Doremus..  So  far  as  expedition  and  movement  are  concerned 
you  have  not  noticed  any  particular  change  since  the  Government 
took  over  the  roads? 

Mr.  Morris.  I  do  not  notice  any  particular  change. 

Mr.  Doremus.  I  was  quite  interested  in  your  description  of  the 
way  you  follow  up  your  cars — ^that  is,  your  privately  owned  cars — 
and  I  was  going  to  ask  you  if  you  have  shipped  any* meats  or  other 
products  of  your  plant  in  Government-owned  cars. 

Mr.  Morris.  We  have  at  times.  When  we  could  get  them  an<I 
needed  them  we  have  taken  railroad  cars  which  now,  I  presume,  are 
Governmen-owned  cars. 

Mr.  Doremus.  Government-operated  cars. 

Mr.  Morris.  Yes;  Government-operated  cars,  I  should  say. 
Mr.  Doremus.  And  when  you  ship  your  product  in  railroad-owned 
cars  do  you  follow  the  same,  policy  with  refemce  to  tracing  those 
cars  and  endeavoring  to  secure  quick  transportation  to  the  point  of 
destination  ? 

Mr.  Morris.  I  do  not  believe  that  most  of  the  time  is  wasted  on  a 
loaded  car.  It  is  a  perishable  product,  and  I  think  the  railroads 
realize  that  it  is  a  perishable  product.    Of  course,  we  keep  track  of 
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the  cars  and  we  get  a  report  as  soon  as  those  cars  get  East,  but  after 
we  get  them  unloaded  we  do  not  expect  to  have  them  the  next  time, 
aind  then  we  will  let  the  railroads  do  the  worrying  from  that  time  on. 

Mr.  DoREMUS.  If  you  ship  a  carload  of  dressed  meat  to  the  seaport 
or  to  some  eastern  point  in  a  car  owned  by  the  railroad  you  follow 
the  same  policy  with  reference  to  that  car  that  you  do  with  your  own 
•car,  do  you  not  ? 

Mr.  Morris.  Yes. 

Mr.  DoREMus.  So  whether  the  refrigerator  car  is  owned  by  the 
railroad  or  owned  by  Morris  &  Co.,  you  still  use  your  facilities  to 
secure  the  prompt  delivery  of  that  shipment? 

Mr.  Morris,  uoing  East  we  do,  but  coming  back  we  let  the  rail- 
roads worry  about  that. 

Mr.  EscH.  Kight  along  that  line,  about  the  use  of  the  cars,  you 
stated  that  your  ownership  and  operation  of  refrigerator  cars  was 
a  loss  to  you. 

Mr.  Morris.  Yes,  sir. 

Mr.  EscH.  And  I  think  Mr.  Swift  and  Mr.  Armour  testified  in 
the  same  way.    Is  that  the  general  experience  of  the  big  packers? 

Mr.  Morris.  I  should  presume  it  was ;  in  fact,  1  have  got  more  in- 
formation about  my  competitors'  business  since  I  have  been  here  in 
Washington  than  I  ever  had  before. 

Mr.  EscH.  Well,  this  is  an  illuminating  investigation  then.  That 
being  the  case,  would  the  decision  of  the  Interstate  Commerce  Com- 
mission of  last  July — I  think  it  was  the  31st  of  July  last — be  of  any 
particular  advantage  to  you  in  that  it  orders  that  payments  should  be 
made  by  carriers  on  the  basis  of  the  loaded  and  empty  mileage,  and 
that  that  mileage  should  be  computed  on  the  bapis  of  distance  tables 
without  the  elimination  of  mileage  through  switching  districts;  is 
that  going  to  be  an  advantage  to  you  ? 

Mr.  Morris.  I  do  not  follow  the  railroad  situation,  personally. 
I  do  not  handle  the  transportation  cars  of  our  company.  I  have  not 
noticed  that  our  cars  have  done  any  better  than  they  have  in  the  past. 
Of  course,  I  know  the  results  from  month  to  month,  how  much  we 
lose  on  our  car  business,  and  it  has  not  improved  any.  Now,  whether 
it  would  have  been  worse  if  that  had  not  come  in,  I  do  not  know.  I 
should  think  that  was  a  favorable  matter. 

Mr.  Eflcn.  You  are  paid  a  cent  a  mile,  empty  or  loaded. 

Mr.  MoRjRis.  Yes,  sir. 

Mr.  EscH.  The  switching  yards  are  sometimes  very  long  in  extent, 
are  they  not? 

Mr.  Morris.  You  know  more  about  that  than  I  do,  Mr.  Esch. 

Mr.  Esch.  Well,  take  the  Chicago  yards,  they  possibly  run  30  miles 
within  the  switching  limits,  and  then  you  go  through  other  large 
terminals,  do  you  not ;  especially  your  shipments  from  the  Missouri 
Hiver  to  the  Atlantic  seaports,  and  this  would  mean  a  very  large  in- 
creased mileage  both  going  and  returning  for  which  you  would  get 
1  cent  a  mile,  and  this  order  of  the  commission  of  last  July  would  be 
an  advantage  to  you  in  lessening  your  losses. 

Mr.  Morris.  I  should  judge  it  would  help  us  to  the  amount  of 
mileage  we  got  through  the  terminals.  I  think  it  would  help  us 
that  much. 

Mr.  Esch.  Would  you  be  advantaged  by  this  order  of  the  commis- 
sion of  the  same  date  that  tariffs  of  the  carriers  be  so  changed  that 
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private  cars  standing  on  the  private  tracks  of  owners  shall  not  be 
subject  to  demurrage  charges. 

Mr.  Morris.  We  are  so  short  of  private  cars  that  I  do  not  believt» 
we  ever  had  to  pay  much  demurrage.  We  have  to  keep  them  going. 
Theoretically,  I  suppose,  that  ought  to  help  us,  but  in  actual  practice 
I  do  not  believe  that  would  make  much  difference.  We  have  not  got 
quite  as  many  cars  as  we  could  use  very  nicely,  and  we  do  not  have 
our  cars  standing  around  very  much. 

Mr.  EscM.  But  this  would  be  of  advantage  to  you  ^ 

Mr.  Morris.  Yes;  it  would  be  an  advantage  to  us.  How  niurh,  I 
do  not  know.  I  do  not  believe  in  a  years  time  it  would  amount  to 
very  much,  but  it  is  an  advantage;  certainly. 

Mr.  EscH.  You  have  had  yx)ur  own  department  for  the  oi>eration 
of  your  refrigerator  cars,  have  you  not? 

Mr.  Morris.  Yes,  sir. 

Mr.  Escii.  What  is  the  personnel  of  that  department — how  many 
men  have  you? 

Mr.  Morris.  That  would  be  a  good  deal  of  a  guess;  but  I  should 
judge  there  are  probably  10  or  12  men. 

Mr.  EscH.  Located  only  in  Chicago  or  all  over  the  line.  You  >ay 
you  have  men  at  crossing  points  to  keep  track  of  your  cai*s:  does  that 
include  all  your  men  in  the  field  as  well  as  your  men  in  Chicago  f 

Mr.  Morris.  I  should  think  so,  likely,  although  I  would  be  glad  to 
get  that  information  and  put  it  in  the  record,  Mr.  Esch. 

Mr.  Esch.  I  wish  you  would,  and  I  would  thank  you  for  it.  Swift 
&  Co,  and  the  other  big  packers  have  like  departments,  have  tliev 
not? 

(Mr.  Morris  subsequently  supplied  figures:  Seventeen  men  in  tlie 
department — 13  located  in  Chicago,  111.;  1  located  in  Rooii  ILoum>. 
111.;  3  located  in  Buffalo,  N.  Y.) 

Mr.  Morris.  I  presume  they  have. 

Mr.  Escii.  I  thmk  they  have  all  testified  here  that  thev  have,  and 
that  would  mean  a  large  total  of  men  who  are  employed  by  the  bic 
packers  in  expediting  the  operation  of  their  refrigerator  cars.  Is 
that  the  highest  form  of  efficiency,  whereas  you  might  substitute  for 
five  separate  personnels  one  personnel,  provided  the  Sherman  Anti- 
trust Act  would  permit  you  to  do  it? 

Mr.  Morris.  I  believe  that  a  monopoly  could  operate  cheaper  on 
a  general  average  than  a  number  of  corporations.  How  it  wouM 
work  out  in  this  particular  case,  I  do  not  know. 

Mr.  Escii.  Would  you  be  able  to  make  a  suggestion  to  this  com- 
mittee for  the  purpose  of  legislation  along  that  line  of  permitting 
the  control  and  operation  oi  all  your  refrigerator  cars  to  be  in  a 
central  control?  Would  there  be  any  objection  on  the  part  of  the 
separate  packers  to  an  arrangement  of  that  kind,  provided  the  law 
would  permit  it?        ' 

Mr.  Morris.  Each  packer,  I  presume,  has  a  different  number  of 
cars. 

Mr.  Escii.  Oh,  yes.    Swift  &  Co.,  I  believe,  have  7,000. 

Mr.  Morris.  I  imagine  if  the  cars  were  short,  there  would  be  a  fine 
scrap  as  to  who  was  going  to  get  the  cars,  and  I  think  we  would 
rather  drag  along  on  our  own  basis. 

Mr.  Jiscii.  And  each  packer  maintain  or  own  a  separate  estab- 
lishment ? 
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Mr.  Morris.  I  think  so. 

Mr.  EscH.  And  in  the  same  way  you  would  each  maintain  a  sepa- 
rate branch  house  in  a  given  community,  although  there  were  five  of 
them  in  that  community? 

Mr.  Morris.  At  the  present  time  all  our  branch  houses  are  oper- 
ating to  full  capacity,  and  we  would  not  have  room  for  anyone  in 
our  branch  houses.    I  do  not  know  what  shape  the  other  folks  are  ia 

Mr.  EscH.  Well,  I  was  looking  at  it  from  the  viewpoint  of  the 
highest  efficiency.  You  have  testified  to  your  efficient  management, 
and  all  the  other  packers  have  thus  far  so  testified,  and  I  concede  it. 
I  think  in  some  respects  you  have  built  up  a  most  wonderfully  ef- 
ficient organization,  but  there  is  a  step  further  in  that  efficient  or- 
ganization, if  we  could  eliminate  the  duplication  as  to  the  opera- 
tion of  refrigeration  and  refrigerator  cars,  and  of  your  branch 
hous:s,  provided  we  do  it  under  permission  of  law. 

Mr.  Morris.  I  do  not  believe  this  country  is  ready  for  any  monopo- 
lies of  any  kind  that  have  to  do  with  the  packers.  I  believe  that  a 
packer-monopoly  could  be  operated  cheaper  than  a  number  of  pack- 
ers, not  only  the  big  packers  but  the  small  packers  all  over  the 
countrv,  but  I  do  not  think  that  that  should  be  done  at  this  time. 

Mr.  EscH.  Then  we  are  referred  to  another  possible  remedy, 
namely,  that  we  give  to  some  Federal  Government  establishment,  or 
some  agency,  the  control  of  all  refrigerator  cars,  not  only  those  of 
the  five  packers  but  those  of  the  independent  packers,  and  those 
owned  by  the  railroads.  Would  you  believe  that  that  would  lead  to 
efficiency  ? 

Mr.  Morris.  I  do  not  believe  they  would  run  a§  many  miles  as  the 
cars  do  at  the  present  time,  Mr.  Esch. 

Mr.  EscH.  You  fear  that  Government  operation,  not  to  say  any- 
thing about  Government  ownership,  would  not  result  in  as  efficient 
conduct  of  the  business  of  transportation  of  meat  products  as  now 
obtains  under  mdvate  management  and  operation? 

Mr.  Morris.  That  is  my  belief. 

Mr.  Escii.  That  is  all. 

The  Chairman.  Is  Mr.  Wilson  present? 

Mr.  LiGiiTFooT.  I  will  state  that  there  is  a  meeting  this  niorning  of 
the  producers  and  the  packers  and  the  Food  Administration  to  con- 
sider the  food  situation  with  respect  to  the  needs  of  the  allies,  and 
that  Mr.  Wilson  is  the  chairman  of  that  committee.  He  requested 
me  to  say  that  it  would  be  gratifying  to  him  if  it  would  be  the  pleas- 
ure of  the  committee  to  hear  him  to-morrow  morning.  It  is  very  im- 
portant that  he  be  present  at  the  meeting  that  is  now  being  held, 
and  I  understand  that  there  are  other  witnesses  here  who  can  fill  in 
the  time.  However,  if  it  is  the  desire  of  the  committee,  Mr.  Wilson 
stated  that  he  would  leave  this  other  meeting  and  come  here. 

The  Chairman.  Well,  that  is  a  public  service  that  he  is  rendering, 
and  I  do  not  think  we  ought  to  take  him  away. 

Mr.  LiGHTFOOT.  Yes,  sir;  that  is  a  public  service. 

The  Chairman.  Is  there  anybody  present  representing  the  Cudahy 
Packing  Co.? 

Mr.  McNaugiiton.  I  am  representing  the  Cudahy  Packing  Co., 
and  Mr.  Cudahy  is  also  in  Washington,  and  I  believe  is  also  present 
at  the  conference  that  Mr.  Wilson  is  presiding  over.  It  was  under- 
stood that  Mr.  Wilson  would  testify  this  morning,  and  I  think  that 
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is  the  reason,  or  at  least  I  assume  so,  that  Mr.  Cudahy  is  not  here: 
and  the  further  reason  that  he  is  engaged  on  this  other  veiy  im- 
portant matter.  If  agreeable  to  the  committee,  I  would  like  to  tes- 
tify to  certain  transportation  matters,  and  then  would  be  glad  to 
answer  any  questions  that  the  members  of  the  committee  might  like 
to  propound  to  me. 

The  Chairman.  That  will  be  all  right.  Mr.  Cudahy,  like  Mr. 
Wilson,  is  attending  to  matters  of  great  public  interest,  and  there- 
fore the  committee  could  not  expect  him  to  be  present  at  this  time, 
and,  for  the  further  reason  that  we  had  expected  to  hear  Mr.  Wilson 
this  morning. 

Mr.  Morris.  Have  you  finished  with  me,  Mr.  Chairman? 

The  Chairman.  Yes,  the  committee  has  finished  with  you.  I  want 
to  say  what  has  been  said  before,  that  if  there  is  anything  you  think 
would  shed  any  light  on  the  subject  in  addition  to  what  has  been 
stated  by  you,  and  in  addition  to  what  is  in  your  printed  statement, 
you  have  the  privilege  of  extending  or  adding  to  your  statement 
when  the  transcript  is  presented  to  you. 

Mr.  Morris.  I  want  to  thank  you,  Mr.  Chairman,  and  eentlemen 
of  the  committee,  for  this  opportunity  which  you  have  am>rded  me 
to  be  heard,  and  for  the  consideration  which  has  been  given  me 
during  the  hearing. 

I  would  like  to  say  that  there  is  one  point  that  was  asked  on  jrester- 
day,  and  that  is  about  our  cattle  feeding.  I  will  be  glad  to  put  it  in 
the  record  or  to  give  it  to  the  committee  orally  if  they  are  interested 
in  it.  I  wired  to  Chicago  and  now  have  the  figures,  which  I  can 
give  you.  • 

Mr.  Stephens.  If  it  is  in  regard  to  cattle  feeding  I  would  like 
to  hear  it. 

The  Chairman.  He  went  over  that  on  yesterday  afternoon. 

Mr.  Stephens.  Well,  I  did  not  hear  it,  and  I  would  like  very 
much  to  have  him  give  the  information  here  now  orally  so  that  I 
may  have  it  and  may  ask  any  question  that  may  suggest  themselves 
to  me  after  hearing  his  statement. 

Mr.  Hamilton.  Before  Mr.  Morris  starts  on  that  line,  I  would 
like  to  ask  a  question  or  two.  I  do  not  know,  Mr.  Morris,  what  has 
been  developed  thus  far  on  this  matter,  but  I  would  like  to  ask,  are 
you  engaged  in  the  business  of  handling  groceries  and  canned  vege- 
tables and  canned  fruit  ? 

Mr.  Morris.  We  are  engaged  in  that  as  distributor  but  not  as 
manufacturer. 

Mr.  Hamilton.  How  do  you  distribute  them? 

Mr.  Morris.  Through  our  branch  houses  and  our  sales  organiza- 
tion.  We  feel  that  our  men  have  to  call  on  that  trade  anyhow,  and 
it  adds  very  little  overhead  expense  if  they  also  sell  them  canned 
vegetables  or  gi-oceries  along  with  the  other  line  they  are  selling. 

Sir.  Hamilton.  You  can  route  cars  the  same  as  other  packers t 

Mr.  Morris.  Yes,  sir. 

Mr.  HAMn.ix)N.  And  ship  out  groceries  in  the  same  way! 

Mr.  Morris.  I  presume  so. 

Mr.  Hamilton.  That  is  all  I  wish  to  ask. 

The  Chairman.  Now,  Mr.  Morris,  you  may  state  what  you  hatt 
to  say  about  feeding  cattle. 
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Mr.  Morris.  In  the  matter  of  feeding  cattle  I  will  say  we  erected 
barns  at  Peoria  a  good  many  years  ago  at  a  cost  of  $80,000.  The 
distillery  people,  under  their  contract  with  us,  pay  us  $690  a  month 
on  these  bams.  The  price  of  slop  is  based  on  the  price  of  com, 
varying  up  or  down  according  to  the  corn  market.  In  the  fall  of 
1916  we  bought  9,494  head  of  cattle,  at  a  total  cost  of  $701,014.  The 
feed  that  year  cost  us  $366,639,  labor  $42,463,  overhead  expense, 
$13,556,  insurance,  $10,915,  repairs,  $5,847.  After  figuring  interest, 
I  will  say  that  the  average  cattle  producer,  if  he  has  the  price  of  feed 
and  a  place  to  handle  his  cattle,  can  borrow  the  amount  of  the  origi- 
nal purchase  price  of  the  cattle  for  farm  feeding,  not  range  feeding, 
but  where  it  is  all  inclosed,  and  the  cattle  can't  get  lost  in  a  storm 
or  bad  weather  hurt  them.  "I  figure  interest  at  the  rate  of  about  7 
per  cent,  which  I  think,,  is  about  the  average  interest  rate  for  that 
class  of  feeding.  The  operation  only  took  us  about  7^  months,  but 
I  figured  a  whole  year's  interest  on  the  original  price  of  the  cattle. 
That  interest  amounted  to  $49,070,  making  a  total  of  $1,188,504. 
Now,  gentlemen  of  the  committee,  we  sold  those  cattle  for  $1,589,037, 
making  a  profit  of  $423,497.  Figuring  that  profit  on  the  amount 
we  investea,  and  I  have  already  charged  interest  for  the  original 
price  of  the  cattle,  so  that  the  amount  of  the  investment  is  our  over- 
head, labor,  feed,  repairs,  and  it  gave  us  a  profit  of  87  per  cent, 
approximately. 

Mr.  Stephens.  What  did  you  make  in  1915  ? 

Mr.  Morris.  When  ? 

Mr.  Stephens.  I  mean  on  your  feeding  operations. 

Mr.  Morris.  I  beff  pardon ;  I  did  not  hear  that. 

Mr.  Stephens.  What  was  your  profit  in  1915  on  your  feeding 
operations? 

Mr.  Morris.  I  haven't  got  those  figures.    If  the  committee  wants 
them,  I  will  be  glad  to  furnish  them. 

Mr.  Stephens.  That  is  important,  because  the  most  of  the  farmers 
went  broke. 

Mr.  Morris.  I  will  say  that  we  made  a  profit. 

Mr.  Stephens.  You  did  make  a  profit  in  1915  ? 

Mr.  Morris.  Yes,  sir.    It  was  not  nearly  so  big  a  profit,  but  it  was 
a  profitable  business. 

Mr.  Stephens.  Can  you  put  into  the  record  the  figures  for  a  series 
of  years  covering  your  feeding  operations  ? 

Mr.  Morris.  Yes,  sir ;  from  what  date  to  what  date  ? 

Mr.  Stephens.  Well,  I  would  like  to  see  them  as  far  back  as  you 
can  go. 

A^.  Morris.  We  have  them  for  four  or  five  years.    I  do  not  know 
how  far  back  they  do  go. 

Mr.  Stephens.  I  would  be  glad  if  those  figures  may  be  put  into 
the  record. 

Mr.  Morris.  All  right. 

(Mr.  Morris  subsequently  supplied  the  following  figures:) 


Per  cent 

1911-12 18 

1912-13 - 10 

1913^14 8 

1914-15 (*) 


Per  cent. 

1915-16 46 

1916-17 81 

1917-18 58 


1  Closed  down  on  account  of  the  foot-and-montta  epidemic. 
99927— 19— PT  4 81 
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Mr.  Hamilton.  What  do  you  call  this,  distillery  slop? 

Mr.  Morris.  Yes,  sir. 

Mr.  Hamilton.  Is  that  more  nourishing  as  a  food  than  ordinary 
food  that  a  farmer  gives  his  cattle  for  fattening  purposes* 

Mr.  Morris.  I  suppose  that  would  depend  upon  what  is  the  ordi- 
nary food.  I  do  not  know  how  it  analyzes  on  the  basis  of  com,  hu! 
the  price  we  pay  for  it  was  originally  made  on  the  way  the  thing 
analyzed. 

Mr.  Hamilton.  Aren't  you  feeding  under  more  advantageous  con- 
ditions than  the  ordinary  feeder  would  operate  under? 

Mr.  Morris.  We  think  we  are  running  it  fairly  well. 

Mr.  Hamilton.  I  did  not  mean  that.  I  mean  that  you  have  facili- 
ties there,  and  the  feed  at  hand  for  the  feeding  of  a  large  number  uf 
cattle,  and  that  there  is  no  trouble  as  to  supply,  as  it  is  right  there. 

Mr.  Morris.  The  supply  of  food,  do  you  mean  ? 

Mr.  Hamilton.  Yes,  and  all  facilities. 

Mr.  Morris.  The  feed  is  based  on  the  price  of  com  at  Peoria. 
Now,  I  suppose,  at  the  present,  a  person  could  buy  com  if  they 
wanted  to  a  little  cheaper. 

Mr.  Hamilton.  If  you  were  going  to  feed  com,  and  I  do  not  know 
much  about  this  feeding  business,  what  shape  would  you  feed  the 
com  in  to  the  cattle,  would  it  be  by  itself  or  in  connection  with  other 
feeds  ? 

Mr.  Morris.  Farmers  differ  on  that.  They  might  feed  it  either 
way.  This  year  after  we  got  started  the  distillery  shut  down  and 
we  have  fed  corn  and  other  feed. 

Mr.  Hamilton.  You  are  feeding  corn  this  year? 

Mr.  Morris.  Yes,  sir ;  and  cottonseed  meal  and  other  things. 

Mr.  Hamilton.  I  have  never  seen  this  distillery  slop,  what  is  it  ( 

Mr.  Morris.  It  is  the  corn  after  they  take  the  alcohol  or  whisky 
out  of  it.    It  makes  mightly  good  cattle. 

Mr.  Stephens.  Is  there  any  whisky  left  in  it  f 

Mr.  Morris.  I  don't  think  so. 

Mr.  Stephens.  How  many  years  have  you  been  feeding,  Mr. 
Morris  ? 

Mr.  Morris.  My  grandfather  started  feeding  cattle  forty  or  fifty 
years  ago,  I  suppose. 

Mr.  Stephens.  Have  you  fed  consecutively  ever  since? 

Mr.  Morris.  I  do  not  believe  thei*e  has  been  any  year  we  haven*t 
fed  some  cattle.  He  fed  as  many  as  60,000  cattle  in  a  year,  and  I 
think  he  was  the  largest  feeder  in  the  country. 

Mr.  Stephens.  That  was  a  good  many  years  ago. 

Mr.  Morris.  Yes,  sir. 

Mr.  Stephens.  In  recent  years  you  have  not  fed  so  many! 

Mr.  Morris.  No  ;  the  different  States  have  been  going  dry,  and  then 
I  might  say  that  gi*andpa  used  to  be  quite  a  farmer  himself,  and 
had  a  farm  up  near  Harmon,  Nebr.,  and  another  big  one  down  in 
Indiana.  He  sold  the  Indiana  farm  before  he  died,  and  after  he  died 
the  other  one  was  sold,  and  we  have  not  fed  as  many  cattle  as  for- 
merly. 

Mr.  Stephens.  Is  that  the  only  reason  why? 

Mr.  Morris.  That  is  the  only  reason. 

Mr.  Stephens.  It  is  not  because  you  suffered  a  loss? 
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Mr.  Morris.  No;  our  feeding  end  of  the  business  has  averaged  a 
good  deal  more  profitable  than  the  packing  end  of  the  business. 

Mr.  Stephens.  How  do  you  account  for  the  fact  that  feeders  all 
over  the  country  have  gone  out  of  business  in  the  last  ten  or  fifteen 
years  if  the  business  has  maintained  as  great  a  profit  as  formerly 'if 

Mr.  Morris.  I  think  the  Department  of  Agriculture  will  show  a 
small  increase  in  the  number  of  cattle  for  the  last  year  or  two  in 
spite  of  the  amount  that  is  marketed. 

Mr.  Montague.  So  you  don't  concede  it  to  be  a  fact  that  more  cat- 
tie  feeders  have  gone  out  of  the  business. 

Mr.  Morris.  I  fhink  there  are  niore  cattle  on  hand  now  than  there 
has  been  for  quite  some  time.  There  is  this  difference  in  condition : 
•Some  years  ago  there  was  a  lot  of  free  range  out  West,  and  that  has 
been  broken  up  into  farms,  and  it  has  driven  those  fellows  out.  How 
ever,  eventually  there  will  be  more  cattle  raised  because  they  are 
raising  more  cattle  on  the  farms  than  they  did  when  it  was  in  range^ 
In  the  meantime,  of  course,  it  means  some  loss  in  number  of  cattle^ 

Mr.  Hamilton.  Do  vou  feed  hav  and  alfalfa  ? 

Mr.  Morris.  They  feed  hay  sometimes,  and  cottonseed  meal,  and 
whatever  they  think  is  cheapest. 

Mr.  Hamilton.  Can  a  feeder  out  on  the  range  feed  cattle  and 
make  as  good  a  profit  as  you  have  been  making? 

Mr.  Morris.  There  has  not  been  any  investigation  of  that  matter 
and  I  am  not  in  a  position  to  say. 

Mr.  Hamilton.  How  are  cattle  ordinarily  fed  for  the  market?; 
My  friend,  Mr.  Stephens,  suggested  that  they  did  not  feed  cattle 
on  the  range.  I  suppose  he  meant  they  took  them  right  off  the 
grass  and  fed  them  afterwards. 

Mr.  Stephens.  In  the  corn  belt. 

Mr.  Morris.  There  are  a  great  many  cattle  that  do  not  have  any 
range,  and  then  there  are  grass  cattle. 

Mr.  Hamilton.  He  suggested  that  they  get  them  ready  for  the 
market  in  the  corn  belt  somewhere. 

Mr.  Morris.  Yes,  sir. 

Mr.  Hamilton.  Can  the  feeder  feed  cattle  in  the  corn  belt? 

Mr.  Morris.  Although  this  was  going  to  be  a  big  part  of  the 
investigation,  to  find  out  something  about  the  feeding  problem,  as 
far  as  I  know,  the  Federal  Trade  Commission  did  not  investigate 
that  part  of  it.    I  have  no  figures  on  that  matter. 

Mr.  Hamilton.  You  have  no  information. 

Mr.  MoRRiSi  I  have  friends  who  have  done  very  well  feeding  cattle. 

Mr.  Hamilton.  Have  you  every  reason  to  believe  that  other  feed- 
ers have  done  as  well  as  you  have  ? 

Mr.  Morris.  I  think  a  great  many  feeders  have  done  as  well  as 
we  have,  but  not  every  feeder. 

Mr.  Hamilton.  Then  the  feeders  are  making  more  money  per 
head  of  cattle  than  any  other  people  connected  with  the  business. 

Mr.  Morris.  I  think  the  feeders  have  been  very  prosperous  in 
the  last  few  years. 

Mr.  Hamilton.  You  have  been  making  more  money  in  your  feed- 
ing business  than  in  your  other  business. 

Mr.  Morris.  Yes,  sir ;  we  have  made  between  $40  and  $50  a  head 
on  feeding  cattle  and  on  the  stuff  we  kill,  including  all  our  by- 
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products  in  connection  with  the  meat,  we  only  made  89  cents  |Hr 
head. 

Mr.  WiNSLow\  Do  vou  think  that  the  elimination  of  brewori«. 
is  going  to  drive  up  the  price  of  beef  cattle? 

Mr.  Morris.  This  feed  doesn't  come  from  breweries  but  from 
distilleries.  There  are  very  few  distilleries  operating,  and  I  do  nut 
believe  it  w^ill  have  any  material  effect  either  way. 

Mr.  Hamilton.  Isn't  there  a  by-product  from  the  beet-sugar  fac 
tories? 

Mr.  Morris.  Yes,  sir;  and  that  is  fed  principaHy  around  when? 
the  beet-sugar  factory  is. 

Mr.  Hamilton.  How  does  that  compare  with  the  distillery  slop  a^ 
a  feed? 

Mr.  Morris.  I  am  not  familiar  with  that.  We  starte<l  to  investi- 
gate it  some  time  back,  but  we  were  a  little  slow  in  starting  it, 
and  did  not  get  around  to  it.    We  think  it  a  good  proposition. 

Mr.  Hamilton.  Your  experience  is  that  corn  is  as  good  feed  for 
cattle  as  distillery  slop? 

Mr.  MoRias.  No;  I  haven't  said  that.  The  price  we  pay  for  dis- 
tillery slop  is  based  upon  an^anal3\sis  of  corn  and  upon  the  priiv 
of  corn. 

Mr.  Hamilton.  Yes;  I  understood  you  to  say  that. 

Mr.  Morris.  1  suppose  corn  is  conceded  the  leading  feed  for  cattl*'. 

Mr.  Hamilton.  Well,  then,  you  would  say  corn  would  be  e<iuali> 
as  good  a  feed,  I  means  as  good  as  distillery  slop. 

Mr.  Morris.  I  should  think  so. 

Mr.  Hamilton.  Thei^efore  as  to  distillery  slop,  following  up  Mr. 
Winslow's  suggestion,  if  the  distillery  business  is  ended,  there  would 
still  be  just  as  good  feed  for  cattle  as  there  has  been  herctofore. 

Mr.  Morris.  This  year  we  cannot  get  slop,  and  we  are  feeding 
about  5,000  cattle  on  corn  or  cotton  seed  meal,  whichever  i^eenis  the 
cheapest. 

Mr.  Hamilion.  Other  things  being  equal,  you  are  making  luone} 
out  of  it. 

Mr.  Morris.  We  will  make  money,  but  not  the  same  amount  of 
money.  Cattle  have  advanced  terribly  fast,  and  that  has  all  lxH»n 
of  benefit  to  the  producer. 

Mr.  Hamilton.  On  the  normal  market  how  much  do  you  niaki* 
about  on  a  head? 

Mr.  Morris.  Oh,  each  year  it  is  different.  We  have  always  found 
it  profitable  as  a  whole. 

Mr.  Hamilton.  Yes;  but  about  how  profitable? 

Mr.  Morris.  I  sliould  think  on  a  ten  years  average,  we  have  aver- 
aged, oh  say  15  per  cent,  probably.  But  that  is  pretty  much  of  i 
guess  you  understand. 

Air.  Stephens.  I  would  like  to  know  if  that  isn^t  a  rather  rv- 
inarkable  situation. 

Mr.  Morris.  Sure  it  is. 

Mr.  Stephens.  Last  year  when  you  made  this  enomious  mini  of 
money,  cattle  had  advanced  tremendously. 

Mr.  MoBRis.  Sure,  and  so  had  everyone  else's  cattle  and  the  year 
before,  too. 

Mr.  Stephens.  And  the  year  previous  to  that,  in  1915,  you  said 
you  made  a  profit. 
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Mr.  Morris.  Yes,  sir. 

Mr.  Stephens.  Isn't  that  a  rather  remarkable  fact  when  perhaps 
90  per  cent  of  the  feeders  of  cattle  in  the  country  lost  a  great  deal 
of  money,  and  some  of  them  went  into  bankruptcy,  many  of  them? 

Mr.  Morris.  That  year  was  a  very  unfortunate  year  for  the  feed- 
ers. I  wouldn't  think  that  90  per  cent  of  them  lost  money  in  that 
year,  but  perhaps  you  have  some  figures  on  that  and  I  haven't  got 
them.  But  that  would  be  my  general  judgement,  that  it  was  a  lesser 
sum  than  90  per  cent. 

Mr.  Stephens.  I  am  estimating  the  number,  of  course. 

Mr.  Morris.  I  wouldn't  estimate  it  that  high. 

Mr.  Stephens.  I  know  it  was  overwhelming  and  country-wide. 

Mr.  Morris.  Of  coui*se,  you  always  hear  of  the  fellows  who  go 
broke  and  never  hear  of  the  ones  who  make  money.  I  do  not  suppose 
that  anyone  ever  knew,  until  I  got  down  here,  the  amount  we  were 
making  on  feeding  cattle. 

Mr.  Stephens.  Suppose  you  were  not  in  the  packing  business  at 
all.  Suppose  you  were  going  out  to  compete  in  the  market  and  buy 
your  stuff  for  your  feeding  yards,  would  you  hesitate  to  put  10,000 
cattle  into  the  feeding  yards  and  take  your  chances  of  selling  them 
to  Swift  &  Co.,  and  coming  out  with  a  profit  on  them? 

Mr.  Morris.  Swift  bought  lots  of  these  cattle. 

Mr.  Stephens.  Suppose  you  had  no  opportunity  to  distribute 
this  meat  youi'self. 

Mr.  Morris.  That  wouldn't  make  a  bit  of  difference. 

Mr.  Stephens.  If  you  were  not  in  the  business  of  distributing  the 
product  yourself,  and  could  not  get  a  fair  bid  from  others,  you  still 
think  you  could  safely  buy  those  cattle  and  feed  them  and  sell  them 
and  make  a  profit? 

Mr.  Morris.  Cattle  are  sold  in  a  competitive  market,  and  it  would 
not  make  a  bit  of  difference  whether  we  had  a  packing  house  or  not. 

Mr.  Stephens.  Do  you  go  into  the  yards  and  bid  with  others  ? 

Mr.  Morris.  For  our  feeders? 

Mr.  Stephens.  Yes. 

Mr.  Morris.  Certainly.  I  should  say  that  90  per  cent  of  these 
cattle  were  bought  in  the  open  market,  on  the  markets  in  Chicago, 
Omaha,  ^ioux  City,  St.  Paul,  Kansas  City,  St.  Joe,  and  any  place 
that  looked  the  cheapest. 

Mr.  Stephens.  You  did  not  raise  any  of  them  yourself? 

Mr.  Morris.  No,  sir. 

Mr.  Stephens.  In  arriving  at  your  cost,  do  you  figure  it  exactly 
as  a  producer  does,  and  separate  that  cost  entirely  from  your  slaugh- 
tering business? 

Mr.  Morris,  Yes,  sir.  I  think  the  same  thing  would  have  been  true 
if  John  Jones  had  fed  these  cattle. 

Mr.  Stephens.  I  think  that  is  probably  true,  and  I  do  not  suppose 
there  would  be  any  difference  if  they  were  properly  handled,  but  still 
I  can  not  reconcile  your  statement  about  profits  in  1915. 

Mr.  Morris.  Did  I  carry  that  statement  I  just  gave  you  in  about 
the  right  form? 

Mr.  Stephens.  I  think  that  is  satisfactory,  the  way  you  have  ft 
there. 

Mr.  Morris.  All  right. 
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Mr.  Hamilton.  Is  a  good  deal  of  the  beef  that  we  get  grass-fe«] 
beef? 

Mr.  Morris.  Yes ;  especially  in  the  fall.  It  is  very  good  beef «  but 
not  as  good  as  corn-fed  beef. 

Mr.  Montague.  How  is  blue-grass- fed  beef  as  compared  with  corn- 
fed  beef. 

Mr.  Morris.  That  is  rather  an  embarrassing  question.  Personally. 
I  would  rather  have  corn-fed  cattle.  If  you  could  take  cattle  rigfit 
on  the  range  and  kill  them  out  there,  without  having  them  off  the 
feed,  I  think  that  is  the  nicest  meat  of  all.  It  is  nice  and  sweet  and 
fine;  but  from  the  time  they  ship  the  cattle  from  the  grass  to  the 
market  I  find  the  corn-fed  beef  stands  up  better. 

Mr.  Hamilton.  You  do  not  get  better  results  from  the  grass-fetl 
cattle  ? 

Mr.  Morris.  No,  sir.  Com^fed  cattle  stand  up  better  than  gras>- 
fed  cattle.  Corn-fed  cattle  do  not  lose  as  much  in  transportation  or 
in  dressing,  because  it  is  a  heavier  meat. 

Mr.  WiNSLow.  Do  you  feel  the  same  as  you  did  on  yesterday  in 
respect  to  the  earnings  of  the  feeding  and  producing  business,  namely. 
that  for  15  or  20  yeai*s  back  that  line  of  business  has  been  just  about 
as  profitable  as  any  other  line  of  business  ? 

Mr.  Morris.  I  think  it  has  been  a  very  good  business.  I  want  to 
say  in  this  connection  that  these  cattle  we  show  we  made  $40  a  bead 
on  did  not  take  into  consideration  what  the  fellow  made  before  usi. 
I  mean  the  man  who  had  these  cattle  before  we  bought  them.     Our 

?Tofit  does  not  include  from  the  time  they  were  a  calf,  but  only  f«>r 
J  months  that  we  had  them. 

Mr.  Hamilton.  What  did  you  pay  an  average  per  head? 

Mr.  Morris.  In  the  fall  of  1917  we  fed  a  little  over  9.500  cattle  an«I 
we  paid  $833,000  for  them.  That  would  be,  approximated,  $87  «r 
$88  a  head. 

Mr.  Hamilton.  How  much  did  you  get  for  the  fattened  animal  ? 

Mr.  Morris.  We  sold  these  cattle  for  $1,973,000,  which  would  1* 
well  over  $200  a  head. 

Mr.  Montague.  But  doesn't  net  you  $200  a  head?    . 

Mr.  Morris.  Oh,  no.  But  Mr.  Hamilton  asked  me  to  giv^him  th*» 
original  cost  of  the  cattle  and  the  gross  sales  price  of  them. 

Mr.  Hamilton.  Then  you  figure  that  the  consumer  of  beef,  for  in- 
stance, Days  a  much  larger  proportion  of  the  price  than  he  imys  for 
the  beef  to  the  feeder  and  the  local  butcher  than  he  does  to  the  inter- 
mediate man,  the  packer. 

Mr.  Morris.  I  know  that  is  so.  We  get  less  than  a  dollar  a  head, 
you  see,  for  our  packing  operations.  There  have  been  no  investiga- 
tions to  determine  what  profits  the  feeder  made  and  what  the  profit^ 
of  the  live  stock  man  are,  and  what  the  profits  of  the  retail  butchers 
are,  and  yet  they  come  along  and  say,  Let  us  have  some  legislntion 
against  the  packer.  I  do  not  think  they  can  tell  anything  almut  il 
unless  they  find  out  the  thing  that  comes  before  and  the  thing  that 
comes  after. 

Mr.  Hamilton.  It  has  been  said  that  you  are  enabled  to  make  % 
profit,  the  profit  that  you  do,  in  handling  stock  by  reason  of  the 
by-products. 

Mr.  Morris.  In  my  figures  the  by-products  profits  are  figured  in. 
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Mr.  Hamilton.  What  do  you  get  for  the  average  cattle  hide? 

Mr.  Morris.  Our  cattle  hides  at  the  present  time,  take  a  native 
steer,  and  we  cure  them 

Mr.  Hamilton  (interposing).  I  mean  before  they  are  cured. 

Mr.  Morris.  That  is  one  place  where  the  big  packer  comes  in.  We 
sort  up  our  hides  and  make  different  classes  of  them,  and  cure  them 
from  30  days  to  45  days  or  60  days.  In  that  curing  operation  there 
should  be  a  shrinkage  of  about  16  per  cent.  At  the  present  time 
hides  are  worth  somewhere  about  25  cents  or  26  cents  a  pound,  I 
think. 

Mr.  Hamilton.  Now,  just  so  we  form  some  idea  of  the  proposition, 
take  a  thousand-pound  steer,  in  ^ood  condition,  and  what  do  you  get 
for  that  hide,  or  what  do  you  estimate  that  hide  to  be  worth  ? 

Mr.  Morris.  I  haven't  the  figures  before  me,  but  will  be  glad  to 
give  an  estimate  on  it  offhand,  if  you  want  me  to,  but  I  will  not 
guarantee  the  accuracy  of  it. 

Mr.  Hamilton.  All  right;  go  ahead. 

Mr.  Morris.  I  should  think  we  would  get  from  such  a  steer  a  hide 
that  weighed  45  or  50  pounds,  and  say  that  hide  would  be  worth  26 
cents  a  pound,  after  being  shrunk  16  per  cent,  the  value  of  the  hide 
would  be  around  $10. 

Mr.  Hamilton.  Around  $10. 

Mr.  Morris.  Yes,  sir ;  somewhere  in  that  neighborhood. 

Mr.  Hamilton.  What  is  your  next  best-paying  by-product? 

Mr.  Morris.  Oh,  there  are  oils.    I  will  say  oleo  oil. 

Mr.  Hamilton.  Can  you  give  an  estimate  of  how  much  oleo  oil 
you  will  get  out  of  a  thousand-pound  steer  ? 

Mr.  Morris.  I  would  like  to  get  those  figures  for  you.  I  would  like 
to  be  accurate  on  them. 

Mr.  Hamilton,  I  do  not  want  to  put  you  to  too  much  trouble  on 
this  matter.  But  this  question  about  the  value  of  by-products  is 
rather  an  interesting  one.  I  suggest,  if  it  wouldn't  be  too  inuch 
trouble  to  you,  to  make  a  list  of  these  by-products,  and  take  a  thou- 
sand-pound steer,  for  illustration,  and  show  what  those  by-products, 
beginning  with  the  hide,  amount  to. 

Mr.  Morris.  Suppose  I  give  a  statement  of  our  beef  cost  on  a 
thousand-pound  steer,  and  mat  makes  allowance  for  hides  and  all. 

Mr.  Hamilton.  All  right;  itemize  it  all  the  way  down. 

Mr.  Morris.  I  will  be  glad  to  do  it. 

(Mr.  Morris  subsequently  supplied  the  following  information:) 

Figttres  on  1,000-pound  Hecr. 

Cost $151. 14 

Credits : 

Fat 5.61 

Hide 13.34 

Oflfnl 3.40 

Live  weight  1,000  pounds,  dressed  weight  554  pounds. 

Mr.  Hamilton.  In  making  some  investigation  of  this  matter  four 
or  five  years  ago,  I  recall  that  something  was  said  about  having  a 
market  in  China  for  certain  glands. 

Mr.  Morris.  Take  gallstones  from  cattle  and  they  go  to  Japan. 
I  think  most  everything  is  saved  from  a  steer,  and  I  think  that  is 
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what  makes  the  packing  business  interesting,  in  trying  to  make 
everything  profitable. 

Mr.  Hamilton.  Are  gallstones  of  cattle  the  result  of  disease) 

Mr.  Morris.  I  do  not  think  so. 

Mr.  Hamilton.  What  do  the  Chinese  use  those  gallstones  for? 

Mr.  Montague.  He  said  the  Japanese  used  them. 

Mr.  Morris.  They  go  to  the  Japanese.  I  think  they  use  them  for 
charms. 

Mr.  Hamilton.  I  would  like  to  find  out  what  the  charms  are  for. 

The  Chaikman.  We  must  hear  other  people  here,  so  we  must  hurry 
along. 

Mr.  Winslow.  How  many  times  do  you  turn  over  the  capital 
invested  in  your  feeders  in  a  year? 

Mr.  Morris.  I  suppose  our  total  investment  is  turned  over  three 
times  or  three  and  a  half  times. 

Mr.  Winslow.  If  you  reduce  your  cattle  feeding  business  to  a 
basis  of  three  times  turnover,  and  compare  it  with  the  earning 
from  vour  packing  industry,  do  you  divide  it  by  three  or  multiply 
the  other  by  three  you  can  do  either  way,  can't  you? 

Mr.  Morris.  How  is  that? 

Mr.  Winslow.  If  you  take  the  profits  of  the  packing  business  and 
multiply  them  by  three,  or  take  the  other  and  divide  it  by  three,  you 
will  get  the  earnings,  will  you  not? 

Mr.  Morris.  You  will  neither  divide  it  nor  multiply  it.  It  takes 
about  seven  and  a  half  months  to  feed  cattle.  So  you  can  turn  over 
your  money  once  and  a  half  times  in  feeding  cattle. 

Mr.  Winslow.  Or  three  times  in  the  packing  industry. 

Mr.  Morris.  Yes,  sir. 

Mr.  Winslow.  So  when  you  compare  the  value  of  the  money  in- 
vested in  that  business,  it  will  be  worth  only  half  as  much  ? 

Mr.  Morris.  You  will  probably  have 

Mr.  Winslow  (interposing).  If  you  made  $100  on  your  steers 

Mr.  Morris  (interposing).  $40  on  steers. 

Mr.  Winslow.  Well,  any  amount.  You  want  to  take  that  one 
turnover.  If  you  turned  it  over  three  times  you  would  make  $120, 
wouldn't  you  ?     That  makes  the  disparagement  even  greater. 

Mr.  Stephens.  What  date  did  you  market  this  last  yearns  output 
of  beef  cattle? 

Mr.  Morris.  We  do  not  market  10,000  cattle  any  one  day.  We 
have  two  loads  in  a  day  and  four  loads  another  day,  and  so  on. 

Mr.  Stephens.  Will  you  put  into  the  record  the  date  you  mar- 
keted it,  if  possible? 

Mr.  Morris.  The  individual  dates? 

Mr.  Stephens.  You  started  them  all  feeding  at  once,  didn*t  vou  ? 

Mr.  Morris.  Oh,  no:  you  could  not  buy  10,000  feeding  cattle  of 
the  kind  that  we  wanted  on  any  one  day.  In  a  general  way,  we  start 
putting  our  cattle  in  in  September  and  October,  and  maybe  a  Jew  in 
kovcml>er,  and  we  start  taking  them  out  probably  in  March,  and  it 
runs  from  March  until  August. 

Mr.  Stephens.  It  is  veiy  important  to  know  when  you  marketed 
your  cattle. 

Mr.  Morris.  Well,  we  run  along  from  March  until  August. 

Mr.  Hamilton.  What  have  you  been  paying  a  bushel  for  com,  «ay» 
last  season,  for  feeding  purposes? 
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Mr.  Morris.  You  see  last  year  we  did  not  feed  com,  but  fed  slop, 
and  slop  is  based  upon  the  corn  market  at  Peoria. 

Mr.  Hamilton.  When  did  you  quit  feeding  slop  ? 

Mr.  Morris.  Early  this  past  fall. 

Mr.  Hamilton.  Have  you  had  to  buy  corn  since? 

Mr.  Morris  Yes,  sir. 

Mr.  Hamilton.  How  much  have  you  been  buying? 

Mr.  Morris.  How  do  you  mean  ? 

Mr.  Hamilton.  Well,  how  much  have  you  been  paying  for  the 
corn? 

Mr.  Morris.  That  has  varied.  Of  course,  com  is  down  quite  a 
little  now  from  where  it  was. 

Mr.  Hamilton.  What  are  you  paying  now  ? 

Mr.  Morris.  When  I  left  Chicago  I  suppose  corn  was  worth 
around  $1.15  a  bushel.  I  do  not  know  what  it  is  worth  now.  Of 
iourse,  when  we  started  feeding  it  was  up  somewhere  around  $1.50  a 
bushel,  I  think. 

Mr.  Hamilton.  What  do  you  have  to  pay  for  com  down  in  the 
country  market,  in  the  smaller  towns,  say,  in  Illinois,  per  bushel? 

Mr.  Morris.  I  should  think  that  at  Peoria,  which  is  a  grain  mar- 
ket similar  to  Chicago,  only  smaller,  there  would  be  probably  the 
freight  differential  between  there  and  Chicago. 

Mr.  Hamilton.  It  would  be  what? 

Mr.  Morris.  I  think  probably  the  freight  differential  between 
Peoria  and  Chicago. 

Mr.  EscH.  I  think  3^ou  said  there  were  more  cattle  in  1918  than 
in  the  pi-eceding  year. 

Mr.  Morris.  Yes,  sir. 

Mr.  Escii.  In  that  connection,  I  think  it  might  be  interesting  to 
the  committee,  Mr.  Chairman,  to  put  in  right  here  the  statistics 
furnished  by  the  Bureau  of  Crop  Estimates  of  the  United  States 
Department  of  Agriculture,  from  reports  of  its  correspondents  and 
agents,  who  made  the  following  estimates  of  live  stock  on  farms  and 
ranges  of  the  United  States,  as  of  January  1,  1919: 


ITorses 

Muiet; 

Milch  cows., 
other  cattle. 

Sheep 

Swine 


r 

!      Numl)er. 

Aggregate 
value. 

'          21.534.000 

12,120,709,000 

1,925,000 

667,767,000 
1,8;?6,055,000 

23.467,000 

44,399,000 

1.960,670,000 

49,863,000 

579,016,000 

75,587.000 

1,665,987,000 

In  numbers,  horses  Imve  decreased  21, (MX)  from  the  total  for  1918;  mules  In- 
creased 52,(K)0:  inilch  cows  increased  ir)7.0()();  other  cattle  increased  287,000; 
shc^ej)  increase<l  1,2C>(),0(K);  swine  increased  4,609,0(K). 

In  average  value  per  head,  horses  decreased  $5.76;  mules  increased  $0.78; 
milch  cows  increased  $7.70;  other  cattle  increased  $3.28;  slieei)  decreaseil 
$0.21 ;  swine  increased  $2.r)0. 

In  total  value,  horses  decreased  $1 20.261  ,(X)0:  mules  increased  $40,088,000; 
milch  cows  increaseil  $157,188,000;  sheep  increased  $4,441,000;  and  swine  in- 
creased $278,726,000. 

The  total  value  on  January  1.  1910.  of  all  animals  enumerated  above  was 
$8,880,204,000,  as  coinpan>d  with  $S.L»84,10.S,(XH)  on  January  1.  1918.  an  increase 
of  $546,006,000,  or  6.6  per  cent. 
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The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Morri-- 

Mr.  Morris.  I  want  to  thank  you,  Mr.  Qiairman  and  gentleuieri 
of  the  committee,  for  the  courteous  treatment  I  have  received. 

The  Chairman.  Now  we  are  ready  to  hear  from  some  of  tlie 
representatives  of  Mr.  Wilson  or  Mr.  Cudah}'. 

Mr.  Creigh.  Mr.  Chairman,  I  am  Mr.  Creigh,  representing  tu^ 
Cudahy  Packing  Co.,  and  I  want  to  say  that  in  talking  with  Mr. 
Lightfoot  this  morning,  before  this  session,  I  had  understoo<l  chat 
Mr.  Wilson,  or  that  mlson  &  Co.,  would  go  ahead  this  morning,  ^> 
we  are  in  a  little  tangle.  I  now  understand  that  that  has  been 
changed  slightly. 

The  Chairman.  We  are  informed  that  both  Mr.  Wilson  and  Mr. 
Cudahy  are  attending  a  meeting  at  the  Food  Administration. 

Mr.  Creigh.  That  is  true  of  Mr.  Cudahy,  and  I  understand  i- 
true  of  Mr.  Wilson. 

The  Chairman.  This  matter  came  up  when  you  were  not  in  the 
room,  and  the  committee  expressed  no  objection  to  the  abseni^e  of 
Mr.  Wilson,  nor,  of  course,  of  Mr.  Cudahy,  on  account  of  the  busi- 
ness that  they  are  now  attending  to.  Any  representative  of  ^Ir. 
Cudahy  may  go  ahead  with  his  statement,  so  far  as  the  committif 
is  concerned. 

Mr.  Creigh.  I  am  asking  you  the  question  whether  you  exj>ect  to 
continue  the  hearings  this  afternoon  under  the  new  circumstan"e<, 
as  we  are  trying  to  shape  up  our  arrangements,  so  as  to  fix  the 
time. 

The  Chairman.  Yes,  sir.  We  will  take  a  recess  until  2  oVl^xk. 
after  we  finish  the  morning  session,  and  continue  on  during  the 
afternoon  if  there  is  somebocly  yet  to  be  heard. 

Mr.  Creigh.  As  a  part  of  the  program,  we  have  a  stock  yards  in- 
terest at  Wichita,  Ivans.,  and  we  had  asked  Mr.  Brooks,  the  presi- 
dent of  that  company,  and  not  only  a  stockyard  man,  but  a  man 
familiar  with  cattle  conditions  in  Kansas  and  the  southwest  gener- 
ally, to  come  in  and  give  you  a  description  of  the  conditions  i:. 
those  yards  and  the  effect  of  the  acquisition  by  the  Cudahys  of  a  cer 
I:ain  interest  in  the  yards  some  years  ago.  I  would  say  that  I 
think  Mr.  Brooks  is  readv  to  go  ahead  if  vou  are  readv  to  hear 
him. 

The  Chairman.  Is  he  to  speak  in  behalf  of  the  Cudahy  interests! 

Mr.  Creigh.  In  a  general  way. 

The  Chairman.  I  want  to  sav  that  sto-kvards  men  have  been 
pretty  fully  heard,  and  I  think  under  the  circumstances  those  called 
the  big  five  packers  should  be  heard  without  fail.  I  thought  we 
would  get  through  last  week,  but  we  did  not,  and  now  these  men 
have  come  over  into  this  week.  Fully  10  days  ago,  I  think  it  was, 
thinking  this  would  all  be  over,  I  agi'eed  that  on  next  Friday,  tlie 
last  day  of  this  month,  to  hear  a  lady  who  is  to  come  here  fnun 
New  York  representing  the  Consumers  league,  and  somebody  rej>- 
resenting  the  American  Federation  of  Labor.  I  agree<l  to  that 
about  10  days  ago.  They  did  not  want  to  come  here  until  that  timo. 
They  agreed  that  if  they  did  not  get  through  on  that  day  they 
would  not  ask  more  time.  Nobody  remains  but  Mr.  Wil*«on  nntl 
Mr.  Cudahy  to  be  heard  of  the  big  five  packers,  and  the  stock  vanls 
matter  might  he  taken  up  later  if  thought  necessary,     IIowe%*er,  it 
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has  been  very  fully  discussed  so  far.  I  mean,  we  have  heard  a  num- 
ber of  stockyards  men.  Inasmuch  as  it  was  not  involved  in  these 
so-clalled  charges  made  by  the  Federal  Trade  Commission,  I  thought 
it  best  to  have  the  five  large  packers  heard  fully,  because  they  have 
a  personal  interest  in  this  matter  outside  of  the  general  interest. 

Mr.  Creigh.  May  I  make  this  suggestion:  We  of  the  Cudahy 
Packing  Co.  would*  like  to  have  Mr.  Brooks  brought  in  under  our 
time,  and  Mr.  McNaughton  and  myself  could  take  up  the  afternoon, 
and  then  if  we  could  have  a  few  mmutes  to-morrow  morning  for  Mr. 
Cudahy  himself  to  appear  before  the  committee  and  make  a  short 
statement,  that  woula  complete  our  presentation. 

The  Chairman.  Mr.  Wilson  was  given  to-day,  in  fact,  he  was  given 
Monday,  and  I  could  not  put  Mr.  Wilson  to  the  rear  any  more  than  I 
could  put  Mr.  Cudahy  to  the  rear  if  he  had  been  here.  Here  is  the 
point:  If  any  of  you  gentlemen  who  are  here  representing  Mr. 
Cudahy  w^ant  to  speak  on  general  packing  conditions,  tjiere  can  be 
no  objection  to  it  at  all.  But  I  dislike  to  start  in  on  the  stockyards 
business,  because  there  is  a  gentleman  from  Chicago  who  wants  to 
testify  on  stockyards,  and  one  from  Texas  who  wants  to  talk  on 
stockyards,  and  that  subject  has  been  heard  more  fully  than  any 
subject  matter  before  us.  If  you  want  to  do  this  and  lose  the  time, 
all  right,  for  other  people  must  be  heard  on  Friday,  the  last  day  of 
the  month,  and  we  have  got  to  end  this  hearing  some  time.  But  I  do 
not  want  it  to  be  said  that  any  of  the  large  packers  failed  to  have  a 
full,  free,  and  complete  opportunity  to  be  heard.  The  country  ex- 
pects that,  and  I  am  sure  the  committee  wants  that,  and  I  imagine 
that  the  packers  would  like  to  be  heard. 

Mr.  Creigh.  Probably  that  would  apply  to  the  Cudahy  stoc^kyards, 
and  Mr.  Brooks  could  speak  on  that.  And  on  the  general  cattle 
situation,  no  one  is  better  informed  than  he  is. 

Now,  I  find  that  Mr.  Lightfoot  and  myself  have  got  on  cross-pur- 
poses, unintentionally,  and  I  think  he  would  concede  to  Mr.  Cudahy 
that  he  have  half  an  hour  to-morrow^  morning. 

Mr.  Lightfoot.  I  will  state  that  at  the  beginning  it  had  been  Mr. 
Wilson's  intention  to  cover  the  whole  subject  matter  of  this  investi- 
gation as  that  relates  to  the  interests  of  Wilson  &  Co.  He  has  been 
advised,  however,  that  this  committee  has  gone  very  fully  into  this 
subject,  on  the  great  economic  questions  involved,  and  he  will  prob- 
ably limit  his  own  statement  now,  and  make  a  much  shorter  statement 
than  if  he  had  come  in  at  the/ beginning,  feeling  that  the  committee 
has  fully  satisfied  itself  on  a  great  many  of  these  questions.  So  it 
would  not  inconvenience  him  in  any  way,  I  am  sure,  for  Mr.  Cudahy 
to  have  what  time  he  ma}^  need  to-morrow  morning.  And  I  am 
sure  further  that  Mr.  Wilson  will  be  able  to  finish  any  statement  he 
intends  to  make  in  probably  30  or  40  minutes,  with  any  remaining 
time  to  be  devoted  to  such  questions  as  the  committee  may  be  pleased 
to  ask  him.  So  it  will  not  delay  the  hearing  in  any  way,  I  am  sure, 
to  grant  the  request  which  Mr.  Creigh  makes. 

The  Chairman.  If  Mr  Cudahy  and  Mr.  Wilson  are  satisfied,  and 
will  understand  that  this  committee  is  doing  everything  we  can  to 
hear  them,  and  if  they  are  willing  to  waive  some  of  their  time  and 
let  the  stockyards  men  to  be  brought  in  to  be  heard,  all  right. 

Mr.  Hamilton.  Mr.  Chairman,  I  understood  a  while  ago  that  the 
traffic  man  for  Wilson  would  be  heard. 
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The  Chairman.  No;  he  was  to  follow  Mr.  Morris. 

Mr.  LuaiTFOOT.  I  am  somewhat  responsible  for  the  embarrassment 
that  Mr.  Creigh  finds  himself  in.  In  order  to  expedite  the  hearings, 
it  was  understood  on  yesterday  that  Mr.  Wilson  would  come  in  this 
morning.  lie  intended  to  do  so  and  canceled  his  engagement  to  pre- 
side over  the  meeting  at  the  Food  Administraticm.  A  great  many 
other  packers  were  here,  and  the  members  of  the  F<kh1  Administration 
insisted  that  Mr.  Wilson  should  preside  over  the  meeting,  and  then 
he  asked  me  to  arrange  it  with  the  committee  and  with  the  witnesses 
that  others  be  heard  to-day  and  that  he  lie  heard  to-morrow.  It  was 
only  a  few  minutes  ago  that  I  was  able  to  reach  Mr.  (^reigh,  and  now 
he  is  attempting  to  fill  in  the  time  so  that  the  committee  will  not  In^e 
any  time,  and  the  hearing  will  not  be  delayed. 

The  Chairman.  That  is  satisfactory.  But  why  not  take  a  traffic 
man,  now,  who  touches  the  whole  industry,  and  then  get  down  to  the 
stockyards  business  later,  if  it  is  necessary  to  hear  further  argument 
on  that  subject.  I  am  afraid  if  we  take  up  the  stcK*kyard  business  now, 
that  we  will  delay  other  matters,  because  there  are  so  many  other  mat- 
ters to  be  considered  that  have  not  been  gone  into  as  fully  as  thest^K^k- 
yard  matter  has,  and  these  other  matters  should  l)e  fully  considered. 

Mr.  DoREMis.  Who  was  the  gentleman  who  was  up  here  a  few 
minutes  ago  and  who  was  to  be  heard  i 

Mr.  McXArciiiTox.  I  was  the  man  referred  to,  but  Mr.  Creigh  is 
our  counsi'l,  and  that  is  all  right. 

Mr.  CRKKiir.  I  will  agree  that  Mr.  McXaughton  nuiy  now  go  in  antl 
be  heard  if  it  is  desired. 

The  Chaikman.  All  right,  let^us  go  ahead.  I  wanted  s<mie  one  who 
would  touch  on  the  general  subject.  I  did  not  want  to  take  up  the 
matter  further  with  stockyards  men  when  there  ai*e  other  men  here  to 
be  heanl. 

Now,  Mr.  McNaughton,  give  your  name,  position,  and  address  to 
the  stenographer. 

STATEMENT  OF  MB.  7.  A.  McNAHOHTON,  TBAFFIC  MAHAGEE, 

CXnDAHY  PACEIHO  CO.,  OMAHA,  HEBK. 

The  (^iiAiRMAN.  You  may  now  proceed  with  your  statement. 

Mr.  McXAr(iiiT()x.  I  am  the  tranic  nuinager  of  the  Cudahy  Packinjc 
Co.,  with  general  (offices  at  Chicaco,  111.,  a  ])osition  I  have  held  for  the 
past  liO  yeai*s.  I  have  also  .something  to  do  with  the  sto<'kyards  inter- 
ests of  the  Cudahvs. 

(icntlemen  of  the  committee,  I  only  intend  to  touch  upon  the  |K>ints 
that  to  my  knowledge  have  not  Innm  completely  or  fully  covered.  1 
was  very  jjlad  to  see  in  the  hands  of  one  of  theinemWrs  of  the  com- 
mittee, this  morning  a  copy  of  tiie  Interstate  Commerce  Commissioned 
oi)inion  in  the  Private  Car  Case,  Docket  4J)()(».  All  of  the  questions  I 
have  heard  aske<l  this  morning  are  most  fully  replied  to  in  tliat 
opinion  (if  the  commission.  The  investigation  and  in(|uiry  was  mooi^ 
exhaustive,  and  was  one  covering  a  long  peri«Kl  of  time,  and  including; 
the  testinn^ny  of  a  large  ntuulH»r  of  witnesM»s,  and  to  my  mind  it  is  a 
conji)!ete  reply  to  this  whole  question  as  to  whei^e  the  l)est  efficiency 
is  obtained  in  connection  with  the  refrigerator  car  question. 
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I  shall  not  burden  this  committee  by  going  into  things  that  have 
been  covered  by  others.  Our  situation  is  relatively  the  same,  that  is, 
the  Cudahy  Packing  Co.,  when  they  wanted  to  go  into  the  marketing 
of  fresh  meat,  especially  carcass  stuflF,  first  found  it  necessary  to  get  a 
supply  of  refrigerator  cars.  They  purchased  in  1889  fifty  refrigerator 
cars.  They  have  added  to  that  supply  from  year  to  year  as  it  was 
necessary  by  their  ability  to  get  an  additional  supply  of  live  stock  and 
find  a  market  for  the  product.  To-day  the  Cudahy  Packing  Co.  owns 
1,476  refrigerator  cars. 

I  shall  not  go  into  the  financial  end  of  the  matter,  because  that 
seems  to  have  been  fully  covered  in  the  statement  of  the  Interstate 
Commerce  Commission,  which  commission  is  emphatic  on  the  point 
that  these  refrigerator  cars  are  operated  at  a  loss. 

I  wish  now  to  refer  to  a  question  asked  by  Mr.  Esch  in  regard  to 
additional  compensation. 

It  is  true  that  there  was  additional  compensation  of  one- fourth  of 
a  cent  per  mile  for  both  loaded  and  empty  movements  on  refrigerator 
cars,  which  became  effective  some  time  in  1917.  That  was  not  the 
result  of  any  order  of  the  Interstate  Commerce  Commission.  It  was 
a  voluntary  act  on  the  part  of  the  railroads  after  a  most  thorough 
investigation  into  the  needs  of  the  private  refrigerator-car  companies. 
Notwithstanding  that  additional  income  for  the  year  1918,  we  had 
the  greatest  loss  we  had  ever  sustained  in  connection  with  the  move- 
ment and  operation  of  our  refrigerator  cars. 

The  movement  of  our  cars  for  the  year  was  also  the  lowest  in  his- 
tory. That,  as  we  can  all  recognize,  was  due  to  the  general  conges- 
tion on  railroads,  and,  of  course,  to  the  high  cost  of  labor  and  ma- 
terial. 

Mr.  Esch.  And  to  climatic  conditions? 

Mr.  McNaughton.  That  had  a  great  deal  to  do  with  it.  That  had 
to  do,  by  the  way,  with  the  congestion. 

Now,  gentlemen  of  the  committee,  in  connection  witTi  this  ma;tter, 
there  is  something  more  involved  than  the  mere  question  of  the  re- 
frigerator cars  owned  by  the  so-called  five  big  packers.  The  private-car 
2uestion  involved  in  docket  4906  considered  private  cars  of  all  kinds, 
to  January  1, 1918,  there  were  about  1,000  owners  of  private  cars.  The 
railroad  companies  owned  65,000  refrigerator  cars.  There  were  about 
200,000  privately  owned  cars  of  all  kinds,  including  tank  cars,  box 
cars,  <;oal  cars,  poultry  cars,  and  various  other  kinds  of  cars,  and  in- 
cluded in  that  number  were  65,000  refrigerator  cars.  Some  of  these 
65,000  refrigerator  cars  belong  to  the  railroads  but  were  operated 
independently — ^that  is,  as  private  companies.  For  example,  the 
Santa  Fe  Kefrigerator  Despatch  and  the  American  Refrigerator 
Transit  Co.'s  cars  are  included,  as  I  understand,  in  these  figures. 
The  Interstate  Commerce  Commission's  report  states  that  the  value 
of  these  200,000  cars  is  something  like  $250,000,000.  I  assume  that  if 
that  were  so  at  the  time,  it  is  a  great  deal  more  now.  To-day's  value 
would  probably  be  twice  that  amount,  and  if  so  that  would  be 
$500,000,000  now. 

These  figures  do  not  include  repair  facilities.     The  five  larger 

g ackers  own  17,500  refrigerator  cars,  or  27  per  cent  of  the  whole. 
o  far  as  I  know,  none  of  them  have  enough.    I  know  we  have  not. 
Now,  as  I  understand,  the  basis  for  this  proposed  legislation  with 
respect  to  the  car  question  is  the  complaint  of  certain  shippers,  who 
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say  they  can  not  get  cars  from  the  railroads  or  from  those  who  have 
cars  ana  can  not  get  proper  movement. 

In  my  opinion,  since  the  passage  of  the  Esch  bill,  amending:  the 
interstate-commerce  act,  there  is  now  sufficient  power  in  the  hands 
of  the  commission  to  require  railroad  companies  to  furnish  cars 
within  reasonable  demands.  There  are  a  number  of  private  car 
companies  who  make  a  business  of  manufacturing  cars  and  leasing 
them.  We  have  100  such  cars  in  our  service  at  this  time,  and  are 
using  them  right  along. 

By  the  way,  we  racked  up  those  cars  last  fall  in  anticipation  of  a 
shortage  and  in  recognition  of  the  general  railroad  situation.  That 
cost  us  about  $50  a  car  to  rack  them  up  for  the  transportation  of  car- 
cass meat.  Other  shippers  have  access  to  the  same  source  for  a  supply 
of  cars.  The  figures  I  have  mentioned  regarding  railroad  refrigera- 
tor cars  show  a  very  large  increased  equipment  now  owned  by  the 
railroad  companies. 

In  connection  with  the  matter  of  efficiency,  I  wish  to  say  that  the 
average  miles  of  travel  per  day  of  the  Cudahy  refrigerator  cai-s  for  five 
years,  from  1914  to  1918,  inclusive,  is  90  miles.  That  means  for  tlie 
24:-hour  day  and  for  365  days  in  the  year.  It  considers  detention 
for  loading,  unloading,  and  repairs.  On  the  basis  of  90  miles  per 
day,  it  takes  33-^  days  to  make  a  round  trip  between  Omaha  and 
New  York  (3,000  miles).  The  railroad  pays  for  the  use  of  this  car 
1  cent  a  mile.  In  other  words,  it  is  $30  for  the  round  trip  of  3,000 
miles.  This  is  an  average  of  HJ  miles  per  hour.  I  do  not  think 
anyone  will  argue  that  that  is  unreasonably  fast  service.  I  am 
reliably  informed  that  the  railroad  equipment  will  not  average  30 
miles  per  day  all  around.    I  think  that  figure  is  conservative. 

But  to  extend  the  benefit  of  the  doubt,  let  us  consider  it  at  30 
miles  per  day.  I  would  now  like  to  ask  you  gentlemen  to  take  out 
your  pencil  and  follow  me,  if  you  will,  on  these  figures,  and  I  think 
we  will  probably  clear  up  some  of  these  questions  of  efficiency. 

At  that  rate  of  travel — 30  miles  per  day — it  takes  100  days  U> 
move  a  car  3,000  miles.  At  this  ratio  it  would  take  about  3  cars 
to  move  the  same  amount  of  meat  food  products  3,000  miles  that 
is  now  moved  in  one  of  the  Cudahy  refrigerator  cars.  From  the 
best  inforamtion  I  am  able  to  get,  it  costs  the  railroad  at  least  2 
cents  a  mile  to  furnish  cars.  Now,  as  I  understand  it,  that  only 
covers  maintenance.  That  being  so,  the  railroad  company  would 
either  have  to  increase  the  speed  three  times  or  provide  three  cars 
to  get  the  same  efficiency  now  had  wtih  one  Cuaahy  car.  And  it 
would  cost  $180  merely  to  maintain  three  cars  to  do  the  same  amount 
of  work,  which  is  an  excess  of  $150  over  the  present  cost  of  furnishing 
cars  for  that  particular  service.  This,  by  the  way,  represents,  as 
you  will  see  later,  about  70  per  cent  of  the  per  car  freight  earnings. 
Now,  looking  at  it  from  a  little  different  angle,  on  the  basis  of  an 
average  travel  of  90  miles  per  day,  a  Cudahy  car  would  make  sub- 
stantially 11  round  trips  between  Omaha  and  New  York  in  3r»r> 
days.  The  freight  earnings  on  a  car  of  fresh  meat  of  22,000  pounds 
at  98  cents,  equals  $215.60  per  trip.  The  total  freight  earnings  for 
the  year  would  be  $2,371.60.  At  the  ratio  of  30  miles  per  day  under 
railroad  operation,  a  car  would  make  three  and  two-thirds  round 
trips  between  the  same  points  and  earn  under  the  same  load  freight 
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earning  of  $646.80,  a  deficit  of  $1  J24.80,  as  against  the  earnings  of 
the  privately  operated  car.  Multiply  those  figures  by  the  yearly 
movement  and  consider  the  efficiency  as  compared  with  railroad 
ownership  and  operation  and  the  results  are  easily  understood. 

Mr.  EscH.  Is  your  comparison  with  the  average  car  owned  by  the 
carrier  or  with  the  refrigerator  car  owned  and  operated  by  the 
carrier? 

Mr.  McNaughton.  No  ;  that  is  the  average. 

Mr.  EscH.  If  you  have  data  comparing  the  packer-owned  refrig- 
erator car  and  the  railroad-owned  refrigerator  car,  that  would  be  a 
more  rational  comparison. 

Mr.  McNaughton.  I  haven't  that  information.  I  would  say  that 
the  travel  of  a  railroad  refrigerator  car  would  be  somewhat  higher 
than  the  general  average  of  cars.  What  that  figure  would  be  I  do 
not  know,  but  I  am  taking  the  general  average. 

Now,  I  think  we  can  cover  this  discrimination  feature  and  get  a 
better  idea,  if  you  will  just  follow  along  this  line: 

It  takes  six  day,  substantially,  to  move  a  loaded  car  of  fresh  meat 
from  Omaha  to  New  York,  1,500  miles.  That  is  250  miles  a  day. 
Now,  the  small  packer's  car  and  the  big  packer's  car  are  in  the  same 
train,  and  receiving  exactly  the  same  service.  That  is,  10^  miles  per 
hour.  Now,  allow  two  days  for  unloading,  20  days  for  the  return  of 
the  car,  and  that  is  75  miles  per  day,  or  3  miles  per  hour.  Allow  two 
days  for  repairs,  precooling  and  loading,  and  you  have  a  total  of  30 
(lays  involved  for  the  round  trip  of  3,000  miles,  or  close  to  100  miles 
per  day. 

Now,  gentlemen  of  the  committee,  so  far  as  the  Cudahy  Packing 
Co.  is  concerned,  we  watch  the  unloading  of  cars  very  closely.  We 
also  watch  the  forwarding  of  these  cars  immediately  they  are  un- 
loaded, and  getting  them  out  of  terminals.  We  then  watch  their 
movement  all  along  the  line,  progressing  it  as  much  as  we  can.  We 
have  a  force  for  that  purpose. 

Mr.  Montague.  By  "forwarding"  do  you  mean  the  return  of  the 
cars  to  the  owner? 

Mr.  McNaughton.  Yes,  sir.  Now  put  two  days  additional  time 
for  unloading,  10  more  for  the  return,  and  two  days  more  for  repairs 
and  unloading,  and  you  have  14  davs,  additional  days,  or  a  total  of 
44  instead  of  30  days,  and  that  reduces  your  average  to  70  miles  a 
day.  So  you  will  readily  recognize  on  what  depends  efficiency  of 
operation.  If  the  cars  can  not  be  unloaded  promptly ;  if  the  shipper 
does  not  have  enough  tonnage  to  load  them  promptly ;  if  he  doesn't 
have  proper  facilities  for  repairing  them  promptlv ;  or  if  his  traffic 
goes  to  short  points,  where  there  isn't  opportunity  for  efficient  service, 
you  will  see  what  it  means.  For  example,  in  the  switching  trade, 
or  anything  like  that,  you  can  readily  recognize  that  all  these  things 
would  be  factors,  including  delay  in  transportation  and  lack  of 
efficiency  in  handling. 

Mr.  Sweet.  The  figures  you  have  here  cover  car  movement  all  over 
the  United  States,  do  they  ? 

Mr.  McNaughton.  That  is  the  average  of  travel  by  all  Cudahy 
cars. 

Mr.  Sweet.  You  are  not  taking  any  particular  portion  of  the 
country? 
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Mr.  McNaughton.  No,  sir.  By  taking  the  Omaha-New  York 
movement,  I  am  merely  trying  to  afford  a  more  concrete  illustration. 

Now,  in  connection  with  the  valuation  feature,  which  is  also  an 
important  subject  in  this  matter:  Say  the  five  larger  packers'  cars 
are  worth  $20,000,000.  And  these  figures  are  not  very  far  from  the 
value  reported  in  the  4,906  proceedings.  The  cars  ^re  naturally 
much  more  valuable  to-day  on  account  of  the  greatly  increased  ccm 
of  all  kinds  of  material.  On  the  railroad  basis  of  operation,  it  would 
take  practically  three  cars  for  each  packer  car,  or  say  about  5->*0n() 
cars  instead  of  17,500  cars.  The  investment  in  that  event  would  run 
to  about  $60,000,000  merely  to  furnish  the  cars  without  considerate:.! 
of  increased  values.  If  the  value  were  twice  what  it  was  when  thesi* 
figures  were  made,  then  it  would  be  $120,000,000. 

I  prepared  a  lot  of  data  on  the  construction  and  operation  of  car>. 
but  do  not  wish  to  burden  this  committee,  and  appreciate  that  the 
question  may  have  been  gone  into  extensivel3%  and  perhaps  yon 
understand  all  about  it,  so  if  you  desire,  we  will  pass  that  by. 

Mr.  EscH.  If  you  have  the  data  there,  I  suggest  that  you  make  it  a 
part  of  the  hearing. 

The  Chairman.  Yes,  sir:  make  it  a  part  of  the  hearing,  whetlier 
you  read  it  to  us  or  not. 

Mr.  McXafghton.  The  puq>osc  is  to  make  the,  interior  of  tli»' 
refrigerator  car  as  nearly  as  possible  impervious  to  the  outside  el«»- 
ments,  to  prevent  deterioration  in  the  warm  .^ason  ami  present 
freezing  in  the  colder  season.  This  means  the  use  of  the  best  known 
insulatmg  material,  usually  two  or  three  (ourses  of  hair  felt  an«i 
paper  in  the  sides  and  emh,  held  in  place  by  a  system  of  wo<^l*-'i 
strips  and,  together  with  the  inside  and  outside  ceiling,  form**  a 
solid  wall  of  insulation  about  8  inches  thick.  The  floor  is  insulatf^i 
between  the  sills  with  the  same  kind  and  amount  of  insulating  mat«^- 
I'ial  and  on  top  of  the  sills  is  a  five-eighths-in<^'h  woo<len  decking. 
covered,  first,  with  waterproof  semi-liquid  material,  similar  to  a-- 
phaltum,  but  without  the  odor;  second,  with  felt  pad  about  om» 
eighth  inch  thick;  and  third,  with  2-inch  tongue  and  giHxive  kiln 
dried  flooring,  the  gi'oove  being  filled  with  the  same  asphalti*'  mate- 
rial. The  floor  is  perhaps  the  weakest  part  of  the  refrigerator  ••r 
from  the  standpoint  of  leakage.  There  is  necessarily  a  considoraM*' 
moisture  that  comes  from  condensation  on  the  metal  parts  from  t*.f 
interior  of  the  car  and  if  this  njoisture  fimls  its  way  into  the  infill- 
tion  the  whole  system  of  refrigeration  is  defeated  by  having  ai. 
active  conductor  of  heat  and  cold ;  in  other  wonls,  a  leaky  car.  Tlh* 
roof  is  insulated  with  the  same  kind  of  insulating  nuiterial  as  x\\r 
sides  and  ends,  but  is  practically  a  double  roof  with  an  air  spaa* 
between. 

The  ice  tanks,  which  form  the  basis  of  refrigeration,  consb4  tif 
four  in  number  in  each  end  of  the  car.  They  are  made  of  heav> 
sheet  iron  20  by  20  by  72  inches.  The  ice  and  salt  are  put  in  at  the 
top  and  at  each  end  of  the  car,  through  what  we  call  liatchway*. 
For  fresh  meat  the  tanks  are  filled  with  crushed  ice  and  rock  fwlu 
the  amount  of  salt  varying  with  the  season  of  the  year  and  the 
amount  of  refrigeration  needed.  For  so-called  cured  meat,  lard,  et**.. 
lump  ice  and  no  salt  is  used,  the  object  being  to  prevent  shrinka^ 
from  excessive  heat  and  in  the  cooler  season  of  the  vear  no  ice  at  all 
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is  necessary  in  shipping  such  products  in  certain  territories.  When 
the  ice  tanks  are  nlled  the  hatch  plug  is  put  in  place.  These  plugs 
are  heavily  insulated  and  padded  around  the  edge  and  so  formed  as 
to  make  a  wedge  about  18  inches  thick,  thus  sealing  the  top  of  the 
tank  and  this  plug  is  held  in  place  by  trap  door  securely  fastened. 
The  doors  are  heavily  insulated  and  are  padded,  reinforced  by 
system  of  springs,  and  so  shaped  as  to  form  a  wedge  and  are  opened 
nnd  closed  and  held  in  place  by  heavy  iron  lever.  The  melting  of 
the  ice,  either  with  or  without  the  aid  of  rock  salt,  forms  a  liquid 
of  a  temperature  depending  on  the  rapidity  with  which  the  evapora- 
tion occurs.  Where  salt  is  used  the  liquid  is  called  "brine."  The 
value  of  this  for  refrigeration  has  its  limitations  and  when  it  has 
*'  spent  itself,"  so  to  speak,  it  should  be  removed.  To  ac  omplish  this 
each  metal  tank  has  an  outlet  valve  about  18  inches  from  tlie  bottom 
and  the  liquid  is  expelled  either  through  tlie  weight  of  the  new 
supplv  of  ice,  put  in  at  each  icing  station  (averaging  16  to  24  hours 
apart)  or  a  release  rod  in  the  hatchways,  which  operates  more  or 
less  automatically.  The  liquid  is  released  into  the  interior  of  the 
car  on  to  a  metal  apron  or  pan  laid  on  top  of  the  floor  and  under 
the  tanks.  The  construction  of  the  car  is  such  as  to  form  a  natural 
drain  to  the  outside.  The  well  is  so  constructed  as  to  form  a  trap 
by  holding  the  water  up  to  a  certain  point  and  thus  sealing  the  outlet 
against  the  outside  elements.  In  the  winter  season  ro  "k  salt  is  placed 
in  thesse  wells  or  traps  to  prevent  freezing  of  the  liquid  and  thus 
avoid  the  flooding  of  the  interior  of  the  car  and  damaging  the  lading. 

I  wish  now  to  speak  of  some  of  the  services  and  responsibilities 
attached  to  the  maintenance  and  operation  of  these  cars.  Repair, 
rebuilding  and  building  plants  are  maintained  by  each  packer,  or 
private  car  owner  involving  an  outlay  of  a  large  amount  of  capital 
and  employment  of  the  most  modern  facilities  for  rapid  and  effec- 
tive work.  The  packer  doesn't  wait  for  lower  prices  for  material 
or  labor  and  you  don't  see  the  railroad  yard  jammed  with  packers 
refrigerator  cars  awaiting  repairs  or  rebuilding.  When  a  car  gets  in 
such  shape  that  it  won't  function  properly,  it  is  scrapped  and  a  new 
car  put  in  its  place. 

The  only  value  of  the  car  to  the  packer  is  to  have  it  fit  for  service. 
The  life  of  a  car  for  fresh  meat  service  is  between-  8  and  10  vears 
and  then  must  either  be  put  into  transportation  of  less  perishable 
articles,  or  completely  rebuilt ;  in  the  interim  there  must  be  extensive 
renewal  of  tanks,  drip  pans  and  practically  all  interior  metal  parts. 
The  life  of  metal  tanJcs  is  about  5  years.  That  is  so  because  of  the 
brine  which  not  only  rapidly  eats  away  the  metal  in  the  tanks,  but 
also  similarly  affects  all  other  metal  parts  of  the  car,  especially 
the  interior. 

It  needs  no  argument  to  convince  that  the  packer  or  producer  of 
the  product,  whose  very  existence  depends  upon  eflScient  transporta- 
tion of  his  products,  has  the  greatest  possible  interest  in  the  fitness 
of  the  vehicle  for  this  highly  specialized  and  all  important  work 
and  this  interest  must  be  regarded  as  exceeding  that  of  any  institu- 
tion which  merely  transports. 

Now,  Mr.  Chairman  and  gentlemen  of  the  committee,  to  speak 
of  some  of  the  services  and  responsibilities 

Mr.  Montague  (interposing).  What  is  the  weight  of  one  of  these 
cars? 
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Mr.  McNauohton.  Well,  they  will  average  anywhere  from  45,000 
to  50,000  pounds,  depending  upon  construction.  The  modem  con- 
struction for  a  refrigerator  car  is  with  steel  channels  extending  from 
end  to  end.  Modern  railroad  operating  conditions  have  required  a 
very  heavy  reinforcing  of  refrigerator  cars,  not  only  in  the  matter 
of  channels,  but  in  the  draft  aim  and  everything  that  has  to  do 
with  the  pulling  and  bumping  shock  that  the  car  goes  through. 

Mr.  Montague.  Where  do  you  reice  the  car? 

Mr.  McNauohton.  On  the  top  of  the  car. 

Air.  Montague.  Somewhat  as  you  put  water  into  a  Pullman  car? 

Mr.  McNaughton.  Well,  I  do  not  know,  but  perhaps  somewhat 
on  the  same  basis.  But  these  tanks  are  at  each  end  of  a  refrigerator 
car. 

Mr.  Montague.  Well,  that  is  all  right.    Go  ahead. 

Mr.  McNaughton.  Now,  to  get  an  idea  of  what  is  involved  in  the 
inspection  and  preparation  for  loading,  we  will  take  the  car  when 
it  gets  back  to  the  loading  plant.  There  is  an  inspection  on  the  rail- 
road terminal,  merely  relatinc:  to  the  running  gear  and  general  fitness 
of  the  car  for  movement.  This  involves  only  a  superficial  examina- 
tion of  the  car  body.  Then  the  car  goes  to  the  owner  to  do  whatever 
work  is  necessary.  The  owner's  force  of  repairmen  then  go  over 
the  car  in  detail,  see  if  the  doors  fit  tightly,  if  the  hatch  plugs  are 
missing  or  need'  repairs,  if  the  interior  has  been  damaged  in  any 
way  by  driving  nails  throuffh  the  insulation,  if  the  tanks  are  leaky 
(and  a  small  nail  hnle  is  sufficient  to  throw  the  car  out)  or  damage<l 
bv  careless  loading  by  the  railroad,  to  find  out  if  the  traps  are  in 
place,  and  free  from  sedimentary  deposit,  and  if  the  insulation  is  in 
place. 

I  might  sav  that  the  tanks  are  drained  every  time  the  car  i« 
returned,  letting  everything  come  out  that  will  through  the  trap 
door  at  the  bottom  of  the  t4ink.  In  the  spring  of  the  year  we  ^art 
in  and  clean  out  the  sediment  that  has  been  deposited  during  the 
winter  months.  There  is  a  deposit  at  the  bottom  of  the  tank  of 
about  6  to  12  inches.  almo<;t  a  solid  mass.  That  has  no  refricerat- 
ing  or  insulating  value.  That  must  be  looked  after,  and  if  it  were 
not  looked  after,  it  would  be  only  a  question  of  time  until  the  tnnk< 
would  bo  stopped  up  with  that  stuff  and  the  refrigeration  effective- 
ness impaired  accordingly.  • 

The  Chairman.  The  committee  will  now  take  a  recess  until  2 
oVlock. 

(And  at  1  o'clock  and  5  minutes  p.  m.,  the  committee  reoe*5«e*l 
until  2  oVIock  p.  m.) 

AFTER   RECESS. 

The  committee  rens-einbled  at  the  expiration  of  the  recess. 
The  (^lAiRMAX.  Mr.  McNaughton,  you  may  proceed  with  your 
stafenient.     I  want  to  sav  now  so  that  vou  mav  clejirlv  unders^au'l 

•  «  •  • 

that  if  there  is  anv  material  that  vou  have  there  that  vou  do  not 
care  to  read  it  can  l>e  handeil  in  and  it  will  ap]>ear  in  the  reoonl  of 
the  henriiitr  tlie  ^aine  as  if  it  was  read. 

Mr.  AFcNatghton.  T  thank  you.  Mr.  Chairman;  I  did  not  under- 
stand that,  otherwise  I  should  not  have  burdened  the  committee  with 
all  this  "^ttiff.  There  is  only  a  very  small  amount  of  my  statement 
left,  and  I  can  finish  it  in  five  minutes. 
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The  Chairman.  You  may  proceed  in  your  own  way. 

Mr.  McNaughton.  I  will  continue  where  I  left  off — is  the  insula- 
tion in  place?  It  is  not  infrequent,  wherever  body  work  of  car  is 
done  by  the  railroads,  we  have  to  do  it  over  again,  because  of  the 
imperfect  manner  in  which  it  was  done.  I  have  seen  cases  where 
the  upholstering  from  mattresses  was  put  in  for  insulating  material 
to  take  the  place  of  hair  felt.  Certain  men  who  become  more  or 
less  expert  on  different  features  of  the  work  are  assigned  to  that 
particular  work  and  the  job  is  done  there  and  then  on  the  theory  of 
a  stitch  in  time. 

The  car,  after  beinjg  properly  fixed  up.. goes  to  the  cleaning  and 
icing  dock  where  it  is  inspected  for  its  fitness  to  load. .  If  it  has- 
been  loaded  with  anything  that  will  taint  the  meat  food,  the  odor 
must  be  memoved.  If  the  car  came  home  empty  then  a  thorough 
washing  with  hot  water  and  soda  and  a  scraping  of  the  interior  to 
remove  stains  or  deposits.  Thermometers  are  placed  in  the  car  and 
it  is  then  reiced  and  when  cooled  to  proper  temperature  is  placed 
at  the  loading  dock  for  loading.  Each  car  is  carefully  inspected 
by  the  Department  of  Agriculture  and  rejected  if  not  in  every  way 
fit  for  the  service. 

If  the  car  is  to  be  used  for  a  carcass  load  the  hooks  (if  there  are 
any  in  the  car)  are  examined  and  if  they  are  rusty  and  need  tinning 
they  are  thrown  out  for  such  treatment.  If  they  don't  need  tinning 
they  go  into  a  solution  for  cleaning.  This  hook  question  is  a  serious 
matter  and  costs  us  about  $15,000  per  year  for  new  hooks.  They  are 
frequently  taken  out  of  cars,  when  the  railroads  use  the  cars  for 
other  loaxling,  and  as  a  general  rule  that's  the  last  we  see  of  them. 
The  tinning  expense  is  also  a  biff  item,  but  unless  the  hooks  are 
tinned,  when  they  need  it,  a  rust  lorms  and  discolors  the  meat. 

The  packer  also  supplies  the  racks  used  in  nearly  every  car  to 
prevent  damage  by  the  shifting  of  the  load,  chafinc,  and  to  promote 
circulation.  These  racks  are  loose  in  the  car  and  the  loss  and  conse- 
quent expense  is  a  big  item  to  every  packer,  but  it's  one  of  the  services 
the  packer  has  supplied  to  insure  safe  transportation  of  his  property. 

Now,  what  happens  when  we  do  not  have  cars  to  load  ?  The  cen- 
tralized marketing  system  which  the  live  stock  producer  depends 
upon  for  the  sale  of  his  stock  is  founded  on  either  selling  to  the 
packer  who  has  his  plant  and  organization  and  manufacturing  and 
distribution  established  and  dependent  upon  a  supply  of  live  stock 
at  that  point  or  to  the  out-of-town  buyer  who  ships  the  live  animal. 
If  the  packer  doesn't  have  a  supply  of  cai-s  for  shipping  the  product 
he  is  not  a  factor  on  the  market.  The  whole  system  of  year  around 
production  of  live  stock  marketing,  manufacturing,  and  distribution 
is  so  intimately  associated  that  if  any  one  factor  is  removed  the 
whole  plan  fails  and  the  refrigerator  car  is  the  keystone  to  the  whole 
works.  The  economical  way  to  conduct  the  business  is  to  slaughter 
the  animal  near  home  thus  saving  shrink.  The  Cudahy  Packing  Co. 
has  established  plants  in  the  live-stock  producing  section  and  if  we 
don't  get  the  animal  in  the  West  we  don't  get  it  at  all. 

The  economy  in  shipping  the  products,  as  compared  with  the  live 
animal,  will  be  appreciated  when  it  is  understood  that  there  is  about 
20  per  cent  waste  in  slaughter  in  every  car  of  cattle  so  that  every 
fifth  car  of  cattle  transported  is  a  waste  of  transportation  that  some- 
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body  pays  for  and  all  of  this  doesn't  help  the' industry.  I  have  seen 
times,  owing  to  stress  of  weather,  that  we  had  no  cars  and  plants 
filled  to  capacity  with  products  and  the  pens  filled  with  live  stock 
and  we  were  off  the  market  until  we  could  get  some  cars,  almost  any 
kind. 

There  has  been  a  great  deal  said  about  the  peddler  car.  I  think 
there  is  a  great  deal  of  misunderstanding  as  to  what  the  peddler  car 
really  is.    I  will  attempt  to  tell  you. 

The  peddler,  or  more  properly,  the  route  car,  is  a  car  what  has  been 
loaded  with  commodities  at  the  packing  house  for  local  distribution 
to  butchers  at  small  towns  along  the  line  of  railway  where  the  volnme 
of  business  does  not  warrant  carload  shipments,  and  is  operated  for 
the  purpose  of  making  periodical  distribution  of  fresh  and  cured 
meat,  in  fresh  and  wholesome  condition.  It  furnishes  an  assortment 
and  supply  of  fresh  stuff  at  frequent  intervals.  These  cars  are  loade<l 
in  station  order,  at  the  expense  of  the  packer,  and,  of  course,  at  the 
packing  plant.  The  icing  in  transit  is  performed  by  the  railros'i 
company  but  paid  for  by  the  packer. 

Peddler  or  route  cars  are  similar  in  every  re«?pect  to  the  ordinarr 
merchandise  way  car  operated  by  the  railroads,  fom  every  important 
station  where  the  volume  of  business  is  sufficient  to  warrant  the  for- 
warding of  merchandise  or  way  cars,  with  the  exception  that  the  war 
car  is  loaded  at  the  expense  of  the  railroad  company. 

The  packer  operates  peddler  cars  for  the  reason  that  the  railroad- 
do  not  furnish  adequate  schedule  refrigerator  car  service,  and  have 
repeatedly  refused  to  establish  such  service  on  branch  lines,  or  on 
main  lines,  when  they  thought  the  amount  of  traffic  would  not  war- 
rant the  expense  of  operation. 

It  has  been  our  constant  endeavor  to  have  the  railroads  perform 
that  service;  and  whenever  we  have  been  put  into  the  position  of 
having  to  inaugurate  the  service,  we  have  retired  from  it  as  quickly 
as  we  could  induce  the  railroads  to  take  our  place. 

There  is  one  reason  that  I  think  is  sufficient  to  convince  anyone. 
and  that  is  that  we  pay  a  heavy  penalty  charge  which  amount^  to 
several  thousand  dollars  a  years  to  us  to  maintain  that  service.  That 
penalty  charge  you  will  see  a  little  later. 

Where  the  railroads  do  operate  refrigerator  cars  this  company  n^^ 
that  service  to  a  very  great  extent. 

Our  records  show  that  42  per  cent  of  our  less  than  carload  meat 
business  is  forwarded  in  railroad  schedule  refrigerator  cars,  while  the 
remaining  58  per  cent  moves  in  packers'  peddlers  or  route  oar«. 
Probably  90  per  cent  of  the  freight  that  we  move  in  the  packer** 
route  car  is  in  cars  furnished  by  the  railroad  company:  in  other 
words,  not  in  our  own  cars. 

The  railroad  schedule  refrigerator  cars  move  on  establi^shed  dars  of 
the  week,  from  and  to  certain  definite  points,  and  such  cars  will  not 
take  freight  for  other  stations,  either  intermediate  or  beyond  th^ 
operative  limits  of  the  car.  Therefore,  there  are  times  when  even  the 
railroad  schedule  refrigerator  car  could  not  be  used  for  the  taffic  o\er 
the  particular  route. 

The  railroads  operate  their  schedule  refrigerator  cars  reirardle;*^  •>( 
the  amount  of  tonnage,  and  there  is  no  penalty  attache<l  to  tlie 
shipper  if  cars  contain  only  a  small  amount  of  tonnage.  On  the  otli^r 
hand,  the  railroads,  in  the  west,  require  a  minimum  of  10.000  pounds 
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or  more  of  freight,  loaded  in  the  oackers'  peddler  or  route  cars,  and 
also  require  a  minimum  revenue,  oased  on  fourth-class  rates,  to  the 
farthest  destination  of  any  shipment  in  the  car. 

All  shipments  in  the  car  pay  the  full  less-than-carload  rates,  and^ 
in  addition,  ^ay  a  penalty,  if  the  car  is  loaded  less  than  the  required 
minimum  weight. 

The  merchandise  shipper  whose  freight  is  forwarded  in  box  cars, 
or  the  shipper  of  refrigerator  freight  whose  shipments  are  for- 
warded in  railroad  schedule  refrigerator  cars,  pays  only  the  less-than- 
carload  rate,  without  penalty,  and  he  does  not  pay  for  the  expense  of 
cleaning  the  car,  or  the  loading  or  storing  of  the  freight,  the  initial 
icing,  or  reicing  of  the  car  in  transit. 

The  peddler  car  and  the  railroad  way  car  are  both  handled  in  the*. 
same  local  trains,  peddled  from  station  to  station,  the  shipments  in 
both  instances  being  assessed  at  the  published  less-than-carload  rates- 
Mr.  -EscH.  The  car  is  not  set  out  at  the  station,  is  it? 

Mr.  McNaughton.  No,  sir.  The  car  is  not  for  the  exclusive  use' 
of  the  shipper.  The  railroads  do,  in  some  cases,  use  the  cars  for  other 
shipments,  but  we  are  not  making  a  point  of  that.  The  operation  of 
the  refrigerator-car  service  is  absolutely  necessary,  if  the  smaller 
towns  in  the  country  are  to  receive  perisLble  foo/products,  and  if 
the  carriers  refuse  to  furnish  this  service,  as  they  sometimes  do,  it 
is  absolutely  necessary  that  the  packer  take  up  the  burden  of  per- 
forming some  of  the  duties  of  the  common  carrier,  if  the  public  is 
to  be  served. 

The  fact  that  42  per  cent  of  our  less-than-carload  shipments  ^o 
in  the  railroad  scheduled  refrigerator  cars  is  evidence  that  we  desire 
to  use  railroad  refrigerator  service  when  it  is  avaifable ;  and  it  is  safe 
to  say  that  the  other  58  per  cent  will  go  in  the  railroad  refrigerator- 
car  service  if  the  railroads  have  that  service  to  offer.  Most  of  the 
railroads  do  not  desire  to  handle  fresh  meat  in  their  schedule  ref rig« 
erator  cars,  for  the  reason  that  they  do  not  use  salt  in  reicing,  and  ad- 
vise that  they  can  not  maintain  the  temperature  low  enough  for  the 
safe  transportation  of  fresh  meats  without  using  salt,  and  if  they  do 
use  salt,  they  reduce  the  temperature  too  low  for  the  transportation 
of  fruits  and  vegetables. 

We  are  compelled  to  pay  penalty  charges  on  the  majority  of 
peddler  cars  we  load,  and  and  in  some  instances  the  penalty  is  great,, 
and  we  have  to  meet  a  cost  at  least  double  the  freight  rate  of  the 
shipments  that  are  forwarded  in  such  cars. 

Kight  there,  I  want  to  make  this  observation,  that  when  we  sell 
these  goods,  which  are  sold  by  our  regular  traveling  men  who  make 
the  territory  from  week  to  week,  all  that  we  can  figure  in  making  the 
price  is  the  ordinary  freight  rate,  because  we  never  know  what  ton- 
nage the  car  will  have,  and  consequently  whatever  penalty  there  may 
be  we  have  to  put  up  out  of  our  own  pocket,  and  it  is  not  reflected 
in  the  prices  that  we  make  to  the  country  buyer. 

We  have  been  trying  for  years  to  get  the  railroad  companies  to» 
increase  their  refrigerator  service,  without  appreciable  effect. 

As  an  illustration  of  how  inadequate  the  refrigerator  service  is, 
we  point  out  that  there  is  no  schedule  service  from  South  Omaha, 
Nebr.,  from  which  city  there  is  now  more  less  than  carload  refrigerator- 
freight  than  from  any  town  west  of  Chicago.    There  are  some  rail- 
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road  refrigerator  cars  operated  from  Omaha,  which  is  5  niilos  dis- 
tant, but  to  pet  the  benefit  of  that  service  it  is  necessary  for  iis  to 
deliver  the  freiprht  to  the  Omaha  freight  station. 

Here  is  an  example  of  no  refrigerator  service  from  a  city  which 
probablv  produces  ten  times  as  much  refrigerator  tonnage  as  Omaha, 
where  there  is  a  scheduled  railroad  refrigerator  service.  It  is  doubt- 
ful if  there  is  anv  single  railroad  station  that  could  handle  all  of  the 
less  than  carload  refrigerator  tonnage  that  would  be  offered,  if  the 
packei*s  should  abandon  the  practice  of  forwarding  their  shipments 
in  peddler  cars.  All  of  the  icing  facilities,  track  room,  warehouse 
room,  and  station  forces  of  the  railroads  would  have  to  be  greatly 
inceased.  In  some  congested  teminals  this  extension  of  facilitie-* 
would  be  absolutely  impossible. 

The  entire  burden  of  this  expense  is  thrown  on  the  packers  by 
the  railroads.  It  is  the  practice  of  lines  in  the  West  to  operate  ^ 
called  trap  cars,  bv  whicn  a  car  is  sent  into  the  shipper  for  the  pur- 
pose of  loading  tlie  shipments  for  distribution  from  one  or  more 
railroads.  It  is  placed  on  the  switch  at  the  shippers'  plant  without 
expense  to  him,  and  is  taken  to  the  railroad  company's  warehouse 
or  freight  station,  and  the  freight  redistributed  into  various  way  cars. 

The  only  requirement  in  this  case  is  that  the  car  must  ccmtnin  a 
total  of  r»,(H){)  pound  of  fivight.  If,  however,  the  car  contains  le^ 
than  (5,0(10  pounds  of  freight,  the  shipper  is  nss4»ssed  a  penalty  <»f 
$1  per  1,0(K)  pounds  for  each  1,000  pounds  less  than  (MKX).  In  other 
wonis,  if  the  car  contains  i)S)(K)  pounds,  he  nays  $1;  a  penalty  wliich 
is  not  comparal)le  with  the  penalties  which  the  packer  pays,  llie 
packer  is  governed  by  special  provisi(ms  and  penalties  in  tlie  use  of 
the  railroad  refrigerator  cars. 

The  peddler  car  rules  and  regulations  of  the  carriers  have  Ixm'H 
l>efore  tl\e  Interstate  C<jmmerce  Commission  in  various  cases,  and 
in  no  instance  has  the  commission  ever  criticised  the  operation  of 
peddler  cars  from  the  shippers'  standpoint. 

Now,  in  connection  with  this  feature,  there  has  been  a  great  deal  of 
talk  aliout  shipping  hardware  and  paper  and  grrcenes  in  the:* 
packei-s'  pe<ldler  cars.  I  want  to  assure  you  gentlemen  that,  if  there 
IS  any  hardware,  paper,  or  groceries  shipped  in  any  packers'  peddler 
or  route  cai?,  they  pay  the  full  less-than-carload  rate,  the  same  as 
any  shipper  of  the  same  articles  would  pav.  They  get  no  l»ettiT 
sorvicv  in  the  matter  of  movement  than  if  shipped  in  the  way  car  <>f 
the  railroad,  from  the  various  freight  stations,  and  in  no  sense  can 
I  MH>  that  if  the  packer  did  so  he  would  gain  any  advanta^  wh:tt 
soover,  and  there  would  always  l)e  the  disadvantge  of  putting  any- 
thing in  a  refrigerator  car  where  there  was  more  or  less  moistuiv. 
with  wliich  such  thing  as  hardware,  for  example,  might  come  in  con 
tact.  So  I  say  emphatically  that  there  is  nothing  in  that  that  work- 
a  hardship  or  discriminates  against  anyone.  So  far  as  the  Cudnhy 
interests  is  c(»iicerned,  I  know  of  no  such  case  anyhow.  In  reading 
o\cr  the  testimony.  I  find  that  someone  asked  me  a  question  a«<  t«» 
whether  or  not  there  were  any  ccmtracts  in  existence  under  which 
the  refrigerator  cars  of  the  packei*s  were  nsjuired  to  l)e  return***! 
empty. 

1  will  take  the  liberty  of  answering  that  by  saying  that  there  is 
no  such  thing  as  a  written  contract  l)etween  'the  railroad  and  iht 
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packer  covering  the  operation  of  its  car  over  the  railroad.  The 
compensation  for  the  use  of  the  car  is  provided  by  a  tariflf  legally 
published  and  filed  by  the  carrier,  which  names  the  amount  of  the 
compensation.    That  is  all  there  is  in  the  nature  of  an  agreement. 

There  is  an  implied  obligation  that  those  cars  shall  be  brought 
home  promptly.  The  loading  back  of  packers'  refrigerator  cars  is 
comparatively  a  small  item.  I  admit  frankly  that  if  they  were  loaded 
back  more  extensively  you  would  find  a  less  efficient  operation.  In 
other  words,  the  whole  question  is  one  of  efficiency ;  and  the  question  of 
officiency  depends  upon  how  these  cars  are  loaded,  how  they  are 
handled.  If  they  are  going  to  be  loaded  miscellaneously  and  shipped 
all  over  the  country,  you  will  never  get  an  efficient  service  out  of 
them ;  and  the  reason  they  show  such  efficiency  is  because  of  the  fact 
that  they  are  handled  promptly  both  ways,  or  with  reasonable 
promptness. 

I  would  like  now,  as  the  representative  of  the  Cudahy  interests 
who  looks  after  their  stockyard  interests  to  some  extent,  to  say  that 
in  about  1906  the  Cudahy  Packing  Co.  obtained  an  interest  in  a 
plant  which  was  merely  a  hog-packing  plant,  at  Wichita,  Kans.  The 
plant  had  been  in  existence  for  a  great  many  years,  and  quite  in- 
differently operated.  The  stockyards  was  a  very  small  and  not  a 
very  prepossessing  appearing  institution.  The  whole  thing  looked 
like  it  had  pretty  nearly  died  of  dry  rot.  There  was  not  a  market 
there;  although  a  vast  amount  of  live  stock  was  produced  in  that 
section  of  the  country,  it  did  not  stop  at  Wichita  but  went  right  by. 
The  reason  for  that  was  that  there  was  no  attempt  made  to  pay 
relatively  fair  prices  by  those  who  were  there  with  their  packing 
plant. 

There  was  also  the  Jacob  Dold  Packing  plant  there,  which  was 
in  operation.  The  Cudahy  interest  obtained,  at  the  time  they  got 
control  of  the  packing  plant,  also  an  interest  in  the  Wichita  Union 
Stockyards,  and  I  do  not  think  the  stock  at  that  time  was  worth 
20  cents  on  the  dollar.  The  yards  had  been  in  existence  a  great  many 
years  and  had  never  paid  a  dividend.  The  freight  rates  into  Wichita 
were  very  badly  adjusted,  and  from  the  big  cattle  country  south  of 
Wichita  they  were  practically  the  same  as  to  Kansas  City,  although 
the  distance  is,  substantially,  225  miles  less  to  Wichita  than  to 
Kansas  City. 

The  Pudahy  interests  got  in  touch  with  the  whole  thing,  and  finally 
were  able,  after  spending  a  great  deal  of  money  and  time,  to  got  the 
rates  fixed  up  so  that  Wichita  now  has  a  differential  under  Kansas 
City  on  cattle  from  the  south  and  southwest. 

The  plant  was  rebuilt  by  the  Cudahys,  and  finally  a  cattle  killing 
capacitv  established.  The  yards  have  been  rejuvenated,  and  we 
think  there  is  a  very  good  market  at  Wichita.  The  receipts  of  live 
stock  are  steady,  and  the  shippers  seem  to  be  reasonablv  satisfied 
with  the  prices  they  get.  The  prices  are  within  reasonable  relation 
to  the  prices  paid  at  other  markets. 

As  far  as  I  can  see — ^I  am  biased ;  I  claim  to  be — ^but  a  vast  amount 
of  good  has  come  to  that  section  of  country  on  account  of  the  Cudahy 
interests  taking  hold,  so  to  speak,  of  the  stockyards  and  the  packing 
plant. 

At  Salt  Lake  City  we  started  in  about  two  years  ago  to  do  about 
the  same  thing.    There  was  an  old  packing  plant  there  that  had  not 
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been  operated  for  a  good  many  jears.  There  had  been  a  stockyard 
there  for  a  number  of  years  which  really  did  not  amount  to  much; 
nothing  but  a  sort  of  feeding  and  transit  arrangement.  Aiid  the 
Cudahys  have  gone  in  there,  fixed  up  the  packing  plant,  established  a 
market,  and  are  doing  their  best  to  develop  a  live-stock  feeding  busi- 
ness in  that  section  of  the  country.  It  is  a  pretty  hard  game,  espe- 
cially when  you  consider  that  the  freight  rates  are  badly  adjusted. 

Without  attempting  to  burden  you  gentlemen  with  our  troubles  in 
that  respect,  I  would  like  to  observe  that  the  rate  on  fresh  meat, 
for  example,  from  Salt  Lake  City  to  the  Missouri  River  points  is 
$1.75  per  100  pounds.  That  is  280  per  cent  of  the  rate  on  cattle, 
which  is  62^  cents  per  100  pounds.  The  Ogden  Packing  Co.,  located 
at  Ogden,  Utah,  which  is  30  miles  from  Salt  Lake  City,  has  been 
workmg  since  last  June  trying  to  get  some  reduction  in  that  rate,  and 
we  have  been  trying  to  assist  in  getting  the  rate  revised,  but  so  far 
we  have  neither  of  us  made  any  progress. 

The  success  of  the  Salt  Lake  market  and  of  the  packing  business 
there  depends  a  great  deal  upon  a  reasonable  adjustment  of  freight 
rates.  The  competition  between  the  live  animal  and  the  product  is 
always  an  important  item — a  serious  affair. 

And  somewnat  in  connection  with  that,  a  question  was  asked  Mr. 
Morris  this  morning  if  he  thought  the  packers  had  paid  their  share 
of  the  transportation  expense  of  the  country. 

I  would  like  to  make  this  observation  in  answer  that  that  inquiry ; 

In  1910  the  rate  on  fresh  meat  and  packing-house  products,  from 
Omaha,  Sioux  City,  and  St.  Joseph  to  the  Mississippi  River,  which 
covers  all  traflSc  moving  to  the  big  eastern  consuming  section,  was 
advanced  5  cents  per  100  pounds. 

Following  on  top  of  that — I  have  not  the  dates  with  me,  because  I 
did  not  intend  to  testify  on  this,  but  I  can  give  you  a  general  idea 
without  giving  you  the  dates.  On  top  of  that,  we  got  the  5  per  cent 
increase  east  of  Chicago.  The  rate  on  beef  at  that  time  from  Chicago 
to  New  York  was  45  cents ;  so  that  5  per  cent  increase  made  it  47| 
cents. 

On  top  of  that,  and  not  very  long  afterwards,  there  was  an  increase 
of  IS  per  cent;  that  made  the  rate  55  cents.  Then  came  along  a  25 
per  cent  advance,  which  made  the  rate  69  cents. 

So  that  you  have  an  increase  of  24  cents  per  100  pounds  in  the  rale 
from  Chicago  to  New  York  within  a  comparatively  short  time. 

If  that  subject  is  interesting  to  this  committee,  without  burdening 
you  too  far  with  the  matter,  I  would  like  to  say  that  at  the  time  the 
25  per  cent  advance  was  made  in  the  rate  on  fresh  meat  from  Mis- 
souri River  points  to  New  York  the  rate  on  live  stock  was  advanced 
only  7  cents  per  100  pounds.  In  other  words,  there  was  a  limitation 
put  upon  the  advance  in  the  live-stock  rate  of  7  cents,  while  the  prod- 
uct rate  was  advanced  the  full  25  per  cent,  which  made  an  advance 
of  19^  cents  per  100  pounds  in  the  rate  on  fresh  meat  from  Omaha  to 
New  York,  as  against  an  advance  of  7  cents  per  100  pounds  in  the 
rate  on  cattle  from  Omaha  to  New  York. 

Prior  to  this  advance,  the  rate  on  cattle  from  Omaha  to  New  York 
was  60  cents  per  100  pounds;  the  rate  on  fresh  meat  was  78^  cents 
per  100  pounds.  The  advance  in  the  cattle  rate  made  it  67  cents. 
The  advance  in  the  product  rate  made  it  98  cents. 
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There,  you  have  a  spread  of  31  cents  per  100  pounds  in  the  rate 
between  cattle  and  fresh  meat,  from  Omaha  to  New  York. 

Now,  then,  in  that  connection,  a  petition  was  filed,  signed  by  18 
packers,  with  the  Hon.  C.  A.  Prouty,  director  of  Public  Service  and 
Accounting,  requesting  that  the  advance  in  the  product  rate  be  lim- 
ited, in  the  same  proportion  as  the  advance  made  in  the  live  stock 
rate. 

That  letter  was  dated  last  July.  The  matter  has  been  actively 
canvassed  with  the  Bailroad  Admmistration,  but  so  far  we  have  had 
no  results. 

If  the  committee  feels  interested,  I  would  be  glad  to  read  into  the 
record  a  letter  written  to  Mr.  Johnson,  chairman  of  the  western 
f rei^t  traffic  committee,  in  connection  with  this  subject. 

Septembeb  19,  1918. 
Mr.  A.  C.  Johnson, 

Chairman  Westeim  Freight  Traffic  Committee, 

Transportation  BuUding,  Chicago, 

De-vb  Sir:  On  ^i\y  25  \he  Director  General  of  Railways  issued  his  General 
Order  28,  increasing  freight  rates,  with  stipulated  exceptions,  25  .per  cent,  to 
become  effective  June  25.  One  of  the  exceptions  was  the  rates  on  live  stock 
on  which  the  maximum  advance  was  limited  to  7  cents  per  100  pounds. 

On  May  27  the  Director  General  stated : 

"In  making  the  advance  effective  on  the  d(ite  specified  a  simple  form  of 
tariff  iiuthorized  by  the  Interstate  Commerce  Commission  must  be  used  and 
this  \\ill  load  to  the  temporary  disregard,  to  some  extent,  of  established  group- 
ings and  differentials.  But  it  is  the  Intention  to  observe  such  groupings  and 
differentials  as  far  as  practicable,  and  hereafter,  with  as  much  dispatch  as 
possible,  restore  any  Important  relationships  which  may  be  for  the  time  being 
disturbed,  and  concurrently  therewith  endeavor  to  remove  any  existing  dis- 
crimination and  bring  about  uniformity  of  rate  adjustment  throughout  sections 
where  conditions  are  similar." 

On  June  5,  or  20  days  prior  to  the  effective  date  of  the  advance,  we  wrote  you 
as  chairman  of  the  western  freight  committee,  calling  your  attention  to  the 
great  spread  between  the  rates  on  live  stock  and  its  products  that  would  result 
from  a  literal  interpretation  of  Order  28  and  calling  your  attention  to  the  In- 
jury that  would  result  to  our  Missouri  River  plants  unless  the  advance  on  the 
products  were  limited  to  the  same  amount  as  the  advance  on  the  live  stock  with 
which  It  competes.  Subsequently  we  appeared  before  your  committee  and  gave 
you  additional  facts  and  figures. 

On  September  13,  or  three  and  a  half  months  after  our  protest  is  filed,  you 
write  us  our  protest  "  Is  being  considered  in  connection  with  the  readjustment 
of  rates  on  live  stock  throughout  western  territory  which  Is  now  under  con- 
sideration but  which  has  not  been  definitely  acted  upon  and  Is  not  therefore 
disposed  of." 

In  the  meantime,  on  June  25  the  fresh-meat  rate  from  the  Missouri  River  to 
New  York  was  advanced  19^  cents,  packing  house  product  rates  advanced  15 
cents  while  the  cattle  and  hog  rates  were  advanced  7  cents.  That  excessive 
discrimination  has  cost  this  company  in  the  three  months  that  it  has  been  in 
effect  a  great  amount  of  money. 

We  have  not  In  this  case  argued  for  the  same  rate  on  the  product  as  applies 
on  the  animal  (to  which  we  know  we  are  entitled  by  every  consideration  of 
sound  economies)  nor  have  we  asked  your  committee  to  establish  any  scientific 
relationship.  Yet  to  show  the  absurdity  of  the  present  through  rate  adjust- 
ment, we  can  not  refrain  from  calling  your  attention  to  these  facts  which  must 
have  escaped  your  attention. 

1.  The  western  lines  have  always  maintained  the  same  or  lower  rates  on  the 
product  than  on  live  stock  whore  there  was  a  competitive  movement  in  volume. 

2.  Every  case  involving  the  rates  on  live  stock  and  its  products  that  has  been 
before  the  commission  on  complaint  in  the  past  25  years  has  been  on  the  ground 
of  discrimination  by  reason  of  the  rates  on  one  of  these  commodities  being 
higher  than  the  rate  on  the  other,  and  no  complaint  has  ever  been  filed  with  the 
commission  by  any  individual,  corporation,  or  community  when  the  rates  on 
the  two  commodities  were  exactly  the  same  In  cents  per  100  pounds.     That  sig- 
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nificant  fact   in   itself  sliould   go  far   in   determining  what   the  relationship 
should  be. 

8.  In  all  decisions  handed  down  by  the  commission  in  the  past  25  years  it 
has  emphasized  these  three  facts — 

First.  That  there  is  active  and  forceful  competition  between  live  stock 
and  its  products. 

Second.  That  a  relationship  should  be  established  between  the  rates  4>ci 
the  two  commodities. 

Third.  That  such  relationship  should  be  established  on  transport  a  tioo 
conditions  only. 
The  facts  and  the  testimony  of  all  witnesses  in  every  one  of  such  caaesi 
has  supported  the  commission's  conclusions  on  those  three  fiicts, 

4.  There  is  no  shipper  of  live  stock  or  Its  products  or  of  both,  or  ai ;. 
traffic  or  transportation  expert  of  any  railroad  line,  that  honestly  believes 
that  it  costs  more  to  transport  the  products  than  it  does  the  live  stock. 

5.  In  no  case  where  the  issue  of  relationship  was  squarely  before  the  com- 
mission  has  it  ever  found  that  the  rates  on  the  products  should  be  higlter 
than  the  live  stock. 

6.  From  the  Missouri  River  cattle,  hogs,  fresh  meat,  and  packing  hou.«8e  pnwl- 
ucts  move  to  the  Mississippi  River  at  exactly  the  same  freight  rate,  altbouch 
the  tonnage  In  the  packing  house  car  may  produce  three  times  the  revenue  of 
a  single-deck  car  of  hogs.  Immediately  on  crossing  the  river  the  rate  on  th«» 
fresh  meat  jumps  to  25  cents  more  than  the  rate  on  cattle,  which  produces  as 
a  final  result  a  rate  on  fresh  meat  that  Is  31  cents  higher  than  on  cattle  from 
Missouri  River  to  New  York. 

7.  That  18  packing  companies  operating  practically  all  the  packing  ho«Hp« 
from  Detroit  to  Salt  Lake  and  every  like  stock  organization  have  protester! 
against  the  discrimination  against  meat  products  and  have  asked  that  the 
limit  of  Increase  on  live  stock  of  7  cents  be  apiilied  to  the  product  rates. 

For  your  convenience  we  quote  below  the  rates  that  were  In  effect  prior  t«» 
June  25  and  the  present  rates  on  live  stock  and  products  from  Omaha  and 
Chicago  to  New  York: 


Om&ha  to  New  York: 

F.M 

P.  H.  P 

Cattle 

Hogs 

Chicago  to  New  York: 

F.M 

P.H.  P 

Cattle 

Hogs 


Old  ntm. 

NmrrmfcM. 

^ 

60 

#r 

615 

^ 

55 

• 

38 

4S 

38 

i-^ 

38 

4» 

Our  average  loading  at  all  houses  last  week,  which  was  a   representative 

week,  was  as  follows: 

» 

Fresh  meat  average  loading:  Pooada 

Fresh  meat,  not  frozen ^,^> 

Fresh  meat,  frozen 30.  .V^ 

P.  H.  P.  packed 1 4T,:t:i 

Hides «tO00 

We  suggest  you  compare  the  earnings  on  the  live  stock  with  the  enmincs  <»n 
meat  and  see  If  there  Is  any  warrant  In  permitting  an  advance  of  18^  reutic  «»fi 
fresh  meat  and  ir*  cents  on  P.  IT.  P.  Missouri  River  to  Ne^v  York,  while  tV 
advance  on  live  stock  is  but  7  cents.  Take  particularly  the  rates  on  hog>«  an«l 
P.  H.  P. : 


Omaha  to  New  York: 

P.H.P 

HogsDD 


Rata. 


OnUM, 


JSi 


110 
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The  revenue  on  a  car  of  P.  H.  P.  exceeds  that  on  a  double-dack  car  of  hogs 
by  over  $200  per  car,  or  much  more  than  double  the  revenue.  This  means  that 
the  carrier  must  handle  more  than  two  cars  of  hogs  to  one  of  packing-house 
products  to  earn  the  same  revenue. 

Please  note  particularly  that  the  rate  on  packing-house  products  was  2 
cents  less  than  the  rate  on  hogs  prior  to  the  25  per  cent  advance  and  J:hat  it  is 
now  6  cents  higher  than  the  hog  rate.  Even  if  the  old  relation  of  2  cents  lower 
on  the  product  than  on  the  hog  were  restored,  the  revenue  on  one  carload  of  prod- 
uct would  still  be  greater  than  the  revenue  on  two  double-deck  carloads  of 
hogs.  We  call  your  attention  to  the  fact  that  the  rates  on  packing-house 
products  and  hogs  from  Chicago  to  New  York  are  exactly  the  same  in  cents 
per  100  pounds. 

Comparing  the  revenues  on  fresh  meat  and  cattle,  we  find  that  prior  to  the 
25  per  cent  advance  the  revenue  on  a  car  of  chilled  fresh  meat  was  $182.65,  on 
a  car  of  frozen  fresh  meat  $240.12,  on  a  car  of  cattle  $132.  Since  the  advance, 
a  car  of  chilled  fresh  meat  yields  a  revenue  of  $228.03,  frozen  fresh  meat  $299.76. 
and  cattle  $147.40  per  car.  Thus  the  revenue  on  two  cars  chilled  fresh  meat  is 
greater  than  on  three  cars  of  cattle  and  one  car  of  frozen  fresh  meat  produces 
more  revenue  than  two  cars  of  cattle. 

If  the  taking  over  of  the  railroads  by  the  Government  was  for  the  conserva- 
tion of  equipment,  motive  power  and  terminals,  so  essential  to  the  winning  of 
the  war,  then  by  what  process  of  reasoning  can  any  traffic  committee,  ap- 
pointed to  aid  in  accomplishing  that  result,  ignore  the  facts  and  by  its  silence 
permit  even  for  one  day  an  additional  burden  to  be  placed  on  top  of  the  dis- 
crimination already  existing  against  a  western  industry  whose  plants  are  prop- 
erly located  for  the  conversion  of  the  raw  material  into  the  finished  product  at 
the  source  of  production;  thus  eliminating  the  uneconomic  haulage  of  the 
wasteage  of  about  20  per  cent  and  the  inedible  product  amounting  to  an  addi- 
tional 10  to  15  per  cent;  this  elimination  and  the  much  heavier  loading  of  the 
product  than  of  the  live  stock  greatly  reduces  the  unnecessary  haulage  of  gross 
tonnage,  thus  supplying  meat  products  to  the  Atlantic  seaboard  for  domestic 
and  export  consumption  at  the  very  minimum  of  transportation  effort  and  ex- 
pense to  the  carrier. 

Let  it  be  said  to  the  credit  of  the  wisdom  and  farlness  of  the  western  rail- 
road management,  that  western  ronds  have  always  recognized  the  soundness 
of  this  economic  theory  by  making  the  product  rates  from  every  important 
packing  point  in  the  West  to  the  Mississippi  River  and  Chicago  generally  lower, 
but  never  higher  than  the  rates  on  live  stock. 

Again  we  repeat  that  all  we  are  asking  at  this  time  is  for  your  committee 
to  recommend  a  7-cent  maximum  Increase  on  meat  products  under  General 
Order  28.  The  matter  of  a  definite  and  fixed  relationship  as  between  live  stock 
and  Its  products  can  be  disposed  of  In  a  separate  proceeding  when  all  interests 
can  set  forth  their  views. 

The  volume  of  the  business  and  the  magniture  of  the  discrimination  war- 
rants immediate  action  on  the  part  of  your  committee,  and  we  believe  this  case 
falls  clearly  within  the  scope  contemplated  by  the  Director  General  in  the 
statement  that  differentials  would  be  restored  with  "  as  much  dispatch  as 
possible." 

We  believe  that  we  are  entitled  to  a  definite  answer  so  that  the  matter  may  be 
pursued  further  if  necessary. 
Yours,  truly, 

The  Cudahy  Packing  Co. 

That  is  all  I  have  to  say,  Mr.  Chairman;  but  I  shall  be  glad  to 
answer  questions. 

The  Chairman.  I  will  reverse  the  usual  order.  Mr.  Sweet,  have 
you  any  questions? 

Mr.  Sweet.  I  have  no  question  to  ask,  Mr.  Chairman. 

Mr.  EscH.  You  make  mention,  I  think,  of  certain  refrigerator  car 
lines  that  were  railroad-owned? 

Mr.  McNaughton.  Yes,  sir. 

Mr.  EscH.  If  I  remember  rightly,  you  mentioned  the  Santa  Fe 
refrigerator  dispatch? 

Mr.  McNaughton.  Dispatch. 
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Mr.  EscH.  Yes,  the  Dispatch. 

Mr.  McNaughton.  The  American  Refrigerator  Transit. 

Mr.  EscH.  Yes. 

Mr.  McNaughton.  Well,  there  are  several  of  them. 

Mr.  EscH.  How  long  ago  were  those  established? 

Mr.  McNaughton.  Well,  I  do  not  know*  a  great  many  years  ago, 
however. 

Mr.  EscH.  Well,  when  they  were  established,  the  rate  of  payment 
was  on  a  per  diem  basis,  was  it  not? 

Mr.  McNaughton.  Never,  to  my  knowledge.  That  is,  on  the  rail- 
road refrigerator  cars  it  may  have  been,  but  not  on  the  privately 
owned  refrigerator  cars. 

Mr.  Esch.  Were  the  packer-owned  refrigerator  cars  ever  on  a  per 
diem  basis? 

McNaughton.  No,  sir ;  not  to  my  knowledge. 

Mr.  Esch.  Which  basis  brought  the  most  revenue  ? 

Mr.  McNaughton.  Well,  that  all  depends,  of  course,  upon  your  per 
diem  rate. 

Mr.  Esch.  Well,  the  rate  was  20  cents,  if  I  remember  rightly, 
and  it  has  gone  up  as  high  as  75  cents,  has  it  not? 

Mr.  McNaughton.  Yes.  Well,  in  some  respects  the  per  diem  ar- 
rangement would  probably  yield  more  than  mileage,  dependent  en- 
tirely upon  the  travel  of  the  car  and  the  rate  of  payment  made 

Mr.  Esch.  Now,  where  these  railroad  refrigerator  car  lines  are 
operated,  do  they-  have  a  separate  administrative  agency  to  do  that 
and  nothing  else? 

Mr.  McNaughton.  Yes,  sir. 

Mr.  Esch.  How  does  the  efficiency  of  railroad-owned  refrigerator 
car  line  service  compare  with  the  efficiency  of  packer-owned  refrig- 
erator service? 

Mr.  McNaughton.  It  is  not  as  good. 

Mr.  Esch.  It  is  not  as  good? 

Mr.  McNaughton.  No,  sir. 

Mr.  Esch.  Well,  why  is  it  not  as  good? 

Mr.  McNaughton.  Because  they  do  not  have  the  constant  loading 
to  start  with,  and  there  is  a  larger  percentage  of  those  cars  that  are 
returned  under  load.  In  other  words,  they  load  back  more  of  the 
cars  than  the  packers'  cars  are  loaded  back. 

Mr.  Esch.  Well,  you  take  the  Pacific  Coast  fruit  express,  coming 
from  California,  with  citrus  fruits  from  the  East :  Do  they  go  back 
empty  ? 

Mr.  McNaughton.  Very  largely.  There  is  some  loading  back. 
I  do  not  know  what  their  figures  will  show.  There  are  quite  a  num- 
ber  of  them  loaded  back. 

Mr.  Escii.  Quite  a  percentage  go  back  loaded? 

Mr.  McNaughton.  Yes. 

Mr.   Esch.  That   is   an   efficiently   managed   service,   is   it   not! 

Mr.  McNaughton.  Well,  I  reallv  do  not  know  very  much  about 
the  privately  operated  railroad  roirigerator  lines.  I  know  this,  of 
course,  that  they  do  not  have  the  vohime  of  business  at  a  given  point, 
waiting  for  the  cars  to  arrive.  There  is  necessarily  more  or  loss 
delay  in  parking  cars  anticipating  a  crop,  connected  with  any  car  line 
that  operates  in  a  fruit  and  vegetable  way,  and  in  tlio  verv  nature 
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of  things,  they  cannot  operate,  to  my  mind,  as*  efficiently  as  the  packer 
operates  his  cars,  because  there  is  simply  a  seasonal  movement,  so  to 
speak. 

In  the  case  of  the  packers,  there  is  always  a  load  waiting  for  a  car. 

Mr.  EscH.  One  is  seasonal;  the  other  is  constant;  would  that  be 
one  difference? 

Mr.  McNaughton.  Yes,  that  has  a  very  important  part  in  it. 

Mr.  Escii.  What  I  am  trying  to  get  at  is,  whethe  rthere  is  as 
efficient  service  in  these  railorad-owned  refrigerator  car  line  services 
as  there  is  in  the  packers'  car  line  service? 

Mr.  McNaughton.  I  do  not  think  so,  Mr.  Esch. 

Mr.  Esch.  Would  it  be  possible  to  recreate  it  and  make  it  as 
efficient  ? 

Mr.  McNaughton.  I  do  not  think  so. 

Mr.  Esch.  Lie  in  the  character  of  the  personnel,  or  in  the  limita- 
tions under  which  it  has  to  operate  ? 

Mr.  McNaughton.  It  is  more  a  question  of  limitations  under 
which  it  has  to  operate.  You  can  organize  bureau,  if  you  please,  and 
put  all  of  these  cars  into  that  bureau.  They  are  then  subject  to 
common  distribution  according  to  the  applicants  and  in  the  order  in 
which  they  are  applied  for.  Whenever  you  put  a  bunch  of  cars, 
say,  17,600  or  20,000,  whatever  the  number  may  be,  under  one  or- 
ganization, you  have  got  a  pretty  big  job.  It  takes  a  wonderfully 
efficient  organization  to  keep  the  cars  going,  and  it  seems  to  me 
it  would  be  rather  an  unwieldy  thing. 

Then,  you  have  got  the  seasonal  proposition  of  crops.  I  know  it 
is  customary  and  perhaps  an  obligation  on  the  part  of  the  railroad 
to  supply  cars  to  meet  the  immediate  situation;  there  is  no  telling 
how  large  a  fruit  crop  is  going  to  be,  and  they  put  the  cars  just 
where  they  want  them  the  worst  at  the  time.  It  is  a  sort  of  em.er- 
gency  proposition,  and  they  let  everything  go  to  meet  that  one 
situation. 

Here  is  a  plant  that  can  not  be  operated,  or  an  industry  that  can 
not  be  conducted  without  having  a  car  supply  to  take  care  of  it. 

Now,  I  would  hate  awfully  to  depend  upon  a  railroad  company,  or 
any  railroad  bureau,  or  any  bureau,  aside  from  the  one  controlled 
by  the  packer  himself,  to  furnish  us  with  cars. 

Mr.  Escik.  Each  individual  packer,  you  mean? 

Mr.  McNaughton.  Yes. 

Mr.  EscH.  You  do  not  see  any  possibility  of  coordinating  the  work 
of  the  packers  in  operating  the  refrigerator  car  itself? 

Mr.  McNaughton.  Well,  I  think  you  would  liave,  to  quite  an 
extent,  the  same  element  of  waste  there. 

So  far  as  the  repair  facilities  are  concerned,  while,  of  course, 
there  may  be  greater  expense  attached  to  the  operation  of  half  a 
dozen  plants  at  the  same  time,  there  is  quite  an  efficiency  there,  too, 
due  to  the  care  with  which  the  work  is  done  and  the  promptness 
with  which  it  is  done.  Altogether,  I  think  a  number  of  repair  units 
is  preferable  to  one,  or  a  small  number  of  repair  facilities. 

Mr.  Esch.  Do  those  packer  refrigerator  cars — are  they  made  and 
are  they  kept  in  repair  by  the  packers,  purely  as  a  step 

Mr.  McNaughton  (interposing).  Purely  as  a  step  in  efficiency? 

Mr.  Esch.  Yes,  purely  as  a  step  in  efficiency. 
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Mr.  McXaughton.  Well,  of  course  a  car  has  pot  to  be  kept  in 
shape,  or  it  can  not  run;  it  nuist  be  kept  in  shape  for  efficient  service. 
So  I  would  say  that  was  it. 

Mr.  KscH.  How  many  of  the  large  packers  make  their  own  cars? 

Mr.  McXauohton.  I  think  most  of  them  do. 

Mr.  EscH.  Tliey,  therefore,  maintain  their  own  repair  shops  ? 

Mr.  McNaughton.  Yes,  sir. 

Mr.  Escii.  Of  course,  out  on  the  line  the  cars  are  repaired  by  the 
railroads? 

Mr.  McNaugiiton.  Not  extensively  at  all;  all  they  do  is  just  to 
give  them  the 

Mr.  EscH  (interposing).  Once  over? 

Mr.  McNaughton.  The  once  over,  and  push  them  along  home. 
That  is  the  reason  I  mentioned  that;  we  have  to  do  most  of  that  work 
over  again.  If  a  car  is  side  swiped,  and  has  a  siding  torn  off^  and 
the  insulation  work,  they  do  that  work,  I  believe,  indifferently.  I 
do  not  say  that  in  a  criticizing  m&od,  but  because  they  do  not  know 
any  better;  they  have  not  the  lorce  that  is  experienced* in  that  line  of 
work.  So  whenever  we  see  a  car  that  shows  evidence  of  having  been 
repaired  in  the  body,  or  in  any  vital  part,  we  simply  go  over  it,  and, 
as  a  rule,  do  the  work  over  again. 

Mr.  EscH.  Does  each  of  the  big  packers  have  its  own  standards 
of  a  refrigerator  car? 

Mr.  McXauohton.  Standards?     Yes,  sir. 

Mr.  EscH.  Do  they  differ  materially? 

Mr.  McNaughton.  Well^  no ;  I  should  say  not. 

Mr.  EscH.  Are  the  appliances  patented,  in  large  part? 

Mr.  McNaughton.  No,  sir.  Any  packer  can  own  a  car  as  good 
as  the  Cudahy  refrigerator  car  without  paying  any  royalty  or  pre- 
miums; he  can  go  to  any  manufacturing  concern  and  get  substan- 
tially, I  say,  as  good  a  car  as  Cudahy,  or  Armour,  or  anyone  else, 
without  paying  tribute  to  anyone,  except  the  price  of  the  car. 

Mr.  EscH.  The  Director  General  of  Railroads  has  come  out 
strongly  for  standardization  of  cars.  How  many  of  the  14,000  cars 
that  have  already  been  built  and  delivered  under  the  Railroad  Ad- 
ministration are  refrigerator  cars? 

Mr.  McNaughton.  None  of  them — I  am  told. 

Mr.  EscH.  How  many  of  the  100,000  cars  that  were  ordered  are  to 
be  refrigerator  cars? 

Mr.  McNaughton.  None  of  them,  that  I  know  of. 

Mr.  EscH.  Notwithstanding  the  acknowledged  lack  of  refrigerator 
cars,  not  only  on  the  part  of  the  big  packers,  but  on  the  part  of  the 
small  packers,  there  were  no  refrigerator  cars  to  be  include<l  in 
the  100,000  cars  ordered  ? 

Mr.  McNaughton.  I  do  not  undei*stand  that  the  appropriation 
calls  for  any  refrigerator  cars  at  all. 

Mr.  Esch.  Are  you  in  favor  of  standardization  of  cars? 

Mr.  McNaughton.  I  think  it  is  all  right,  up  to  a  certain  n<iint. 
The  standardization  of  the  so-called  running  gear  is  all  right.  When 
it  comes  to  the  body  and  the  insulation  features,  of  course,  vou  ran 
not  very  well  standardized  those,  although  that  might  be  ilcme.  I 
think  it  is  all  right.     I  see  no  objection  to  it. 

Mr.  Esch.  If  you  standardized  them,  it  would  enable  the  car  repair 
shops  throughout  the  country  to  more  readily  make  your  repairs. 
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Mr.  McNaughton.  Well,  there  would  be  something  in  that. 

Mr.  EscH.  I  understand  that  is  one  of  the  strong  arguments  in 
favor  of  standardization  ? 

Mr.  McNaughton.  Of  course,  on  the  general  theory  of  refrigera- 
tion, as  I  see  the  situation,  jrou  have  to-day,  every  one  of  the  packers 
specializing,  so  to  speak,  to  see  what  he  can  develop  in  the  way  of 
better  car  refrigeration.  We  do  not  feel  that  we  have  reached  100 
per  cent  perfection.  So  that  you  have  got  that  competitive  element 
m  there,  and  that  interest,  which  is  vital,  of  course,  on  the  part  of 
the  packers,  in  trying  to  develop  something  better  in  the  way  of  a 
vehicle  that  will  move  his  meat  from  one  part  of  the  country  to  the 
other  without  damage. 

Mr.  Escii.  You  gave  some  tables  as  to  the  refrigerator  car  move- 
ment of  your  o^yn  company,  compared  with  the  car  movement  of  the 
regular  owned  railroad  cars  ? 

Mr.  McNaughton.  Yes,  sir. 

Mr.  EscH  (continuing).  Showing  that  the  Cudahy  refrigerator 
car  had  a  movement  of  90  miles  a  day,  while  the  railroad-owned  car 
had  only  30.  But  in  that  comparison  you  included  all  forms  of 
railroad-owned  cars,  did  you  not? 

Mr.  McNaughton.  Yes,  sir. 

Mr.  EscH.  That  would  hardly  be  a  fair  test,  would  it? 

Mr.  McNaughton.  Well,  no;  if  the  railroad-owned  refrigerator 
cars  are  moved  more  than  the  average  stated,  of  course,  that  ought 
to  be  taken  into  consideration,  but 

Mr.  EscH  (interposing).  Well,  is  not  that  the  fact? 

Mr.  McNaughton.  I  think  it  very  likely  is.  I  have  no  figures  on 
it,  but  I  wish  to  say  further  that  the  figures  I  put  in,  Mr.  Esch,  are 
rather  high. 

Mr.  EscH.  I  think  it  would  average  24  miles,  instead  of  30. 

Mr.  McNai  ghton.  Then  you  have  got  6  miles  difference  to  take 
care  of,  whatever  increased  efficiency  there  might  be. 

Mr.  Esch.  But  for  our  information  the  comparison  ought  to  be 
between  refrigerator  cars.  I  do  not  know  whether  you  could  secure 
that  data ;  if  yon  can,  I  would  be  glad  if  you  would  put  that  in  your 
testimony. 

Mr.  McNaughton.  Yes;  I  will  see  what  I  can  develop  on  that; 
but  I  have  never  seen  anything  that  shows  the  daily  mileage  of  travel 
of  refrigerator  cars.  However,  if  I  can  get  it  I  will  be  glad  to  fur- 
nish it. 

(Memorandum  furnished  later  by  Mr.  McNaughton:) 

In  the  original  ropert  of  the  Interstate  Commerce  Commission  on  the  private 
rare  line  matter,  Docket  49<)6,  the  following  fijyures  appear,  showing  compara- 
tively the  miles  per  day  of  railroad-owned  refrigerator  lines  as  compared  to 
packers'  refrigerator  lines: 

Kail  road -owned  refrigerator  lines: 

American  Ilefrigerat(>r  Transit  Co 39 

C.  F.  D.   (I.  C.  Railroad) 51 

Pacific    Fruit    Express 68 

Santa   Fe   Refrigerator  Dispatch 61 

Packers'  refrigerator  lines: 

Armour   &   Co 75 

Cudahy   Packing  Co 86 

Morris  &  Co 71 

WUson  Packing  Co 70 

Swift  &  Co 69 
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Mr.  Escii.  Yes ;  you  stated  in  your  testimony  that  the  freight  rate 
from  Misouri  River  points  to  the  Mississippi  were  the  same  for  thf 
live  animal  as  for  the  meat  product? 

Mr.  McNauohton.  Yes,  sir. 

Mr.  Escn.  But,  when  you  cross  the  river 

Mr.  McXaughton  (interposing).  It  jumps  up. 

Mr.  EscH  (continuing).  There  was  a  differential  against  the 
dre-ised  meat  of  21  cents  a  hundred,  to  reach  New  York- 
Mr.  McNaughton.  That  is,  the  rate  on  fresh  meat,  or  the  produd 
is  higher  than  on  the  animal  b^y  81  cents  per  100  pounds? 

Mr.  EscH.  Yes.  Has  that  discrimination  ever  been  brought  to  Xh^ 
attention  of  the  Interstate  Conunerce  Commission,  prior  to  Federal 
Control  of  Railroads? 

Mr.  McXaughton.  Yes,  it  was  complained  about  for  a  long  time, 
in  different  proceedings.  In  fact,  every  time  the  rate  was  advancetl. 
the  attention  of  the  commission  was  called  to  the  fact  that,  by  ad- 
vancing the  rates  on  a  percentage  basis,  they  were  simply  increasini; 
the  spi*ead  which,  in  the  first  place,  was  subject  to  complaint. 

Finally,  not  being  able  to  get  any  action  through  the  railroadN 
after  having  worked  for  a  long  time  to  get  them  to  recognize  that 
there  ought  to  be  a  better  relationship  in  the  rates,  and  citing  every- 
thing that  had  been  said  and  done  oy  the  commission  ana  by  thf" 
Supreme  Court  of  the  United  States  with  respect  to  the  question  of 
relationship,  we  finally  filed  a  formal  complaint.  Docket  No.  7519. 

Mr.  Escii.  When  was  that  filed  ? 

Mr.  McXaughton.  That  was  filed  three  or  four  years  ago.  AnJ 
the  case  was  partially  heard — ^that  is,  our  side  was  pretty  well  pr^ 
sented;  the  railroads  did  not  present  any  testimony.  There  wis 
quite  a  long  delay,  for  some  reason  or  other,  in  completing  the  hear- 
ing; and  in  the  meantime,  the  commission  apparently  being  in 
receipt  of  a  large  numl)er  of  complaints  bearing  on  the  same  question, 
inaugurated  an  investigation  of  its  own  into  the  matter  of  relation- 
ship in  rates  between  live  stock  and  products,  and  covering  all  of 
the  practices,  etc.,  in  connection  with  the  transportation  of  live  slock 
and  product>< — Docket  8436.  That  case  has  never  come  up  for  hear- 
ing. It  was  Pot  down  once  or  twice,  but  I  think  the  real  reason  it 
has  not  been  heard  is  because  of  the  railroads  being  taken  over  bj 
the  Federal  (iovernment. 

Mr.  Es(  II.  That  is,  before  it  could  be  fully  heard  and  determined, 
all  the  railroads  were  taken  over  by  the  Federal  Government! 

Mr.  McNaugiitox.  Yes,  sir. 

Mr.  Parker.  Have  you  finished  on  this  topic,  AJr.  Eschf 

Mr.  Esrii.  Wait  just  a  minute,  please. 

Mr.  Parker.  I  only  wanted  to  ask  him  one  question. 

Mr.  EscH.  All  right,  go  ahead. 

Mr.  Parkkr.  AMiat  is  the  average  weight  of  a  lot  of  cattle,  as  com- 
pared  with  l)oef? 

Mr.  MrXAucjiiTox.  It  runs  about  the  same,  in  gross.  I  mean  hj 
gn»s  the  actual  weight  of  the  animal  without  deduction  for  shrink. 

Mr.  Parker.  In  gro<s? 

Mr.  McXAt'oiiTox.  Yes,  sir. 

Mr.  Parker.  The  car  weighs  less? 

Mr.  McNaughtox.  The  car,  generally  speaking,  weighs  leas,  Th^ 
weight  of  the  car  is  not  in  any  instance  that  I  know  of  used  a5 
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a  basis  for  makins  rates.  It  might  under  certain  circumstances  be 
a  factor,  but  we  all  know  that  one  of  the  greatest  economies  made 
by  the  railroads  in  recent  years  is  the  result  of  increased  capacity 
of  freight  equipment  and  all  freight  cars  have  had  to  be  heavily 
reinforced  in  order  to  meet  the  new  service  condition  growing  out 
of  increased  train  tonnage  and  switching  and  classification  through 
the  medium  of  gravity  yards.  We  will  take  for  example  coal  cars, 
there  are  three  classes  in  service  to-day:  First,  the  all  steel  car 
weighing  around  50,000  pounds ;  second,  the  wood  body  with  under- 
frame  reinforced  by  steel  channels  weighing  from  40,000  to  45,000 
pounds;  third,  the  old-style  wood  construction  car  weighing  30,000 
to  35,000  pounds.  The  freight  rate  is  the  same  no  matter  which 
car  is  usecL 

In  connection  with  stock  cars,  I  recently  saw  some  new  steel  frame 
cars  weighing  about  50,000  pounds.  As  oef ore  stated,  the  tendency 
is  to  increase  the  weight  for  economy  in  operation  because  it  means 
less  cost  of  upkeep  and  in  case  of  wreck  or  derailment  it  minimizes 
the  damage  to  the  lading  and  all  around  it's  a  railroad  economy 
that  should  not  be  reflected  in  the  freight  rate  against  any  particu- 
lar commodity. 

Mr.  Parker.  The  value  of  the  beef  is  nearly  double  that  of  the 
cattle,  is  it  not? 

Mr.  McNaughton.  It  is  worth  more. 

Mr.  Parker.  And  I  think  one  of  the  witnesses  said  about  half 
of  the  weight  of  the  cattle  got  into  the  beef? 

Mr.  McNaughton.  Well,  there  is  more  than  that;  there  is  about 
60  per  cent. 

Mr.  Parker.  So  that  there  is  some  justification  for  charging 
more  per  100  pounds  for  the  beef,  when  you  consider  that  you  can 
use  a  lighter  car,  and  that  the  material  is  more  valuable? 

Mr.  McNaughton.  No,  sir ;  I  do  not  agree  to  that. 

Mr.  Parker.  That  is  what  I  was  asking  you? 

Mr.  McNaughton.  No.  I  say,  those  things  may  be  factors,  but 
there  are  other  factors  of  equal  importance.  The  volume  of  ousi- 
ness,  the  amount  of  service  required,  the  length  of  haul,  and  the 
cost  of  the  service — all  of  which  are  material  factors.  Ajid  wher- 
ever those  things  have  been  passed  upon,  that  is  to  say.  wherever 
the  question  of  relationship  between  the  live  animal  and  tne  product 
has  oeen  passed  upon,  there  never  has  been  fixed  a  rate  on  the  prod- 
uct that  was  higher  than  the  rate  on  the  live  animal,  due  to  the 
fact  that  the  transportation  conditions  generally  favor  the  move- 
ment of  the  product.    I  will  give  you  an  illustration . 

Mr.  Parker  (interposing).  Might  I  ask,  however,  whether  a  pack- 
ing house  in  the  East  would  not  think  that  its  raw  material,  weigh- 
ing half  as  much  again  as  the  beef  that  will  come  out  of  it,  ought 
to  oe  brought  to  the  eastern  packing  house  in  some  fair  competition 
with  a  packing  house  situated  in  the  West  ? 

Mr.  McNaughton.  Well,  the  answer  to  that  is  this,  as  I  take  it. 
It  is  a  transportation  matter,  purely  a  transportation  question.  Now 
then,  the  basis  that  is  in  effect  to-day  was  established  very  largely 
upon  the  theory  that  you  just  state 

Mr.  Parker  (interposing).  Is  that  the  theory  that  transporta- 
tion charges  should  be  what  the  traffic  can  bear? 
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Mr.  McNaughton.  That  is  about  the  size  of  it.  But  of  course,  you 
have  got  to  have  some  basis  to  fix  the  relationship ;  you  are  not,  neces- 
sarily,  dealing  with  a  specific  rate.  In  this  particular  case  that  you 
hpenk  of  now — ^take  cattle  versus  product:  The  rates  east  from  Chi* 
cago  were  established  a  great  many  years  ago,  without  much  regard  to 
transportation  conditions,  but  with  a  great  deal  of  regard  to  the  com- 
mercial  side  of  the  matter;  and  they  did  take  into  consideration  the 
things  that  you  just  took  into  consideration  in  making  the  statement 
which  you  did,  that  the  beef,  or  the  meat  end  of  the  animal,  we  will 
say 9  ought  to  be  transported  with  reference  to  what  the  product  could 
be  delivered  at.  In  other  words,  they  did  not  take  into  consideration 
the  merchantable  part  of  the  animal,  such  as  the  hide  and  the  bones 
and  a  lot  of  product  that  is  not  in  the  edible  line — ^we  might  say  the 
inedible  part;  they  did  not  take  into  consideration  the  offal  and  a 
great  many  other  things.  The  rate  was  established  on  the  basi^  of 
commercial  conditions. 

The  Interstate  Co^^nerce  Commission  in  every  case  before  it  in- 
volving  the  question  of  relationship  has  emphasized  these  three 
facts : 

First.  That  there  is  active  and  forceful  competition  between  live 
stock  and  its  products. 

Second.  That  a  relationship  should  be  established  between  the 
rates  on  the  two  commodities. 

Third.  That  such  relationship  should  be  established  on  the  basi»  of 
transportation  cost. 

In  Chicago  Live  Stock  Exchange  v.  Chicago  Great  Western  Rv.  et 
al.  (10  I.  C.  C,  428)  the  Supreme  Court  of  the  United  States  nptield 
the  finding  of  the  lower  court  in  holding — 

That  the  carriors  had  shown  that  thoy  could  and  did  handle  fn»Rh  nteiit  aiMl 
packing-house  products  for  less  cost  and  with  greater  profit  than  live  utock. 

The  principle  of  all  the  traffic  will  l)ear  can  not  be  fairly  used  alone 
in  the  case  of  the  product  and  without  regard  as  to  what  the 
are  on  the  live  animal. 

Mr.  Parker.  That  is  all  I  have  to  ask. 

Mr.  McXaughton.  All  we  wish  is  to  have  the  rates  on  a  fair 

Mr.  Escii.  In  shipping  products  from  the  Mississippi  to  New  Tork« 
for  instance,  are  the  burdens  upon  the  carrier  greater  for  hauling  th^ 
live  product  than  for  hauling  the  dressed  beef  refrigerator  car!  I 
have  in  mind  now  the  icing  charge  where  you  send  your  refrigerator 
car;  but  where  you  send  tne  live  stock,  under  the  28-hour  law,  you 
have  got  to  unload  the  live  stock,  feed  it,  water  it,  and  reload  it^  have 
you  not? 

Mr.  McNAUonTON.  Yes. 

Mr.  Eflcii.  How  manv  times  have  you  got  to  do  that  between  the 
Mississippi  River  and  iJ'ew  York? 

Mr.  McNAroHTON.  Well,  practically  once. 

Mr.  Escir.  That  is  all? 

Mr.  McXaughton.  I  think  so. 

Mr.  Escii.  How  does  that  cost,  compared  with  the  icing  cost  upon 
the  refrigerator  car  in  the  shipment  of  tlie  products?^ 

Mr.  McNaughton  .  I  say  it  is  a  much  more  expensive  operation  In 
take  a  carload  of  cattle  into  a  stockyard,  spot  it,  unload  the  cattle^ 
pay  for  the  cost  of  unloading,  and  for  the  reloading.    You  have 
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either  got  to  put  the  same  car  back  there,  or  leave  it  there.  The  cus- 
tom is  to  take  it  out  and  put  it  back  again.  It  is  equal  to  a  local  ter- 
minal service,  to  place  a  car  at  a  stockyard  for  loading  and  unload- 
ing; it  is  just  the  same  as  if  the  shipment  originated  there  at  that 
stockyard,  so  far  as  the  service  goes. 

Mrl  EsGH.  And  its  expense,  as  compared  with  icinff  is  what  'i 

Mr.  McNauohton.  Well,  of  course,  the  feed  is  whatever  it  costs. 
The  ice  is  at  a  stipulated  amount  per  ton,  published  by  the  railroad 
companv. 

Now,  let  me  iUustrate  the  icing,  if  you  please.  As  a  rule,  these  ship- 
ments of  products  move  in  trainload  quantities.  They  are  iced  in 
an  icing  plant  which  will  take  care  of  35  or  40  cars  at  a  time,  along 
a  platform.  The  train  simply  heads  in  on  this  track,  and  it  stops 
when  it  lines  up  30  or  40  cars  on  the  platform.  They  may  change 
engines  there. 

Sut,  as  a  rule,  it  is  merely  a  continuous  movement  right  through  in 
one  end  of  the  siding  and  out  at  the  other;  and  unless  it  happens  to 
be  at  a  division  point,  where  the  stuff  is  broken  up  to  go  in  different 
directions,  it  is  a  continuous  movement,  and  there  is  very  little  work 
attached  to  it,  and  it  is  in  no  way  comparable  to  the  live-stock  feeding 
proposition. 

Mr.  EscH.  Well,  based  upon  that  statement,  the  freight  charge  for 
live  stock  ought  to  be  more  than  for  the  refrigerator  product? 

Mr.  McNauohton.  Well,  of  course,  that  alone  might  be  a  compara- 
tively small  item ;  but  when  you  consider  everything  attached  to  the 
movement  of  the  live  stock,  and  the  furnishing  of  cars,  and  the  effi- 
ciency in  the  cars — ^the  refrigerators  as  against  the  stock  cars;  the 
amount  of  tonnage  that  is  hauled — ^you  have  also  some  shrinkage 
that  is  allowed  on  live  stock ;  I  think  it  is  about  1,500  pounds  per  car, 
from  the  Missouri  Biver  to  New  York;  then  you  have  got  your 
caretaker,  and  the  weight  of  the  bedding  that  is  hauled  both  ways. 

One  of  the  big  items  of  expense  in  handling  live  stock  is  the  cost  of 
cleaning  and  disinfecting  the  cars.  For  sanitary  reasons  this  cleaning 
work  can  only  be  done  in  certain  isolated  places.  There  is  a  very 
heavy  expense  attached  to  the  movement  of  the  cars  to  and  from  the 
cleaning  place,  as  well  as  the  cost  of  the  work  itself.  In  this  connec- 
tion the  economy  of  the  refrigerator  car  is  again  reflected,  because 
such  cars  are  cleaned  by  the  owner — shipper — and  without  any  extra 
handling  and  all  at  the  expense  of  the  shipper. 

Stopping  live  stock  for  feed  and  rest  and  privilege  of  sale,  also  for 
cleaning  and  disinfecting  of  cars  slows  down  the  movement  and  in 
Ubat  way  reduces  the  efficiency  of  the  car,  so  that  as  compared  with  the 
refrigerator  car  it  is  much  less  efficient,  and  besides  it  will  not  carry 
anywhere  near  the  tonnage  carried  in  refrigerator  cars. 

Our  pw"  car  loading  for  fiscal  year  ending  in  November,  1918,  was 
as  follows: 

Poundii. 

Fresh  meat,  refrigerator  c«r« . 26,227 

P.  H.  P.,  lard,  etc,  refrigerator  cars 47,000 

Hides,  box  cars -^ 00,000 

Hogs  In  double-deck  ears  and  cattle  single-deck  cars  will  load  about 22, 000 

He^B,  single-deck  cars,  about _ 17,000 

Mr.  EfiOH.  And  delays  in  transit! 
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Mr.  McNaughton.  Yes,  sir,  they  are  liable  for  lo^  or  damage;  I 
do  not  know  how  serious  that  is.  But  live  stock  is  a  very  much 
more  delicate  article  to  transport  than  fresh  meat. 

Mr.  EscH.  That  is  all. 

The  Chairman.  Mr.  Stephens,  have  you  any  questions? 

Mr.  Stephens.  Mr.  MclNaughton,  what  effect  would  the  difference 
in  the  price  be  on  the  meat  and  the  live  animal  have  on  the  con- 
centration of  cattle  at  the  market?  For  example,  you  state  that  there 
is  30  cents  difference  in  the  freight  charges  from  the  Missouri  River 
to  Chicago? 

Mr.  McNaughton.  Yes,  sir — the  freight  difference  from  the  Mis- 
souri River  to  New  York  is  81  cents. 

Mr.  Stephens.  Yes.  Well,  now,  the  higher  the  freight  on  dressed 
meat,  the  more  would  there  be  a  disposition  to  ship  the  live  animal  ? 

Mr.  McNaughton.  Yes,  sir. 

Mr.  Stephens.  So  that  it  would  enable  the  distribution  of  live 
animals  through  a  wider  section  of  the  country  for  slaughtering? 

•  Mr.  McNaughton.  Yes,  sir. 

Mr.  Stephens.  And  would  not  that  really  be  an  economic  waste? 

Mr.  McNaughton.  It  would  be  an  economic  waste. 

Mr.  Stephens.  Yes.  Would  not  that  be  a  waste,  because  the  ani- 
mals ought  to  be  slaughtered  where  they  are  produced? 

Mr.  McNaughton.  We  think  so. 

Mr.  Stephens  To  save  shrinkage? 

Mr.  McNaughton.  We  think  so.  At  the  same  time,  I  think  the 
product  rates  and  the  rates  on  the  live  animal  ought  to  be  balanced 
up  on  the  basis  of  transportation  cost,  whatever  it  is ;  and  if  we  are 
wrong,  we  will  take  our  medicine,  and  if  the  other  people  are  wrong, 
they  ought  to  do  the  same. 

I  think  the  product  ought  to  move  wherever  it  will ;  the  live  stock 
ought  to  move  wherever  it  will,  after  you  have  got  your  rates  prop- 
erly balanced.  In  other  words,  I  do  not  think  any  freight  rate  ad- 
justment ought  to  overcome  a  natural  advantage.  If  a  man  has 
located  his  plant  out  where  the  live  stock  supply  is,  I  do  not  think 
any  advantage  whi):h  he  might  otherwise  have  should  be  ti^en  away 
from  him  through  an  adjustment  of  freight  rates,  that  makes  it  ad- 
vantageous for  the  same  animals  to  go  down  to  New  York,  and  there 
slaughtered  and  sold,  under  the  same  terms,  or  even  more  favorable 
(Tms, 

Mr.  Stephens.  There  are  no  cattle  shipped  to  New  York,  except 
for  the  Jewish  trade  there^  are  there? 

Mr.  McNaughton.  I  think  primarily  the  kosher  trade  takes  the 
cattle.  But  you  understand  that  the  kosher  part  of  the  steer  is  only 
25  per  cent  of  it;  and  the  other  75  per  cent  of  that  steer^^oes  into 
the  regular  commercial  lines  and  is  sold  in  direct  competition  with 
thet  products  shipped  in  from  the  West 

Mr.  Stephens.  StilK  the  shipments  are  primarily  for  that  trade; 
otherwise  they  would  not  be  made.    . 

Mr.  McNaughton.  That  is  what  I  am  told.  Anyhow,  that  applies 
to  a  large  extent. 

The  Chairman.  You  stated,  as  I  recall  it  now^  that  these  refrig- 
erator cars,  or  meat  cars,  had  to  undergo  inspection  by  the  Depart- 
ment of  Agriculture.    Is  that  correct? 


^* 
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Mr.  McNaughton.  Well,  they  do  imdergo  inspection  by  the  De- 
partment of  Agriculture. 

The  Chairman.  I  mean,  they  do;  they  have  to  under  the  law, 
whether  they  ought  to  or  not? 

Mr.  McNauohton.  Yes,  that  is  right. 

The  Chairman.  Now,  these  inspectors  inspect  the  raih'oad-owned 
cars  as  well  as  the  packer  privately  owned  cars,  do  they  not  ? 

Mr.  McNauohton.  Yes;  and  by  the  way,  we  wash  the  railroad- 
owned  car  too,  the  same  as  we  do  our  own. 

Tlie  Chairman.  When  you  use  them? 

Mr.  McNauohton.  Yes. 

The  Chairman.  It  has  been  frequently  said  here  during  these  hear- 
ings— ^the  language  used  bv  the  different  witnesses  might  be  differ- 
ent— ^that  the  railroads  could  not  be  relied  upon  to  keep  the  cars  clean 
and  sanitary.  I  mean  like  the  private  packer  would  da  What  have 
you  to  say  about  that? 

Mr.  McNaughton.  I  believe  that  would  be  true. 

The  Chairman.  Well,  if  the  same  inspectors  inspect  both^  would 
they  permit  a  railroad  car  to  pass  inspection  if  it  was  not  m  good 
condition  ? 

Mr.  McNauohton.  No,  sir. 

The  Chairman.  They  would  not? 

Mr.  McNauohton.  I  do  not  think  so. 

The  Chairman.  Then,  how  is  it  that  they  have  one  sort  of  cars  for 
the  railroad,  that  pass  inspection  of  a  different  sort  from  that  of  the 
private  packers?  Why  do  they  not  hold  the  railroad  standard  up  to 
the  standard  of  the  private  packer — ^I  mean  in  the  way  of  sanitation 
and  cleanliness  ? 

Mr.  McNaughton.  Oh,  I  think  they  do.  I  think  the  same  require- 
ments, would  be  exacted  of  the  railroad  cars.  I  did  not  mean  to  testify 
otherwise. 

The  Chairman.  I  know  you  did  not 

Mr.  McNaughton  (interposing).  The  same  standard  of  cleanliness 
would  be  exacted  in  either  case. 

The  Chairman.  Then,  so  far  as  cleanliness  and  sanitation  is  con- 
cerned, it  all  passes  under  Government  inspection? 

Mr.  McNaughton.  Yes,  sir. 

The  Chairman.  The  railroad  cars,  then,  would  have  to  be  equal  to 
the  packers'  cars,  unless  the  packers  kept  theirs  above  the  standard 
requirements? 

Mr.  McNauohton.  Yes.  Of  course,  we  all  feel  that  the  railroads 
would  never  keep  their  cars  up  to  the  requirements. 

The  Chairman.  Well,  if  they  passed  inspection 

Mr.  McNaughton  (interposing).  The  inspection  only  goes  to  the 
cleanliness. 

The  Chairman.  I  have  reference  to  sanitation 

Mr.  McNaughton.  Yes;  of  course  the  cars  have  to  be  cleaned  and 
in  sanitary  condition,  or  they  could  not  be  used. 

The  Chairman.  You  made  a  statement,  and  I  think  yon  are  right ; 
but,  because  I  think  so,  it  does  not  prove  that  you  are,  because  I  am 
not  an  expert.  I  understood  you  to  say  that  the  freight  rate  should  be 
based  on  transportation  cost  ? 

.   Mr.  McNaughton.  I  think  so.    When  you  get  away  from  that  yo!i 
are  in  trouble. 


1132      GOVERKMENT  CONTROL  OF  MEAT-PACKING  INDTJSTRY. 

The  Chairman.  You  are  in  trouble? 

Mr.  McNauoiiton.  Yes,  sir. 

The  Chairman.  You  are  in  trouble  and  you  are  doing  injustice  to 
t  raiisportrttion  ( 

Mr.  McNauohi'on.  Yes,  sir. 

The  Chairman.  Are  there  any  blanket  rates  in  the  movement  of 
cattle  or  packing-house  products? 

Mr.  McNaughton.  Well,  generally  speaking,  no.  Of  course,  there 
are  blanket  rates  from  cattle  producing  sections,  and  especially  in 
Texas  they  are  blanketed  in  a  certain  zone,  making  one  rate  ap- 
plicable for  the  entire  zone. 

The  Chairman.  I  believe  some  of  the  packers — ^I  do  not  know  how 
it  is  with  your  company — pack  or  can  vegetables  and  fruits.  Now, 
from  the  Pacific  coast  east,  are  there  not  very  latitudinoBS  fruit 
blankets  ? 

Mr.  McNaughton.  Well,  of  course,  the  coast-to-coast  rates  arc 
largely  blanket  rates ;  the}'  cover  from  one  end  to  the  other :  that  is, 
from  the  north  to  the  south  coast  there  is  the  same  rate ;  it  is  called 
the  "  postage  stamp  basis." 

The  Chairman.  I  will  not  depend  on  my  memory  in  this;  but  mj- 
recollection  is  that  the  carload  olanket  rate  on  fruits,  citrus  fruits. 
especially,  from  Pacific  coast  terminal  points  to  as  far  east  as  Den- 
ver is  $1.15  a  hundred? 

Mr.  McNaughton.  I  think  that  is  about  right 

The  Chairman.  And  from  the  identical  same  points  to  Chicago, 
New  York,  Philadelphia,  or  Boston  it  is  exactly  tne  same? 

Mr.  McNaughton.  Yes. 

The  Chairman.  Now,  is  it  not  a  fact,  that  the  distance  fnmi,  aay^ 
Los  Angeles,  or  any  of  those  terminals  there,  coast  terminals  in  Cali- 
fornia, to  Denver,  or  a  point  as  far  east  as  Denver — is  it  not  about 
1,000  to  1^00  miles,  or  something  like  that? 

Mr.  McNaughton.  Yes. 

The  Chairman.  And  from  there  to  the  Atlantic  coast  terminal 
points,  like  Boston,  New  York,  Philadelphia,  etc.,  from  theie,  it  is 
about  2,000  miles? 

Mr.  McNaughton.  That  is  about  right. 

The  Chairman.  Therefore,  the  rates  from  the  Pacific  coast  points 
on  fruits — for  the  first  1,000  or  1,200  miks  is  all  it  is  reawonaMy 
worth  to  carry  the  same  fruit  3,000  miles,  or  else  they  cfaai|;9  tlka 
person  who  sl^ips  to  those  nearby  points  three  times  what  is  rea- 
sonable ? 

Mr.  McNaughton.  Yes. 

The  Chairman.  Does  not  that  look  like  injustice? 

Mr.  McNaughton.  Yes;  and  of  course,  when  you  try  to  find  con- 
sistencies in  freight  rates  you  are  lost 

The  Chairman.  That  is  one  trouble. 

Now,  right  at  this  time  there  is  a  matter  being  agitated  and  being 
considered  by  the  Railroad  Administration,  and  whether  also  by  the 
Interstate  Commerce  Commission,  I  do  not  know — with  reference  to 
freight  classifications,  with  a  view  of  having  the  freight  paid  for 
movement  something  along  the  mileage  rate,  plus  terminal  chargea 
That  is,  thiit  is  the  basic  principle.  And  as  you  are  a  trafiic  man, 
and  have  had  a  great  deal  of  experience  along  similar  lines,  I  wanted 
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to  ask  you  what  you  thought  about  such  a  rate  structure  as  that  ?  I 
mean,  in  a  large  way ;  I  do  not  mean  getting  down  to  specific  details 
as  to  specific  distances? 

Mr.  McNauohton.  Yes.  Of  course  I  do  not  know  enough  about 
what  is  proposed  to  give  a  very  comprehensive  idea  about  that. 

The  Chairman.  I  do  not  either;  I  said  along  that  line. 

Mr.  McNauohton.  Generally  speaking,  I  think  the  tendency  of 
things  is  to  make  the  distance  scale  more  of  a  factor.  How  that  can 
be  worked  out  is  a  problem.  Our  business  is  built  up,  you  know,  on 
the  basis  of  the  present  adjustment,  if  you  please. 

The  CiiAuiMAN.  I  did  not  have  reference  specifically  to  your  busi- 
ness, but  of  course  they  are  all  related? 

Mr.  McNauohton.  Well,  I  mean  the  business  of  the  United  States 
is  built  up  on  a  certain  basis. 

The  Chairman.  Oh,  yes,  that  is  correct. 

Mr.  McNauohton.  Whenever  you  go  to  this  distance  scale  you  are 
going  to  confine  the  movement  of  commodities  within  a  certain  radius 
or  a  certain  territory.  There  is  a  great  deal  to  be  said  for  that.  We 
have  all  gotten  into  a  world  movement.  Now,  of  course,  on  a  strictly 
distance  scale  basis  you  have  your  limitations  fixed — and  it  is  a  big 
question  and  I  really  would  not  be  competent  to  pass  upon  it. 

The  Chairman.  Well,  I  am  not  undertaking  to  bring  about  such  a 
read]  iistment.  Until  business  has  had  time  to  adjust  itself  to  a  scale  of 
rates  based  on  distance  there  would  be  disturbances.  I  do  not  think 
there  is  any  question  about  that. 

Mr.  McNaughton.  That  is  correct. 

The  Chairman.  But  when  it  is  once  established  and  business  once 
adjusted  to  it  would  it  not  appear  to  be  a  more  just  and  normal  con- 
dition and  one  that  would  in  the  end  prove  more  satisfactory  to  our 
industries  ? 

Mr.  McNauohton.  I  think  in  the  end  the  carriers  have  got  to  be 
paid  for  what  they  can  do.  I  do  not  think  that  you  can  trim  it  down 
to  any  one  line  of  business ;  but  in  a  general  way  the  cost  of  service, 
of  course,  must  enter  into  it.  The  cost  of  service,  by  the  way,  is 
always  a  difficult  thing  to  determine — ^the  exact  cost;  it  is  just  about 
the  same  as  a  packer  trying  to  determine  in  advance  what  his  product 
is  going  to  cost  him. 

The  Chairman.  A  reasonable  cost  approximation  is  about  as  much 
as  can  be  hoped  for,  I  suppose.  You  packing  house  men  do  not  live 
in  that  section  of  the  country  of  course — ^but  we  have  had  a  great 
deal  of  contention,  ever  since  I  have  been  a  member  of  this  commit- 
tee, with  reference  to  what  is  now  called  the  fourth  section  of  the 
interstate-commerce  law,  the  long-and-short-haul  clause. 

Mr.  McNauohton.  Yes. 

The  Chairman.  Congress  passed  a  law  providing  tliat  you  could 
not  charge  more  for  a  shorter  than  for  a  longer  haul  on  the  samt* 
railroad  in  the  same  drection.  But  as  soon  as  the  Panama  Canal 
was  put  into  operation  the  railroads  filed  application  to  permit 
them,  in  a  way,  to  violate  the  section ;  in  other  words,  to  suspend  the 
literal  application  of  the  fourth  section  of  the  interstate-commerce 
law.  so  tnat  they,  in  effect,  could  move  freight  from  the  coastal 
points  from  the  west  to  the  east  and  from  the  east  to  the  west 
at  such  a  rate  as  would  prevent  the  freight  from  actually  going 
thi'ough  the  Panama  Canal. 
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Mr.  McNauohton.  Yes. 

The  Chairman.  And  at  present  the  people  of  the  United  States, 
whjo  paid  for  that  canal  by  taxation  and  who  have  got  to  maintaiD 
it  by  taxation,  are  deprived  of  their  return  that  would  have  come  in 
the  full  use  of  the  canal? 

Mr.  McNauohton.  Yes. 

The  Chahiman.  Now,  as  a  traffic  man — not  with  particular  refer- 
ence to  your  particular  products — ^but  as  a  traffic  man,  do  you  not 
think  it  a  baa  policy  to  permit  railroad  companies  to  take  products 
for  less  than  a  profitable  rate  to  themselves,  the  effect  of  which,  as  in 
the  case  of  the  Panama  Canal,  is  to  put  a  burden  upon  the 
payers  of  the  United  States  and  render  the  canal  useless^  so  far 
coast-to-coast  traffic  is  concerned? 

Mr.  McNauohton.  Well,  I  think  it  is  bad  policj^  of  course,  for  a 
railroad  company  to  render  any  service  at  less  than  it  cost.  I  think 
the  tendency  is  bad,  because  somebody  has  got  to  pay  the  burden  of 
that. 

In  the  aggregate  the  carrier  has  got  to  have  sufficient  money  for 
its  legitimate  purposes.  Now,  if  they  haul  one  line  of  freight  too 
cheap,  somebody  else  has  got  to  pay  the  bill. 

The  Chairman.  And  the  same  thing  applies  between  points 
having  inland  water  competition? 

Mr.  McNauohton.  Yes. 

The  Chairman.  Or  what  they  sometimes  call  '^potential  water 
competition"-^ — 

Mr.  McNauohton.  Yes. 

The  Chairman  (continuing).  Applies  equally  between  different 
points  in  the  United  States? 

Mr.  McNauohton.  Yes. 

The  Chairman.  Now,  does  it  not  necessarily  follow  that  if  a  rail- 
road company  which  does  a  considerable  amount  of  biisiness  at  less 
than  prontable  rates,  the  portion  of  the  business  not  subject  to  sadi 
competition  has  got  to  be  done  at  a  greater  cost  to  the  snipper  f 

Mr.  McNauohton.  Yes. 

The  Chairman.  And  is  not  that  a  rank  injustice? 

Mr.  McNauohton.  Well,  I  would  hate  to  use  that  kind  of  language. 
Mr.  Chairman. 

The  Chairman.  Well,  I  was  the  one  that  called  it  rank  injustice. 

Mr.  McNauohton.  They  might  arrest  me  for  saying  that. 
I  Laughter.] 

The  Chairman.  Now,  we  have  got  a  lot  of  railroad  legislation  to 
consider ;  and  regardless  of  private  or  public  ownership  and  whatever 
figure  that  may  cut,  it  does  seem  to  me  that  the  people  of  the  United 
States  should  be  entitled  to  enjoy  what  you  have  called — and  jnatly 
so — ^their  natural  advantages! 

Mr.  McNauohton.  Yes. 

The  Chairman.  Or,  at  least,  not  have  them  destroyed  by  dis- 
criminating freight  rates? 

Mr.  McNauohton.  Yes,  sir. 

The  Chairman.  I  have  asked  you  these  qu^ions  because  I 
knew  tliesc  matters  wore  coming  before  this  committee  pretty  aeon: 
and  we  have  got  to  consider  all  of  these  subjects. 

Mr.  McNauohton.  Yes. 
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The  Chairman.  And  I  thought  it  would  be  very  useful,  as  you  are 
a  traffic  man,  to  get  your  views;  your  views  are  what  I  wanted,  more 
than  anything  else,  because  I  think  they  have  value ;  and  I  certainly 
agree  with  you,  fundamentally,  as  to  what  you  have  stated  in  that 
connection. 

Mr.  McNaughton.  Yes,  sir. 

The  Chairman.  Now,  you  agree  with  these  other  ^ntlemen — ^I 
believe  you  have  heard  it  stated  that  the  private-car  service  employed 
by  the  packing  companies,  that  they  actually  sustain  a  substantial 
loss  on  that  feature  of  their  business? 

Mr.  McNaughton.  Yes,  sir. 

The  Chairman.  Well,  I  have  asked  the  question  over  and  over 
again,  until  I  suppost  all  are  getting  tired,  but  is  it  also  your  view 
that  that  loss  will  have  to  continue,  if  business  conditions  continue  as 
they  are? 

Mr.  McNaughton.  Yes,  sir. 

The  Chairman.  How  is  it  economically  possible — of  course,  it  is 
possible;  but  by  and  large,  how  is  it  possible — ^for  packers  who  are 
not  able  to  own  their  own  cars  and  have  to  depend  on  railroad-fur- 
nished and  railroad-operated  cars,  how  can  they  economically  com- 
pete with  those  who  do  own  them  and  operate  them  at  a  loss  if  they 
themselves  are  not  able  to  own  and  operate  them  in  the  same  way? 

Mr.  McNaughton.  Well,  it  seems  to  me  that  the  fellow  that  does 
not  own  the  cars  has  ^ot  the  advantage  over,  the  fellow  that  does. 

The  Chairman.  Tne  company  that  does  own  them  is  losing 
money;  but  the  company  that  does  oWn  and  operate  them  gets  the 
business,  does  he  not? 

Mr.  McNaughton.  Not  necessarily,  because  the  fellow  that  gets 
his  cars  from  the  railroad  is  better  off  than  the  packer  that  owns  his 
own  car,  naturally. 

The  Chairman.  Well,  he  has  got  a  car  which  is  not  as  clean  and 
sanitary,  and  the  public  would  be  alarmed  and  warned  against  such 
a  thin^? 

Mr.  McNaughton.  The  railroads  have  lots  of  cars  that  are  used; 
we  use  lots  of  them  ourselves  for  the  transportation  of  cured  prod- 
ucts. 

The  Chairman,  That  is,  other  things  than  beef? 

Mr.  McNaughton.  Yes.  Of  course,  the  packer  who  does  not  have 
the  carcass  stuff,  or  the  fresh  meat  to  handle,  really  gets  along  pretty 
well  without  any  cars,  because  the  railroad  cars  are  quite  serviceable 
for  that  trade.  The  carcass  stuff  is  the  thing  that  really  compels  the 
car  supply  on  the  part  of  the  packer. 

The  Chairman.  Well,  do  you  not  think, that,  in  the  public  in- 
terest, it  is  economically  wise  that  all  the  elements  of  value  in  a  food 
animal  should  be  realized? 

Mr.  McNaughton.  Surely. 

The  Chairman.  Therefore,  a  company  large  enough  to  do  all  of 
those  things  and  realize  all  of  those  elements  of  value,  are  they 
really  not  rendering  a  public  service  in  so  doing? 

Mr.  McNaughton.  May  I  ask  you  to  repeat  that? 

The  Chairman.  Therefore,  a  packing  company  that  is  large 
enough  to  be  able  to  secure  to  itself  all  the  elements  of  value,  in  the 
way  of  by-products  which  the  meat  animal  is  capable  of  producing, 
is  really  rendering  a  public  service  ? 
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Mr.  McNaughton.  Yes,  sir. 

The  Chairman.  And  unless  that  is  set  off  in  some  oUier  direction, 
^'ould  not  that  be  in  the  interests  of  the  producer  in  enabling  the 
packer  to  pay  him  a  better  price  for  his  cattle? 

Mr.  McNaughton.  Yes,  sir. 

The  Chahiman.  Would  it  not  also  be  in  the  interests  of  the  con- 
sumer who  pyrchases  all  of  these  products,  or  at  least  some  of  them  f 

Mr.  McNaughton.  It  certainly  would. 

The  Chairman.  Then  the  industry  can  not  develop  to  its  best  ad- 
vantage for  the  public,  and  for  the  producer  and  the  consumer,  un- 
less it  goes  through  channels  able  to  get  all  there  is  in  it — I  moan, 
channel  of  manufacture? 

Mr.  McNaughton.  Yes;  if  the  packer  could  not  make  use  of  the 
offal  it  would  be  an  absolute  loss. 

The  Chair3ian.  Well,  I  said  all  of  it — the  blood  in  the  animal 
and  the  kin ;  whether  or  not  the  packers  are  going  beyond  what  the 
public  interests  demand,  going  beyond  what  is  financially  and  econo- 
mically wise,  and  are  going  into  lines  of  manufacture  which  it  may 
be  should  be  in  other  people's  hands,  is  a  different  question? 
.  Mr.  McNaughton.  i  es. 

The  Chairman.  But  I  said,  limiting  it  to  the  value  in  the  live  ani- 
mal that  is  slaughtered.  Now,  does  your  company  manufacture  the 
same  kind  of  by-products — ^I  mean  coming  from  the  meat  animal — 
that  the  other  packers  do,  largely  ? 

Mr.  McNaughton.  Now,  Mr.  Chairman,  I  had  no  intention  of 
testifying  on  that.  Mr.  Creigh,  who  will  follow  me,  I  think,  can 
answer  that  question,  and  any  question  that  you  ask  about  tiie  operat- 
ing end. 

The  Chairman.  You  appeared  before  the  committee  on  questions 
of  traffic? 

^Mr.  McNaughton.  Yes,  sir-;  on  questions  of  traffic. 

The  Chairman.  And  I  suppose,  therefore,  that  you  are  acquainted 
with  the  traffic  that  your  company  handles? 

Mr.  McNaughton.  Yes,  sir ;  I  do  know  about  that. 

The  Chairman.  And  I  wanted  to  know  what  you  handled! 

Mr.  McNaughton.  Yes;  we  do  produce,  in  a  general  way,  the 
same  products  of  the  animal  that  are  produced  by  othera 

The  Chairman.  So  far  as  manufacturing  conditions  and  tnule 
conditions  are  concerned,  you  are  on  the  level  with  the  larger  pack- 
ers— ^I  mean  as  to  the  proiiucts  of  the  animal  ? 

Mr.  McNaughton.  The  products  of  the  animal,  yes,  sir. 

The  Chairman.  Well,  1  do  not  believe  I  care  to  ask  yon  any 
further  questions.  We  are  very  much  obliged  to  you  for  your  state- 
ment, which  seems  to  have  been  very  frank,  and  very  full,  and  vetr 
important. 

Now,  I  believe  either  Mr.  Wilson  or  Mr.  Cudahy  is  present  and 
ready  to  appear  before  the  conmiittee. 

FEBftUAaT  8;.  1919 

Mr.  V.  L.  Alhond. 

Clerk,  House  of  Representatives 

Committee  on  Interstate  and  Foreign  Commerce, 

Washington,  D,  C. 
Dear  Sir:  I  refe1ve<l  yestenlny,  your  letter  of  the  81st  with  ftt<*n«i|STmiihir 
traubcript  of  uiy  teRtlinony.  auil  liavt»  Kone  owr  the  Maine,  itinktnK 
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In  pencil  and  cortaln  Insertions  as  indicated  at  tlie  particular  point  where  it  is 
<lesire<l  to  malce  sucii  insertion. 

In  this  connection  I  am  inclosing  copy  of  letter  addreased  to  Mr.  Esch,  being 
In  reply  to  his  inquiry  for  a  comparison  between  the  railroad  and  the  paclcer 
refrigerator  car,  in  the  matter  of  movement.  I  think  this  letter  draws  the 
comparison  concretely  and  brings  out  .some  features  that  will  undoubtedly  be 
brought  to  the  attention  of  the  committee  by  Mr.  Esch,  but  for  convenience 
sake  I  am  sending  a  copy  to  you,  so  that  it  may  be  used  as  a  part  of  my  testi- 
mony if  that  is  the  pleasure  of  the  committee. 

When  the  testimony  has  been  rewritten  and  sliaped  up,  in  accordance  w^lth 
the  changes  and  additions  made,  I  am  wondering  If  I  can  get  about  two  copies. 
We  shall,  of  course,  be  glad  to  pay  whatever  expense  may  be  attached  to  it. 
The  file  Is  returned  Intact,  as  requested. 
Yours,  truly, 

J.  A.  McNaughton. 


Febbuary  6,  1919. 
Hon.  John  J.  Esch, 

Interstate  Commerce  Committee^  Washington,  D,  C 

Mt  Deab  Sir:  Since  returning  home  last  Monday,  I  have  made  inquiry  of 
several  railroads  and  find  that  they  do  not  keep  a  separate  record  of  the  dally 
travel  of  refrigerator  cars.  The  Burlington  people  thought  refrigerator  cars 
might  move  3  miles  per  day  more  than  the  general  average  for  all  equipment  and 
If  that  is  so,  then  the  figures  I  gave  to  your  honorable  committee  are  quite  con- 
servative. 

The  nearest  I  can  come  to  giving  you  what  you  want  Is  to  take  the  railroad 
owned,  but  privately  operate<l,  refrigerator  cars  which,  of  course,  are  more  effl* 
ciently  operated  than  the  railroad  operated  refrigerator  car.  In  I.  C.  G.  Docket 
4006»  page  715,  it  is  shown  that  cars  of  the  American  Refrigerator  Transit  Ck>., 
Central  Fruit  Despatch,  Pacific  Fruit  Express  and  Santa  Fe  Refrigerator  De- 
spatch Go.  had  a  daily  mileage  travel  whieh  figures  an  average  of  about  55  milen. 
per  day.    Page  690  the  conmiission  said — 

"  From  other  figures  in  the  record,  it  appears  that  cars  of  the  packers  have 
the  largest  daily  movement,  approximately  75  miles." 

The  figures  I  gave  to  your  honorable  committee  were  based  upon  the  actual 
performance  of  Cudahy  refrigerator  cars  for  the  5-year  period  1914  to  1918* 
InchislTe,  amounting  to  90  miles  per  car  day  and  the  comparisons  and  condusloncr 
stated  were  based  upon  the  average  travel  of  50  miles  per  day  for  railroad 
owned  and  operated  refrigerator  cars.  Now,  considering  the  matter  on  the  basis 
of  55  miles  per  day  for  railroad  owned,  but  privately  operated  refrigerator  cars 
and  75  miles  per  day  for  the  general  average  of  packers*  refrigerator  cars  th» 
relative  eflTicIency  Is  at  1.86  per  cent  In  favor  of  the  packer's  car,  or  one  additional 
privately  operated  railroad  refrigerator  car  In  each  3  cars  shipped;  In  other 
words*  each  packer  car  is  equal  to  about  1^  privately  operated  railroad  refrig- 
erator cars. 
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rBBIGHT  EABKQfQS. 

Privately  operated  railroad  Pcfrlgerator  car,  $216.60  per  trip  (22000#at  CScfnts).  11.600.20  per  year:  packers' 
refrigerator  car.  $215.60  per  trip  (22000#at  68  cents).  $1,940.40  per  year;  difference  in  favor  of  packers'  car. 
$431.20  per  year. 

Cost  of  famisbinK  privately  operated  railroad  refrigerator  car,  2  cents  per  mile  (3.000  miles),  $60;  add  onfr> 
third  to  (ret  equivalent  efficiency.  $20  ($80  per  trip);  $560  per  year. 

Cost  of  furnishing  packers'  refrigerator  car.  1  cent  per  mile  (3.000  miles).  $30  ($30  per  trip);  $270  per  year; 
packers'  car  saves  railroad  per  year,  $290;  making  total  saving  to  the  railroad  of  $721.20  per  year.  (Increased 
freight  earnings  and  saving  in  cost  of  furnishing  cars)  which  applied  to  only  the  cars  of  the  five  packers 
(17.600).  makes  an  amiual  saVing  of  $13  621.000. 
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While  the  figures  Just  quoted  somewhat  reflect  what  this  difference  would 
amount  to,  they,  of  course,  do  not  go  to  the  Increased  Investment,  which 
would  be  something  like  this:  The  present  cost  of  u  fresh  meat  carrying 
refrigerator  car  is  about  $3,000,  since  it  would  require  about  one  and  one-thlr*l 
railroad  privately  operated  refrigerator  cars  to  perfom  the  same  wrvloe,  within 
the  same  time  now  performed  by  one  packer's  refrigerator  car,  the  lncreai.se«1 
capital  investment  would  be  one-third,  amounting  to  $1,000,  making  the  total 
investment  $4,000  instead  of  $3,000  per  car.  At  this  ratio,  you  will  see  at  o 
glance  what  even  20  miles  per  day  additional  movement  mt»ans  in  the  way  ««f 
efficiency  and  the  enormous  saving,  and  in  that  way  get  a  fair  Idea  of  the  va.*t 
sum  that  Is  involved  in  the  yearly  operation  of  some  17,500  refrigerator  oar^ 
used  by  the  so-called  five  larger  packers  for  tlie  transportation  of  their  prudacts. 

As  stated  to  your  honorable  committee,  cars  owned  by  the  five  larger  pad^er> 
represent  only  27  per  cent  of  the  total  privately  owned  refrigerator  cars  la 
the  country  (p.  659,  I.  C.  C,  4906)  and  that  all  »the  privately  owned  refrlr- 
erator  cars  in  the  country  represent  something  less  than  one-third  of  the  totnl 
private  cars  In  the  country  (all  kinds). 

Assuming  that  it  is  the  intention  to  avoid  class  legislation,  it  seems  Impurtaot 
to  know  how  extensive  the  private-car  industry  is  and  the  enormous  amtmnt 
of  capital  represented.    The  commission  (p.  660)  says: 

"At  a  conservative  estimate,  the  amount  of  money  lnve*«ted  in  thetve  can*  U 
$250,000,000." 

As  stated  to  your  honorable  committee,  if  that  was  the  value  at  the  time  <»f 
the  hearing,  then  the  value  to-day  would  be  easily  double,  making  $dOO,OIM).Oi»» 
and  this  amount  does  not  consider  the  building,  rebuilding,  and  repair  facl1iti«»« 

Again,  going  back  to  the  comparison  between  the  railroad  privately  operatt^ 
refrigerator  car  and  the  general  average  of  the  packer's  refrigerator  car.  If  it 
would  require  one-third  more  cars  to  do  the  same  amount  of  work  that  ts  now 
done  with  the  present  packers'  equipment  (17,500  cars),  that  means  S38S  cars 
at  present  value  ($3,000  each),  an  Increased  investment  of  $17,499,000,  coiiple«1 
with  which  comes  the  additional  cost  of  upkeep,  operation,  and  cost  of  hamlllng 
the  increased  gross  tonnage,  etc. 

I  trust  the  figures  and  comparisons  made  may  be  of  some  value  to  you  antl 
your  honorable  committee  In  considering  this  very  important  matter. 
Yours,  respectfully, 

STATEMENT  OF  U£.  THOMAS  CBEIOH,  BEFAESENTIHO  CUIIAHT 

ft  CO. 

Mr.  Creigh.  Mr.  Chairman,  I  have  a  short  statement  I  should  like 
to  make.  I  know  the  committee  must  be  very  tired  of  the  packinir- 
house  situation. 

The  Chairman.  You  may  go  ahead. 

Mr.  Creioh.  As  I  said,  I  think  you  must  all  be  tired  of  the  packine- 
house  situation.  And  yet,  from  the  standpoint  of  the  Cudahy  Pack- 
ing Co.,  which  has  what  we  regard  as  some  pretty  important  inter 
ests,  we  hardlj^  feel  as  if  we  should  let  the  opportunity  pass  without 
saying  something  in  connection  with  the  particular  conditions  that 
apply  to  our  company's  situation. 

I  am  asking  to  have  passed  around  to  you  three  little  item^  «»f 
printed  matter,  not  that  I  expect  to  read  these  items  into  the  re-onl. 
or  to  bother  you  with  consiaering  all  of  them  in  detail :  but  it  hr.^ 
occurred  to  me  that,  possibly,  in  the  method  of  presentation  of  wha? 
I  want  to  say  briefly,  we  can  use  these  pamphlets  a  little  and  per- 
haps get  a  different  point  of  view  and  a  somewhat  different  anffli^ 
of  discussion  that  will  be  of  interest  to  the  committee. 

In  that  respect,  I  would  be  very  appreciative  if  you  gentlemf* 
would  take  the  smaller  pamphlets,  which  we  have  entitled  -The 
Position  of  the  Cudahy  Packing  Company"  in  respect  to  the  Fe*1- 
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eral  Trade  Commission  growing  out  of  its  meat  summary ;  and  if  you 
'will  turn  to  page  38  of  that. 

The  Chairman.  Do  you  wish  to  consider  this  Us  read — any  part 
of  your  statement?    If  so,  you  can  refer  to  the  page  numbers? 

Mr.  Creigh.  Well,  if  you  will  permit  me  to  read  from  page  38, 
and  if  you  will  follow  me  in  doing  so,  I  think  we  can  weave  in  quite 
a  few  things  that  have  direct  application  to  the  bill. 

The  Chairman.  All  right ;  go  ahead. 

Mr.  Creigh.  On  this  page  38  begins  a  memorandum  made  by  me 
personally — and  this  is  in  connection  with  the  efforts  that  we  made 
to  get  a  hearing  before  the  Federal  Trade  Commission,  and  in  con- 
nection with  certain  of  the  practices  mentioned  in  the  memorandum, 
as  a  ready  means  of  reference,  to  the  summary  which  the  Trade  Com- 
mission had  put  out  just  about  that  time,  which  lead  to  certain  points 
and  indications  there,  showing,  at  least,  certain  items,  which  we  say 
are  illustrative  of  the  Trade  Commission's  entire  report  as  regards 
our  company. 

In  other  words,  most  of  the  mention  that  is  made  of  us  is  either  in- 
advertent, or  clearly  erroneous,  or,  inconsequential,  or  something  that 
ought  to  have  been  explained. 

Now,  I  think  we  can  get  the  best  idea  on  that,  and  possibly  it  will 
have  some  reference  to  ttie  bill,  if  you  will  just  let  me  read  that  par- 
ticular portion. 

The  Chairman.  Just  read  it  in  your  own  way. 

Mr.  Creigh.  This  memorandum  was  made  on  Friday,  August  28, 
1916. 

I  wilt  skip  to  the  middle  of  page  39,  showing  a  general,  idea  of  the 
Trade  Commission's  attitude  within  a  week  after  the  summary  was 
put  out. 

I  began  my  statement  by  outlining  the  position  of  our  company, 
as  feeling  that  the  commission  desired  its  report  to  be  accurate  and 
fair,  the  same  as  I  had  expressed  it  to  Mr.  Bracken  previously.  I 
stated  that  at  that  time  we  did  not  wish  to  be  regardecl  as  appearing 
before  them  with  a  general  complaint  respecting  the  proceeilings  or 
the  method  under  which  they  had  been  conducted,  or  the  report  it- 
?:elf,  or  the  conclusions  of  the  commission;  but  that  what  we  did  de- 
sire was  to  point  out  to  them  a  few  out  of  what  we  regarded  as  a 
very  large  number  of  places  where  mention  was  made  of  our  company 
ancl  the  facts  incorrectly  stated,  with  a  view  to  asking  the  commis- 
sioners themselves  to  examine  what,  if  any,  evidence  the  commission 
had  upon  which  to  base  the  statement;  and,  later  on,  if  that  were 
possible,  to^  discuss  with  me  the  items  of  evidence  which  might  be 
produced  (if  any),  in  which  case  I  prophesied  to  them  that  I  could 
quickly  make  such  explanation  as  woula  make  them  realize  that  the 
statement  was  entirely  incorrect.  Furthermore,  I  assured  them  that 
I  felt  I  could  point  out,  as  illustrative,  a  number  of  places  wheVe 
damaging  and  extreme  statements  were  made  and  where  I  felt  sure 
the  commission  would  be  interested  with  me  in  knowing  whether  or 
not  they  had  any  evidence  at  all  upon  which  to  found  the  charge  or 
the  statement  Of  course  the  chairman  and  Mr.  Murdock  acquiesced 
in  the  statement  that  they  desired  to  be  fair  and  accurate  and  stated 
that  they  would  be  very  glad  if  I  would  point  out  to  them  any  por- 
tions of  the  report  which  I  felt  could  be  justly  criticized  by  us. 
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Then  I  proceeded  to  call  their  attention  to  the  following  iteibs 
(as  nearly  as  I  can  now  recall),  which  I  stated  were  illustrative  of 
what  I  had  in  mind,  as  to  which  I  hoped  that  they  would  call  upon 
their  subordinates  to  produce  such  papers  or  other  evidence  as  tnet 
had  as  the  justification  or  foundation  for  the  charge  or  statement 
I  stated  to  the  commissioners  that  of  course  I  felt  that  they  per- 
sonally had  not  examined  all  the  mass  of  testimony  and  statementi 
which  had  been  proc*ured  during  the  year's  investigation,  that  I  felt 
that  this  would  be  impossible,  and  they  aflreed  with  me. 

I  also  suggested  to  them  that  I  thought  it  was  unfortunate  that 
the  summary  had  gone  out  containing  the  commission's  findings 
without  the  case  having  been  either  argued  by  anyone  on  behalf  of 
the  packers  or  without  their  having  had  any  opportunity  to  either 
api>ear  to  cross-examine  witnesses  or  to  put  in  any  testimony  of 
their  own.  I  stated  that  I  understood,  however,  that  the  Henej 
hearinf2;s  were  conducted  on  behalf  of  the  ommiission  only,  and  tlu^ 
it  had  been  distinctly  stated  that  no  attorney  or  other  person  reore 
senting  the  packers  and  no  witness  on  behalf  of  any  pacKer  wonlo  b» 
permitted  to  appear.    This  statement  also  was  acquiesced  in. 

The  first  item,  I  think,  to  which  1  called  their  attention  was  pa^ 
39^  res|)ecting  the  matter  of  three  confidential  employees  of  Swift 
A  Co..,  whom  it  was  stated  had  been  sent  to  Washington  to  investi- 

fate  and  report  on  the  status  of  the  so-called  Borland  resoIuti(»n. 
*he  commission's  summary  proceeds  to  state : 

On  April  10,  101G,  tliey  prepared  a  lonf;  Joint  memorandonu  copftevi  of  wh  •> 
wore  Hc*nt  to  the  principal  ofllrials  of  earli  of  the  Ave  packini;  ci>m|ianUHi,  «•(«* 

I  stated  that  I  should  like  to  see  whatever  evidence  the  c(Mnmissio(. 
had  on  which  to  justify  the  statement  that  a  copy  of  this  had  ev**r 
been  sent  to  our  company  or  any  of  our  officials. 

If  I  might  interpolate  there,  I  found  in  the  Senate  hearings  Chat 
the  same  Tetter,  this  letter  which  is  very  important,  at  least  to  th^ 
packing-house  people,  has  been  again  introduced  in  those  hearinfr^ 
This  time  it  comes  up  in  a  little  bit  different  form.  It  is  said  that 
there  is  something  on  that  that  showed  I  received  a  copy  of  thai 
letter.  I  am  trying  to  get  a  copy  of  the  record  to  find  out  where  it 
api^ears  in  the  record,  and  I  still  am  unable  to  ascertain  what  in  the 
world  there  was  about  that  letter  upon  which  the  comnuasion  juatified 
the  statement  that  I  received  it,  for  I  most  certainly  did  not.  In 
that  connection  I  will  say  I  think  the  receipt  of  the  copy  of  the  letter 
wouM  he  nothing  discreditable  at  all,  but  the  mere  assamptiofi  of 
somebody  from  somewhere  out  of  the  clouds  that  I  had  received  t 
copv  of  the  letter  and  then  goes  ahead  to  justify  itadf  lor  tibe  foi- 
lowlng  statement,  as  it  appear  in  the  summary  where  it  se,T% 
[Reading:] 

I  then  ciiUetl  their  attention  to  the  atatetuent  foUowlnff  on  pase  90,  mftf^  thr 
quotati<ui  from  the  atlestN]  n*|)ort,  coverlni;  the  eharffi*  tlwt  ••  thr  Blc  T  -  • 
proceeded  to  take  the  foUowng  atepa  *' :  The  ralMng  of  a  joint  fluid  of  flSoOW 
flfMHllnir  CVmsrreftH  uith  telefn^nis,  etc.;  emplojmient  of  Mr.  CoMn  H.  LlTinrw^ 
ami  I  HtHtHd  tluit  MO  far  as  our  company  wan  conc^enietl  we  cortnlntj  n^\-r 
liarticipatiHl  nor  knt*%v  of  any  of  the  itenta  nientloniNl. 

And  that  position  Is  entirely  correct,  for  I  am  >how  to  you  that 
we  had  nothing  to  do  with  it/  I  do  not  wish  to  say  there  was  anv 
thing  in  the  slightest  degree  discreditable  about  it.    The  propositioo 
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I  wish  to  emphasize  here  is  to  try  to  show  you  gentlemen  something 
of  the  aspects  upon  which  the  trade  commissioirs  summary  and  this 
later  report  have  been  prepared,  and  it  seems  to  me  that,  as  many  of 
the  other  packers  have  put  in  various  things  here,  there  is  somewhat 
of  an  indication  that  there  is  at  least  a  possibility  that  many  of  the 
statements  in  that  report  are  not  prepared  under  any  basis  of  evi- 
dence or  of  facts  to  warrant  their  being  believed,  and  we  contend 
for  our  company  that  that  is  entirely  the  case  with  practically  every 
place  where  mention  is  made  of  us.     [Beading :] 

I  stated  that  I  hoped  the  commission,  throughout  the  entire  conference 
which  I  was  having  with  them,  would  not  regard  the  fact  that  I  was  pointing 
oat  things  re^)ecting  our  company'  solely  was  to  be  taken  as  an  indication 
tliat  I  believed  that  the  statements  respecting  any  of  the  other  packing  houses 
in  the  same  or  similar  connections  were  true;  that,  of  course,  I  knew  accur- 
ately the  business  and  details  of  our  company,  which  I  was  going  to  discuss; 
that  I  believed  each  of  the  other  packers  probably  had  similar  knowledge  of 
their  own  affairs  which  they  in  proper  season  would  discuss  for  their  own 
account.  I  believe  there  was  some  general  discussion  by  various  of  the  commis- 
sioners respecting  the  items  which  I  have  just  mentioned  as  appearing  on  page  39, 
as  to  wh|ch  they  asked  me  several  questions,  but  on  all  of  which  my  answer 
was  that  we  not  only  did  not  participate  in  but  did  not  know  of  any  of  these 
matters  having  occurred. 

That  is  in  connection  with  the  Borland  resolution.  The  only 
activity  our  company  took  ii^  connection  with  that  was  my  appear- 
ance before  the  subcommittee  on  the  Judiciary,  and  I  think  the  state- 
ment respecting  the  packing-house  situation  was  a  fairly  meritor- 
ious argument  on  that  bill. 

I  then  proceed  to  page  38 — page  38  referring  to  this  summary — 
calling  their  attention  to  the  memorandum  from  Henry  Veder  to  W. 
B-  Traynor,  as  it  appears  quoted  on  that  page.  I  stated  that  I,  of 
course,  did  not  know  anything  as  to  the  correctness  of  this  memo- 
randum. 

I  do  not  know  whether  you  have  the  summarv  before  you  or  not. 
It  is  simply  a  note  from  Mr.  Veeder  to  Mr.  Traynor,  reading  as 
follows : 

You  asked  me  the  other  day  for  certain  percentages  which  are  generaUy 
known  as  the  **  usual  percentages."  A  great  deal  of  emphasis  is  always  laid 
upon  this. 

On  July  30,  1913 ;  L.  P.  S..  N.  M.,  and  T.  p.  W.  agreed  with  C.  and  S.  &  S.— 
these  merely  being  certain  initials — ^upon  the  following  percentages  to  cover 
general  legislative  and  litigfition  matters. 

Then  certain  percentages  are  given,  and  ^^  C."  was  stated  as  giving 
10  per  cent    That  letter  is  dated  August  23,  1916. 

Now,  continuing  my  reading  on  page  41.  But  I  admitted  that  I  did 
know  that  as  regards  general  legislation  and  litigation  matters^  there 
wei^  cei"tain  instances  in  which  the  Cudahy  Packing  Co.  (or  its  pre- 
decessor company,  what  we  call  the  "Illinois  Corporation")  had 
participated  and  had  paid  10  per  cent.  I  explained  that  in  the  last 
three  or  four  years  I  could  not  recall  as  many,  I  thought^  as  10  items 
in  which  we  had  participated ;  that  these  were  all  litigation  matters ; 
that  no  legislative  matters  had  been  participated  in ;  that  the  litiga- 
tion matters  were  all  entirely  proper  proceeain^  iv  whic^  the  entire 
trade  was  interested,  such  as  uti^ation  respecting  pure  food  laws  or 
city  ordinances,  or  national  regulations,  where  there  ap^jeared  to  be 
some  conflict  or  something  impractical  or  unconstitutional  which 
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should  be  corrected.  I  stated  that  I  did  not  think  tliat  within  the 
period  which  I  had  mentioned  there  had  been  spent  by  us  as  much 
as  $6,000. 

Then  I  called  the  commission's  attention  to  their  analysis  and  in- 
terpretation  which  immediately  follows  the  quotation  of  the  mem- 
orandum itself  on  page  38,  and  particularly*  the  part  where,  on  page 
39,  comment  is  made  that  certain  individuals  representing  three 
companies  came  together  and  agreed  upon  certain  nxed  percentages 
to  be  known  as  the  usual  percentages  "  for  use  in  the  settlement  of 
'general,  legislative,  and  litigation  matters.' '^  I  called  their  atten- 
tion to  the  comma  appearing  after  the  word  ^^  general  '^  in  their  com- 
ments on  page  39,  and  to  the  fact  that  itr  does  not  appear  in  the  copy 
of  the  memorandum  on  page  38.  We  had  considerable  discussicni, 
and  the  commissioners  admitted  that  the  comma  after  the  won! 
"general"  certainly  enlarged  the  statement  as  to  the  purposes  or 
matters  in  which  the  percenta^  was  used  to  a  verx  high  degree. 

I  said  that  while  I  was  familiar  with  the  use  of  the  percenta^  in 
handling  of  litigation  matters,  which  I  had  mentioned,  1  knew  for  a 
fact  that  there  was  no  general  expense  or  other  matter  as  to  which 
our  company  had  any  agreement  with  any  of  the  other  packers  for 
the  settlement  of  bills  or  handling  of  any  general  items  of  business 
and  I  stated  that  it  seemed  to  me  that  the  insertion  of  the  comma 
after  the  word  "  general "  was  of  a  typ'e  similar  to  many  other  places 
in  the  report,  where  a  certain  incident  or  item  is  mentioned  ann  then 
an  extremely  broad  conclusion  based  upon  it. 

I  then  called  the  commissioners'  attention  to  a  number  of  places 
where,  respecting  the  foreign  trade  and  the  foreign  investments  of 
the  different  companies,  mention  is  made  of  packing  plants,  etc.. 
being  owned  by  four  of  the  packers,  naming  them,  tne  Cudahy 
Packing  Co.  having  been  omitted,  and  properlv  so,  because  they  hail 
no  such  investment ;  but  that  when  the  general  charge  is  made  as  to 
the  probability  of  this  country's  being  involved  in  its  diplomatic 
relations  with  the  other  countries  on  account  of  the  practices,  the 
charge  was  immediately  made  that  "the  Big  Five"  were  the  ones 
to  be  condenmed.  I  stated  that,  of  course,  I  was  not  indicating  that 
I  would  condemn  any  of  the  other  packers,  because  I  did  not  Know 
anj'thingrespecting  their  business,  out  that  certainly  I  thought  the 
Cudahy  racking  Co.  had  a  fair  complaint  to  make  when  in  one  para- 
graph of  the  report  mention  is  made  specifically  as  to  the  ownership 
by  other  companies  than  ours  of  these  foreign  properties,  bat  we, 
nevertheless,  m  the  succeeding  paragraph  are  charged  with  some 
doubtful  practice  or  some  general  conspiracy. 

As  typical  of  another  situation,  where  a  very  small  item  is  taken 
advantage  of  to  make  a  very  broad  general  assertion,  I  cited  them  to 
pa^e  9,  where  it  was  stated  that  in  connection  with  the  difficnltifls 
which  the  oommiaaion  had  had,  that : 

We  know  «!»m>  that  tlie  five  parkins  oompanl**- -Armour.  Swift,  Morrl«^  VTlh 
son,  ami  Cudahy — roniipired  together  In  the  preparation  of  their  anawcrs  to 
the  cumiulasion'a  InqulrieH,  to  the  ead  that  aU  ahoald  agree. 

I  stated  that,  of  course,  I  did  not  know  what  evidence  the  commis- 
sion had  upon  which  the  charge  was  based,  but  that  certainly  the 
charge  was  not  correct  so  far  as  our  company's  affairs  were  concerned. 
Then  I  called  their  attention  to  the  Traynor  memorandum  appearing 
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immediately  following,  and  stated  that  that  memorandum  referred 
to  the  four  questions  which  had  been  sent  out  by  Commissioner 
Davies,  none  of  which  related  to  the  intimate  or  business  affairs  of 
any  one  company,  but  which  were  of  a  ^neral  nature,  as,  for  in- 
stance, "Why  are  the  prices  for  meat  high?"  That  I  felt  it  was 
entirely  proper,  from  the  standpoint  of  givmff  accurate  and  complete 
information  to  the  commission,  that  I  should  discuss  with  anyone 
of  the  packers  who  was  interested  in  the  answers  which  we  proposed 
to  ffive. 

I  furthermore  said  that  I  personally  had  prepared  our  answer 
to  these  questionnaires ;  that  the  questions*  had  oeen  submitted  to  all 
our  department  heads ;  that  a  large  mass  of  information  was  brought 
together  and  then  worked  into  the  form  of  a  printed  pamphlet,  and 
that  in  connection  with  its  being  put  into^  final  form  I  brought  the 
pamphlet  in  printed  proof  form  to  Washington  and  had  conferred 
with  the  conunission's  staff  and  one  of  the  commissioners  respecting 
it,  and  had  secured  their,  at  least  tacit,  consent  to  our  putting  it  in 
printed  form;  and,  furthermore,  after  this  had  been  done  we  had 
circulated  the  printed  copy  to  the  number  of  several  thousands  to 
the  commissioners  themselves,  to  their  staff,  to  Congress,  cattlemen, 
and  to  all  whom  we  thought  would  be  interested  in  the  subject  of  the 
packers'  economic  situation.  I  stated  that  we  had  not  consulted  with 
any  other  concern  in  the  preparation  of  any  report,^  with  the  excep- 
tion possibly  of  this  Davies  questionnaire,  and  that  in  that  case  such 
consultation  had  not  changed  the  reply  in  any  particular  or  the  facts, 
as  it  did  not  seem  to  me  as  though  there  was  the  slightest  basis  of  any 
charge  of  a  cpnspiracy. 

In  that  connection,  gentlemen,  the  larger  pamphlet  which  I  have 
had  given  to  each  of  you  is  the  pamphlet  questionnaire  referred  to  in 
what  I  have  just  read. 

This  "  Statement  submitted  by  the  Cudahy  Packing  Co.  respecting 
the  problems,  prices,  and  profits  of  the  paclang  industry  "  is  our  an- 
swer to  the  Davies  questionnaire,  and  ot  course  we  may  have  a  little 
egotism  about  this  pamphlet,  but  let  me  just  say,  if  you  will  pardon 
me,  and  I  will  refrain  from  reading  it  to  you,  that  I  think  tnere  is 
really  about  as  much  compact  statement  about  the  economic  situation 
about  the  entire  packing  industry  and  the  causes  of  high  prices  and 
percentages  and  the  thousand  and  one  things  which  have  been  the 
basis  of  various  questions  put  in  the  committee  and  that  you  will  find 
some  perhaps  rather  new  ideas,  or  at  least  a  little  different  method 
of  expression,  and  while  this  pamphlet  is  not  up  to  the  date  of  the 
present  time  in  1919,  nevertheless  the  figures  are  substantially  all 
about  the  same  and  the  principle  is  about  the  same,  and  some  time 
when  you  have  a  few  moments  or  want  to  get  at  something  I  believe 
you  will  find  that  a  pretty  fairly  compact  statement  of  the  packing 
industry. 

The  Chairman.  W^e  will  be  very  glad  to  have  it. 

Mr.  Creigh.  Then  I  called  their  attention  to  the  item  appearing 
at  the  bottom  of  page  8  in  connection  with  these  charges  of  conspir- 
acy as  to  "  combing  "  of  the  company's  files,  where  it  is  stated  that 
*'  G.  S.  Shepard,  vice  president  of  the  Cudahy  Packing  Co.,  admitted 
that  he  had  ordered  his  stenographer  to  maKe  an  incorrect  copy  of 
a  letter,  etc.,  and  had  himself  destroyed  the  document."     I  then  said 
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that  I  had  come  to  Washington  without  reading  the  report,  of  which 
I  had  sent  copies  to  our  Chicago  office,  and  that  without  consulta- 
tion with  me  or  any  question  from  me,  Mr.  Shepard  had  just  sent  in 
to  me  a  wire  which  I  desired  to  read  into  the  record  and  which  was 
as  follows: 

Just  flnliihe<l  rendliif:  pninpblet  you  tient.  Pleaw>  note  the  bottom  of  imse 
8.  As  you  know,  corres|ioiidence  mentioned  was  of  a  personal  nature  ami  Mr. 
Haln4*H  readily  aKree«l  to  elimination  nf  such  |M>rtloii  as  was  Irrelevant  to  ttw^ 
puriN>M»  of  the  inquiry.  Next  <lay  he  came  back  for  tlie  (x>niplete  letter,  but 
as  It  waK  of  no  lmiM>rtan<*e  I  had  dimtirded  the  same  the  day  b^ftire.  TIh* 
whole  tran»(action  was  done  o|^nly  and  with  his  consent. 

I  stated  that  the  Mr.  Haines  mentioned  was  one  of  the  conimi^j- 
sion's  investigators,  who  had  come  to  our  office  and  who  had  been 
given  free  access  to  our  files,  and  that  I  remember  his  having  been 
there  and  the  circumstance  of  the  letter  f roni  which  an  item  of  what 
I  thought  was  a  ipersonal  criticism  made  by  Mr.  Shepard  upon  one 
of  our  other  officials  had  been  eliminated;  that  the  criticism  had 
no  i)ossible  relation  to  the  investigation  and  that  T  knew  at  the  time 
it  had  been  done  and  with  Mr.  Haines's  consent.  I  stated,  further- 
more, that  I  knew  a  number  of  times  in  the  connnission*s  practice 
when  similar  situations  had  arisen,  and  that  I  understood  that  they 
fully  sanctioned  the  matter  of  protecting  individuals'  reputation«i 
fi'om  the  poKsihilitv  of  the  publication  ot  personal  memoranda  an<l 
the  prevention  of  tlie  encuml)ering  of  the  commission's  records  with 
a  lot  of  matter  which  was  not  of  public  concern,  and  I  think  the  com- 
missioners acquiesced  in  that  statement  as  regards  their  practice. 

I  then  .stated  to  the  commission  that  the  foregoing  constituted  ex- 
amples of  a  good  many  very  important  charges  as  to  which  I  hoped 
that  thev  would  make  the  necessarv  effort  to  procure  the  eviden<^ 
in  their  files,  if  any,  and  that  then  they  would  give  me  the  oppor- 
tunity of  going  ovor  the  matter  again  with  them  with  the  idea  of 
correcting  any  unjust  or  erroneous  statement  which  might  then 
apnear  to  have  been  made  as  affecting  our  interests. 

1  was  then  asked  as  to  whether  or  not  the  points  I  had  made  wen* 
all  in  the  general  pamphlet  summary  to  which  I  took  exception.  I 
stated  that  they  were  distinctly  not  all ;  that  practically  every  state- 
ment in  the  report  was  ern)neous  or  distored,  so  far  as  we  were 
concerneil.  and  that  I  had  hojjed,  however,  by  mentioning  the  i|eri< 
which  I  had,  that  when  we  got  them  worked  but  so  that  the  c<mmii<- 
sion  could  satisfy  itself  that  I  was  correct  as  to  the  baselessness  of  the 
statements  and  charges,  then  we  could  work  along  to  such  other  item* 
as  I  would  indicate  even  more  effectively. 

Mr.  Ccmunissionor  Miirdock,  after  I  liad  closed,  then  stateil  tint 
he  desired  to  a>k  me  a  few  questions,  whi'-h,  of  course,  wa-^  entin*I> 
satisfactory  to  nic.  He  thereupon  called  my  attention  to  a  «t>p> 
of  a  letter  signed  by  our  Mr.  E.  A.  Cudahy,  as  set  up  on  page  *-t*. 
taken  from  a  portion  of  the  transcript  of  testimony  m  one  of  t) 
alleged  hearings  of  Mr.  Henoy  on  Ix'half  of  the  Federal  Trade  Coin 
niis^sion. 

Mr.  ^^nnl<M•k  askeil  me  wliether  it  was  mv  contention  that  tl  • 
(^kIjiIiv  I^atkinir  Co.  was  in  competition  with  the  other  packer^, 
and  I  >!atcd  tliat  it  certainly  was.  He  then  refcrretl  nie  to  tiii^ 
letter  on  page  'J*K  and  asked  nu»  how  I  couhi  reconcile  tlmt  h^tt*'* 
with  tlie  statemeiit  which  I  had  just  made.     I  told  him  that  I  «a> 
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very  much  interested  in  his  having  referred  me  to  that  particular 
letter,  and  I  asked  whether  or  not  it  would  be  possible  right  then 
to  send  out  and  have  the  letter  brought  in  from  the  commission's 
files.  After  some  little  discussion,  however,  it  was  decided  that  this 
could  not  conveniently  be  done,  and  I  think  at  that  time  Mr.  Mur- 
dock  read  the  letter  over  once  or  twice  and  then  stated  that  it  looked 
to  him  as  though  that  was  a  very  clear  admission  that  we  were  doing 
business  on  an  agreed  percentage  at  South  Omaha  and  Sioux  City. 
I  told  him  that  I  thought  anyone  who  understood  the  business  and 
who  read  the  letter  impartially  would  come  just  to  the  opposite 
conclusion,  and  that  the  letter  indicated  that  we  were  in  severe  com- 
petition in  order  to  get  as  much  as  the  percentage  which  apparently 
someone  had  in  mind  was  the  one  we  were  supposed  to  get  by  virtue 
of  some  agreement. 

I  then  asked  Commissioners  Murdock  and  Colver  whether  they 
had  read  all  the  letters  which  had  been  taken  from  our  office  at  the 
same  time  this  letter  was  taken,  there  having  been  some  50  of  them. 
They  stated  that  they  had  not.  I  asked  them  to  send  for  the  whole 
50  letters,  and  then  suggested  that  they  read  them  all,  and  that  I 
felt  sure  that  they  would  come  to  the  conclusion  from  reading  the 
entire  file  that  Mr.  Cudahy  and  our  company  was  in  the  position  of 
a  man  fighting  for  his  life.  Mr.  Murdock,  however,  stated  that  while 
he  would  read  the  other  letters,  nevertheless,  he  thought  that  this 
particular  letter  was  sufficient  to  convince  him  that  we  were  working 
on  an  agreed  percentage,  and,  to  reinforce  his  argument,  he  called 
my  attention  to  the  alleged  lead  pencil  figures  which  the  transcript 
indicated  were  on  the  letter  of  Mr.  Cudahy.  I  then  told  him  thkt  I 
was  glad  he  had  called  mv  attention  to  tliat,  because  that  was  the 
very  item  that  I  also  was  highly  interested  in,  and  that  I  would  be 
still  more  interested,  and  they  would  as  well,  when  they  procured 
the  copy  in  their  files.  This  brought  up  quite  some  discussion  as 
to  what  I  had  in  mind,  and  finally  I  stated  that  all  of  that  material 
had  been  inserted  obviously  by  some  one  in  the  commission's  employ 
after  the  matter  had  left  our  office;  that  I  personally  had  handled 
the  original  of  which  a  copy  was  furnished  them,  that  I  knew  that 
such  lead  pencil  figures,  nor  any  other  memoranda,  did  not  appear 
upon  our  copy  nor  upon  the  copy  which  we  furnished.  They  wanted 
to  know  who  had  put  the  lead  pencil  figures  on.  I  said,  of  course, 
I  could  not  tell,  but  I  thought  that  they  would  get  some  interesting 
light  as  to  the  character  of  this  investigation  as  soon  as  they  saw 
the  handwriting,  which  no  doubt  they  could  identify. 

I  then  had  a  considerable  discussion  and  a  good  many  questions 
and  answers  with  Mr.  Commissioner  Murdock,  on  the  basis  of  this 
agreed  percentage.  I  denied  that  there  was  any  and  entered  into  a 
lenthy  aiscussion  to  show  that  the  fact  that  percentage  of  volume  of 
business,  number  of  employees,  number  of  branch  houses,  pay  rolls, 
purchase  of  live  stock  and  cYorything  else,  were  bound  to  be  prac- 
tically constant  as  between  the  four  or  five  large  competitors,  all  of 
ample  financial  worth,  and  that  the  figures  remained  approximately 
together  was  rather  an  indication  of  the  severity  of  the  competition 
than  the  revei'se.  I  also  called  their  attention  to  the  percentage  of 
cattle,  and,  I  think,  of  calves^  hogs,  etc.,  as  it  appears  on  page  11.  to 
be  handled  by  the  so-called  "  Big  Five,"  and  prophesied  that  no  table 
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which  showed  any  such  result  as  that  could  be  worked  out  on  any 
basis  which  would  show  any  percentage  similar  to  those  appearing  on 
page  27,  and  stated  that  I  would  be  very  much  interested  in  getting 
proiypt  access  to  the  forthcoming  volumes  which  they  claimed  wouln 
contain  the  statistical  matter  furnished  by  the  packers  and  pi^ocured 
by  the  commission,  because  I  felt  sure  tKat  there  would  be  all  sortsS 
of  variances  in  any  set  of  percentages.  I  stated  that,  of  course,  after 
a  year's  results  were  known  anybody  could  work  out  a  percentage, 
but  asserted  again  and  again  that  there  was  no  percentage  agreement 
on  the  part  of  our  company.  With  reference  to  the  percenta^ress 
and  especially  the  table  of  similarities  appearing  on  page  27, 1  called 
their  attention  to  the  fact  that  owing  to  the  immense  volume  of 
business  a  variance  of  1  or  2  per  cent  up  or  down  would  mean  quite 
a  number  of  millions  of  dollars  to  any  particular  company. 

In  that  connection,  I  do  not  know  how  much  you  may  be  interested 
in  percentages,  but  the  Cudahy  Packing  Co.  in  relative  size  is  to-day 
around  10  per  cent. 

Mr.  WiNSLOw.  Ten  per  cent  of  what? 

Mr.-  Creigh.  Ten  per  cent  of  the  total  volume  of  the  aggregate  of 
the  five  large  packers  at  certain  markets. 

Mr.  WiNSLOW.  Of  the  five? 

Mr.  Creigh.  Of  the  five  at  certain  markets.  We  will  suppose  that 
in  the  course  of  a  year  the  Cudahy  Packing  Co.  increased  its  business 
10  per  cent.  Of  course,  immediately  that  would  only  put  the  per- 
centage up  to  11,  and  it  would  be  almost  an  unappreciable  change 
froiji  the  10  that  is  bound  to  be  somewhere  around  our  general  aver- 
age, and  you  will  find  on  a  general  analysis  of  the  figures  here  vari- 
ances even  on  the  tables  used,  and  those,  let  it  be  understood,  are 
tables  that  embrace  certain  markets  where  we  have  houses,  but  do  not 
embrace  all  the  markets  at  which  we  have  houses,  and  anybody  who 
studies  them  and  sees,  as  I  say,  a  variance  of  1  per  cent,  indicating  a 
10  per  cent  increase  or  less  in  our  business,  would  figure  that  a  sub- 
stantially constant  average  would  not  mean  much,  and  every  fraction 
of  a  per  cent  means  many  millions  of  dollars. 

I  think  I  can  save  a  little  bit  more  time  by  not  finishing  the  read- 
ing of  this  memorandum.  The  whole  purpose  of  it  was  a  prelim- 
inary discussion  with  the  Trade  Commission  to  ask  them  if  they 
would  not  have  the  evidence  upon  which  they  based  their  statement* 
in  their  summary  produced,  at  least  in  certain  instances,  so  that  we 
might  consider  it,  and  when  we  saw  the  evidence,  see  if  it  was  any 
evidence  at  all,  which  I  claim  was  an  impossibility,  and  so  that  we 
could  then  put  in  an  argument.  All  of  that  was  prior  to  the  time 
they  published  the  second  volume.  On  page  14  of  this  pamphlet  ap- 
pears a  letter,  which,  along  in  October,  after  a  ^ood  many  months 
negotiations  in  which  I  had  tried  to  get  this  evidence  brought  out 
by  the  Trade  Commission,  to  get  a  transcript  of  the  testimony,  or 
rather  of  my  statomont  to  them,  they  having  had  their  stenographers 
present  in  order  to  snnmiarize  this  thing  and  also  to  make  a  protest 
against  the  publicati<m  of  a  trade  report  on  the  passage  of  a  trade 
report  to  tho  Prosidont.  which  we  thought  was  likely.  It  also  ap- 
pears in  the  same  form,  beginning  at  page  3  of  this  little  pamphlet, 
and  Chairman  Cohor  of  the  commipsion  answered  me  quite  promptly, 
and  in  order  to  get  the  attitude  of  the  Cudahy  Packing  Co.  and  al-v* 
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of  the  Trade  Commisdion  on  these  proceedings  so  that  you  can  see 
them  side  by  side,  I  took  the  two  letters  beginning  with  pages  14  and 
15  here,  putting  them  in  columns.  I  do  not  believe  I  will  take  the 
time  of  the  committee  even  to  read  that  letter,  but  merely  to  com- 
mention  it.  It  seems  to  me  somewhat  clear  that  it  proved  a  non- 
judicial partisan  proceeding. 

I  have  not  yet  been  able  to  see  anything  in  the  way  of  evidence. 
So  far  as  evidence  is  concerned,  in  the  Senate  Committee  Mr.  Heney 
now  is  counsel  for  the  farmers'  unions  admittedly  on  the  record,  argu- 
ing with  some  of  the  Trade  Commission  staff  constantly  bringing  in 
papers,  documents,  etc^  That  is  all  right  with  me,  for  it  is  about 
the  first  time  I  have  had  access  to  any  of  the  documents  upon  which 
the  charges  against  us  are  based,  and  I  think  I  have  already  located 
one  or  two  that  are  very  interesting,  though  I  have  not  gone  quite 
far  enough  yet  to  quite  make  much  of  a  point  about  them. 

The  Chairman.  Do  you  want  to  make  this  pamphlet  a  part  of  the 
record  ? 

Mr.  Creigh.  If  I  may. 

The  Chairman.  You  may  do  so. 

(The  pamphlet  above  referred  to,  entitled  "  Position  of  the  Cudahy 
I^acking  Co.  in  respect  to  the  Federal  Trade  Commission  growing 
out  of  the  sunmiary  of  report  on  the  meat  packins  industry,  pub- 
lished August  8,  1918,"  is  made  a  part  of  the  recoroT  and  appears  in 
the  official  report  at  this  point.) 

Position  op  the  Cudahy  Packing  Co.  in  Uehpect  to  thk  Fkdkral  Tkadk  Com- 
mission, GsowiNo  Out  of  the  Summary  of  Hkport  on  thk  Mkat  I»ackin« 

iNDUBTkY,   PUR1J8HEI)  AUGUST  8,    1918. 

foreword. 

On  August  8,  1918,  the  Federal  Trade  CoinnilHslon'K  **  Suiiuuury  of  tht»  reix»rt 
on  the  meat  packing  industry  "  was  released  for  publication. 

Since  the  publication  of  that  report  it  has  been  the  subjeirt  of  a  great  deal  of 
controversy.  Almost  immediately  after  the  publication  of  the  report  this  com- 
pany, feeling  that  the  charges  and  statements  resj)ecting  It  were  without  founda- 
tion and  entirely  incorrect,  undertoolc  to  ask  the  commission  to  give  us  nccesw 
to  8uch  evidence  as  it  might  have  upon  which  it  basetl  the  statements  wliicli  it 
had  made,  and  to  allow  us  the  or>portunity  to  refute  or  explain  such  matters. 

The  company  had  not  previously  been  given  the  right  to  cross-examine  wit- 
iie.sses  or  to  examine  the  evidence  which  the  commission  had,  or  t(»  rebut  or 
explain  it  by  evidence  of  its  own.  nor  had  any  hearing  or  argument  been  had 
before  the  commission. 

We  had  the  expectation  and  l>ellef  that  in  the  event  that  no  such  evidence 
exi9te<l  or  couUl  be  prmluced  by  the  cHmimission  tlmt  It  w<»ulil  then  frankly 
state  that  its  charges  were  inadvertent. 

The  efforts  of  the  company  to  swure  }i  hearing  or  any  exoneration  have  thus 
far  been  futile.  The  company  now  feels  that  It  has  the  right  to  submit  the 
correspondence  and  <?ertain  other  data  for  public*  ciinslderailon.  It  seems  to  us 
that  the  situation  disclos«Ml  is  such  as  to  justify  us  in  believing  thnt  the  com- 
mission's report  was  not  prepared  under  such  ordinary  fair  or  American 
methods  as  to  have  produced  any  approximation  of  the  truth  respet^tlng  our 
situation  In  tlie  meat  imcking  Industry,  and  that  the  public  ought  m  l)e  lnforme<l 
respecting  these  features  in  order  that  the  reiM>rt  and  the  rcHoimnendatlons 
of  the  c-ommission  in  whatever  future  ctmslderatlon  may  be  given,  may  be 
tested  as  to  their  accuracy  and  fairness  (a)  In  the  light  of  this  challenge 
which  we  make  to  the  correctness  of  their  findings,  ib)  the  failure  to  province 
the  evidence  to  support  them  and  (c)  the  deiilal  of  a  hearing  or  an  opiH>rtunIty 
to  satisfy  the  commission  of  our  openitloiis  ami  iMJsltion. 

The  Cudahy  Packing  <*o. 

Chicago,  Ilu,  October  12,  19 1 8. 
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FJXHIBIT  A. 

OCTOBEB  2,   191S. 

Hon.  Wm.  B.  Ooi.ver. 

CMirman,  Federal  Trade  CommUsion,  WasMngion,  D.  C. 

My  Dkab  Sib. — I  trust  that  you  will  overlook  the  length  to  which  this  letter 
will  probubly  run,  but  ia  order  to  arrive  at  some  UDderstandlng  of  the  atatnt 
of  certain  matters  before  your  commission,  I  think  that  I  should  summarize 
a  few  of  the  more  recent  details.  Also,  further  along  I  shall  hope  to  make  a  snie- 
gestion  covering  the  future  which  will  amplify  somewhat  the  items  of  the 
original  which  I  made  to  the  commission  on  August  14,  last,  and  later  confirmed 
by  letter  to  the  secretary,  dated  August  16,  copy  of  which  for  convenieat  ref- 
erence I  attach  hereto.  The  receipt  of  this  letter  was  acknowledged  by  Mr. 
Bracken  under  date  of  August  21  with  the  statement  that  the  matter  •*wlll  be 
laid  before  the  commission. for  consideration." 

I  think  you  will  recall  the  conference  which  I  had  on  Angast  14  with  your- 
self, Commissioner  Murdock,  Secretary  Bracken,  and  Mr.  Durand,  where  the 
suggestions  and  argument  back  and  forth  were  taken  down  stenograpliicallr 
by  two  of  the  commission's  reporters. 

The  purpose  of  the  conference  was  to  state  to  the  commission  formally  that 
our  managenaent  felt  that  the  summary,  prepared  by  the  Federal  Tracle  Coia- 
mlsslon,  as  a  prollminary  report  on  the  meat  packing  industry,  dated  July  X 
last,  but  which  had  been  released  to  the  press  only  on  August  8,  contained  a 
great  number  of  statements  and  charges  against  The  Cndahy  Packing  Com- 
pany separately,  and  mentioned  with  others,  which  were  wholly  Inacctinte, 
and,  as  we  felt,  unwarranted  and  unfair.  During  the  conference  I  made  the 
suggestion  (and  I  thought  I  had  arrived  at  an  understanding  with  yon)  that 
the  commission  would  take  the  stenographic  report  of  the  points  which  I  raised 
as  illustrative  and  would  pass  this  as  a  memorandum  to  its  sulMrdinates  with 
the  request  that  such  subordinates  produce  the  evidence  (If  any),  upon  wliich 
the  statements  and  ctiarges  were  based.  And  that  then,  when  such  evidenrr 
was  produced  (although  I  prophesied  that  none  was  in  existence),  that  I  be 
given  an  opportunity  to  go  over  it  and  the  charges  with  you  oonunissioDers. 
personally,  with  a  view  to  having  you  understand  onr  situation,  and  if  the  fart* 
justified  it.  to  correct  the  mistatements  and  erroneous  charges. 

Although  putting  into  the  ]:ecord  only  some  six  or  seven  instances  of  such 
(erroneous  charges,  I  stated,  that  I  expected  later  to  have  the  opportunity  to 
demonstrate  to  you  that  practically  every  menlon  of  our  company  and  Its  activi- 
ties in  the  report  was  either  distorted  or  unwarranted,  bnt  that  I  believed  that 
you  commissioners,  personally,  did  not  have  (through  the  great  press  of  matten 
requiring  your  attention)  personal  knowledge  of  all  the  evidence,  and  Uiat 
you  were  not  to  be  blame<l  for  this,  but  that  we  felt  that  you  desired  the  final  re- 
port of  the  commission  to  be  accurate  and  fair  and  that  we  on  onr  side  were 
only  interested  in  trying  to  get  a  report  that  fully  stated  the  truth  aboot  oor 
position  in  the  packing  industry  as  accuraely  and  with  as  little  bias  as  possible. 
In  the  conference,  after  I  had  pointed  out  by  page  to  page  refer^ice  tlie  sam* 
pie  statements  upon  which  I  hoi)ed  I  would  have  the  opportunity  of  baTing  a 
further  hearing  before  you,  other  matters  were  taken  up  by  the  various  con- 
misBioners,  and  in  them  it  developed  that  certain  of  tlie  evidence  upon  wlricli 
apparently  you  relied,  and  which  you  had  examined  personally,  bad  actuallT 
been  tampered  with  by  employees  of  the  commission  after  it  had  left  the  oAcei 
of  our  company. 

As  I  understood  It,  I  was  not  only  entitled  under  your  practice  to  a  copy 
of  the  transcript  of  the  discussion  at  this  conference,  as  taken  down  by  your 
stenographers,  but  I  was  informed  that  It  was  being  taken  down  for  tlie  beoeflt 
of  Gov.  Fort,  who  at  the  time  was  absent  from  Washington,  and  that  it  wa^ 
desired  that  he  should  be  in  possession  of  a  statement  of  what  liad  been  aald 
on  both  sides,  and  that  I  would  be  furnished  with  a  copy. 

Having  hoped  to  receive  the  copy  of  the  transcript  wtille  I  was  still  In  Wailh 
ington.  I  made  several  calls  at  the  commission's  office  with  a  view  to  trying  t* 
secure  it.  Finally,  upon  not  having  received  it,  I  wrote  ttie  letter  to  yovr 
secretary*  to  confirm  my  understanding  of  the  situation.  Furthermore,  I  baw 
all  along  felt  and  still  feel  that  the  suggestions  which  I  made  respecting  yoa 
commissioners'  calling  for  the  evidence  which  would  Justify  the  charges  wMk 
against  us  in  the  particular  cases  cited  by  me  as  iUustrattons,  were  entirely 
fair,  both  to  this  company  and  to  the  commission,  and  were  in  line  witb  lt» 
rules  of  practice  and  with  the  precedents  established  in  other  similar 
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ings.  I  do  not  believe  tliat  you  commiBsloners  desire  to  stand  for  a  policy  under 
which  adverse  criticisms  and  charges  of  criminal  practice  are  put  out  against 
reputable  business  Interests  on  a  record  where,  as  in  the  packers*  situation, 
it  was  officially  stated  that  the  packers  would  not  be  permitted  to  call  witnesses 
of  their  own  or  cross-examine  other  witnesses,  or  where  attorneys  representing 
the  packers  were  not  allowed  to  appear  before  the  commission  to  discuss  in  any 
formal  way  the  evidence  or  alleged  evidence  which  had  been  secured,  and  where, 
still  more,  you  commissioners,  yourselves,  do  not  see  or  examine  all  the  evi- 
dence, but  simply  endeavor  to  check  up  on  certain  of  the  findings  or  memoranda 
prepared  by  subordinates. 

Of  course,  such  masses  of  statements,  business  statistics,  and  other  classes 
of  evidence  were  taken  during  the  investigation,  involving  more  than  a  year, 
from  the  offices  of  the  packing  companies  and  otherwise,  that  no  one  could  be 
fully  informed  as  to  all  of  it.  And,  of  course,  if  only  selected  samples  were 
taken  as  the  basis  of  the  summary  and  those  used  were  written  up  without 
reference  to  other  conflicting  evidence  or  read  in  the  light  of  explanations  as 
to  their  real  meanings  and  the  controlling  surrounding  circumstances,  the  repprt 
could  be  colored  up  so  as  to  present  a  very  false  impression,  and  one  which 
would  not  at  all  be  fair  or  correirt  either  to  the  Industry  or  to  any  or  all  of 
the  five  larger  companies. 

At  the  conference  of  August  14  I  stated  to  you  that  while  representing  The 
<*udahy  Packing  Co.  only,  and  making  you  the  suggestions'  on  its  behalf  'with  a 
view  to  finally  convincing  you  that  the  statements  respecting  it  should  be 
mollified  or  eliminated,  I  did  not  desire,  of  course,  to  have  you  feel  that  I  was 
by  such  argument  taking  any  side  as  regards  the  correctness  of  your  statements 
respecting  any  or  all  of  the  other  packing  companies. 

Since  the  letter  of  August  21  from  your  secretary,  advising  that  my  request 
for  the  trajiscript  and  for  a  further  hearing  was  awaiting  the  consideration  of 
the  commission,  I  have  personally  endeavored  to  follow  up  the  matter  a  number 
of  times,  but  to  this  date  am  not  advised  as  to  whether  the  commission  ex- 
pects to  take  any  favorable  action,  either  on  furnishing  me  the  transcript  or  on 
giving  me  the  opportunity  to  demonstrate  to  you  (as  I  firmly  believe  I  can), 
that  these  charges  are  all  entirely  erroneous  and  are  without  the  support  of  any 
evidence  in  many  cases. 

I  recall  that  on  my  last  trip  to  Washington  I  conferred  with  Secretary 
Bracken  and  Commissioner  Murdock  and  with  yourself  respecting  this  matter, 
and  that  on  the  morning  of  September  19  you  informed  me  that  on  the  after- 
noon of  that  day  you  would  advise  me  as  to  how  this  matter  stood. 

You  were  kind  enough  at  the  luncheon  on  that  day  to  make  the  very  favor- 
able reference  to  myself  as  having  been  one  person  who  had  made  a  claim  to 
the  commission  that  the  statements  contained  in  the  summary  were  incorrect. 
I  left  at  your  office  a  note  expressing  my  appreciation  of  your  frank  statement, 
regretting  that  I  had  found  you  out  at  the  time,  and  asked  that  you  advise  me 
at  my  office  in  Chicago  what  we  might  expect  regarding  favorable  action  by  the 
commission. 

Not  having  heard  from  you  in  response  to  this  memorandum,  I  wired  you  on 
September  25  as  follows: 

**  Will  appreciate  advicre  showing  matter  covereil  recent  Interview  being 
acted  on." 

I  have  had  no  acknowledgment  of  or  response  to  this  message. 

Of  course,  I  understand  that  recently  you  have  been  very  busily  occupied  in 
other  matters,  and  I  have  some  information  respecting  your  appearance  before 
the  Subcommittee  of  the  United  States  Senate  on  Agriculture  and  Forestry 
and  of  the  answers  which  you  gave  last  Saturday  to  certain  questions  respect- 
ing whether  hearings  had  been  allowed  or  granted  to  the  packers  or  any  of 
them,  explaining  how  the  summary  report  had  been  prepared  by  the  commission, 
and  how,  of  course,  you  had  not  been  able  to  personally  examine  all  the  evi- 
dence, but  had  called  upon  your  subordinates  at  the  time  the  report  was  being 
prepared  to  produce  what  evidence  they  might  have  in  respect  to  certain  of 
the  charges  which  were  being  made  and  which  the  commissioners  thought 
ought  to  be  verified.  Some  reference  was  made  to  the  session  which  I  had  had 
with  you  on  August  14,  but  I  regret  to  find  that  It  was  not  amplified  by  you 
and  that  while  you  stated  that  a  discussion  had  come  up  respecting  one  letter 
of  Mr.  Cndahy,  about  which  we  had  talked  in  our  interview  of  August  14,  you 
did  not  advise  the  committee  that  that  letter  was  one  that  had  been  tampered 
with  by  your  employees,  but  you  did  state  that  that  single  letter  seemed  to 
you  to  be  evidence  upon  which  the  charge  made  against  us  might  be  based. 
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t  flo  not,  however,  belU'Vi*  thut  you  ivally  memit  to  put  It  m*  stroDK  as  to  my 
that  tlio  ulnfirle  letter  or  nenteii(*e  should  l)e  selxMi  u|)oii  to  JUHiify  tt  vhiirKe  \%b«-ii 
thi*  entire  reinuiDln^;  file,  und  even  that  letter,  Itself,  properly  understooil, 
4ibsolutely  repudisted  the  clmrKe.  Nor  do  I  think  you  intended  to  Indicate  that 
>onr  pnictice  In  the  comnilsKlou  Involves  the  s4*le<*tion  by  your  subordinate!*  of 
extn^me  c*Hses  nnd  the  entire  liniorlOK  hy  the  coutmlHslonerM,  themselves,  of  tb^ 
renin  Inder  of  the  evidence.  But  that  certs  Inly  Is  the  way  the  ret^*r<l  at  pre*^it 
seems  to  stand. 

Now  I  do  not  wrltt'  thin  letter  to  yf>u  In  any  111  teiu|M'r.  hut  only  in  the  d«idiv 
that  if  It  Im*  posKlble  I  may  arrnn{?e  some  basis  upon  whlrh  the  commlssiuo  wUI. 
if  I  am  able  to  ronvlnoe  you  «*ominisKl oners  as  to  the  (*orrec*tness  of  thinirs  ai«  I 
see  them,  clianxe  your  previous  i*e|)ort.  Or  If  that  Is  not  practicable*  to  at  least 
arrange  that  lM*fore  the  issuance  of  the  seven  fi»rthcomiii|?  volumes,  upon  whl^b 
I  umlerstand  ytai  are  now  at  work,  you  will  look  up  an<]  act  favorably  upon  the 
matter  of  the  transcript,  and  then  irlve  us  further  heuring,  as  outllnetl  by  iw 
Amnist  14.  And  further,  that  as  regards  any  place  where  our  interests  may  U* 
mentioneil  In  the  forthcfiming  volumes,  you  will,  prior  to  their  publication,  givr 
me  the  op|N>rtunity  for  fair  consldt^rathni  of  tlie  matter,  with  a  view  only  ti> 
having  the  truth  stateil  im|wrtially,  fairly,  and  acvurately.  I  do  tiot  lM'Ut*\« 
that  the  truth  can  he  arrived  at  on  nn  ex-pa rte  basis,  and  I  do  think  that  yi»o 
commissicmers  (vrtnlnly  ought  to  Ih*  willing  to  call  for  the  evldenc**  st  the  ba«i« 
of  such  H|)eciflc  charges  and  to  allow  the  tairty  who  Ik  in  lie  churge«i  to  examiiir. 
exrilain  or  repudiate  the  evidence,  or  what  appears  to  b<'  evidence. 

And,  In  conclusion,  I  say  to  you  frankly  thst  I  have  not  the  sllghteMt  douh! 
but  what,  if  you  commissioners  i)ersonally  will  allow  me  the  opportunity  In 
detail  for  going  over  these  matters  with  you,  I  will  be  able  to  satisfy  you  n<4 
only  that  you  have  mlsunderstiKxi  such  evidence  as  you  may  think  yoo  have 
but  that  as  a  matter  of  fact  your  recorti  Is  so  tille<i  wltli  entire  per%*er8loivi. 
false  statements,  sustiiclons,  and  distorted  assumptions  as  to  have  made  a  tnn- 
per%'ersi<m  of  Justice. 

\H  regards  the  matter  which  I  sm  how  suggesting,  amplifying  my  oiigin:i 
suggestion  of  August  14,  and  now  requesting  some  information  as  to  whetb*T 
or  not,  with  n»j«p*»ct  to  the  forth(*omlng  seven  volumes,  we  <*an  not  have  nn 
op|M»rtunity  to  dl^uss  the  stuleiueuts  therein  cfmtalned,  prior  to  their  publl<-a 
lion,  let  nie  suggest  to  you  that  such  a  practice  Is  not  impro|)er  in  anj  m^***, 
tint  as  u  matter  of  fact  Is  admittedly  the  American  way  of  extending  Impartiii* 
conslrlerstion.  IsUh  by  courts  and  before  other  governmental  boards. 

Tiike,  for  example,  the  recent  hearings  of  the  Interstate  i>>mmerce  c*>iiraiiiw 
sloii  in  an  Invest iKntion  In  tht*  mutter  of  private  car  lines  and  their  ownerslui* 
and  oi^eratlon : 

This  was  nn  investigation  begun  by  tliat  commission.  Witnesses  were  hesnl 
and  the  mse  was  publicly  argued  lief  ore  the  (*ommisslon  at  least  twlo*.  Tbefj 
at  the  lust  h<*arlng  the  tentative  report  of  their  examiner  In  charge  of  the  csiv 
was,  in  pnsif  form,  submitted  to  the  various  parties  of  record  and  their  at- 
torneyK  ns  the  basis  for  final  argument.  And  after  such  argument  waa  had.  it 
was  mmtlflcHi  by  the  comndssioners  In  some  respects,  with  the  view  no  dool*' 
of  having  it  as  cimiplete  and  fair  and  correct  as  possible.  We  submit  that  sorli 
a  pHKx'ilure  \h  eminently  fair  in  respeit  to  the  situation  of  The  Cudahy  I*aiH( 
Ing  ("o.  ttefore  your  commission,  and  we  i>elieve  that  we  can  assist  you,  ami  that 
the  commission.  Itself,  can,  by  adopting  such  a  <*<nirs(\  do  itself  a  ctinaldembk 
ser>'Ice  In  the  public  mind. 
Vours.  very  truly, 

Thomas  CaxroH. 

(lDClOMUr«».  1 

Aroi'KT  10.  ISU^ 
I*.    L.   KSArKK?*. 

WanhinptOH.  IK  T. 

I)K%u  Ms.  HuACKKx:  I  find  that  I  must  leave  Washington  for  the  W^(«  mod 
yim  advlse«l  me  that  the  traiiM*rIpt  of  the  session  which  we  itM^eotly  had  wltb 
rcMpei-t  to  the  (^idahy  Tacking  To.  has  not  yet  lM>en  pre|Mrefl.  Please  let  Um 
lett«T  s«»r\r  as  m  meniorniidnm.  r<inflnnliig  the  request  and  onderstandliu;  wWrh 
I  had.  to  the  elTiH-f  thnt  I  would  U*  fnrni«b«Hl  wllth  a  copy. 

You  win  riN^Mll  that  my  prhicifml  request  was  that  the  commiasloBera  thf«» 
*i«!v#^  M«*n'rtMln   from   your  re<vipds  what,  If  any  evidence  they   have  ufina 
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which  to  justly  many  of  the  statements  and  pharges  made,  and  particularly 
those  sample  points  to  which  I  called  your  attention.  It  was  understood  that 
the  memorandum  would  be  used  for  the  purpose  of  locating  such  evidence  and 
that  later  I  would  be  notified  and  would  be  given  an  opportunity  to  go  over 
this  with  the  commission,  and  in  the  event  that  they  agreed  with  me  Uiat  we 
had  some  fair  complaint  to  make,  it  would  then  result  in  my  being  given  an 
opportunity  to  have  similar  treatment  extended  so  as  to  covet*  the  large  number 
of  other  points  where  similarly  our  interests  do  not,  .to  us,  at  least,  seem  to 
have  been  given  accurate  or  fair  consideration. 

Believing  that  I  was  to  readily  be  furnished  with  a  copy  of  this  transcript  I 
took  no  memorandum  of  the  points  suggested,  and  if  I  can  have  a  copy  at  your 
early  convenience  it  will  assist  me  in  checking  up  things  so  that  upon  a  further 
occasion,  if  the  opportunity  is  granted,  I  will  be  fully  posted. 
Yours,  truly, 

Thos.  Obbioh. 

Inclosure. 

PeDEBAL  TbAOE  Ck)MliIS8SI0N, 

Washington,  August  21,  1918. 
LLB-J 
Mr.  Thomak  Cbetoh, 

Counsel,  The  Cudahy  Packing  Co., 

Ill  West  Monroe  Street,  Chicago,  111. 

Dbab  8ib:  Your  letter  of  August  16  with  reference  to  securing  copy  of 
transcript  of  your  statements  to  the  commission  has  been  received  and  will  be 
laid  before  the  commission  for  consideration. 
Very  truly,  yours, 

Ij.  li.  Bracken, 

Secretary. 

Fkdebal  Tbade  Commission, 

Office  of  the  Chaibman, 

Washington,  October  10,  1918. 

Dkab  Sib  :  Replying  to  your  letter  of  October  2d : 

In  view  of  the  length  of  your  communication  an<l  the  number  of  subjects 
touched  upon.  It  will  be  replied  to  by  paragraph.  You  doubtless  have  a  copy 
of  your  letter  of  October  2d,  before  you. 

(1)  The  length  of  the  letter  is  overlooked.  The  correspondencte  with  Mr. 
Bracken  is  accurately  cite<l.  Mr.  Bracken  has  laid  your  letter  of  August  14 
last  before  the  commission. 

(2)  Your  visit  to  the  office  of  the  commission  on  August  is  recalled. 

(8)  Your  interiiretation  of  the  purpose  of  your  visit  is  accepted.  The  data 
covering  points  raised  by  you  was  dire<.*ted  to  be  assembleil  and  <*onsldered  by 
the  commission.  In  case  the  commission  desires  your  assistan(!e  in  further 
examination  of  that  data,  you  will  be  advised. 

(4)  Your  statement  as  to  your  expectations  Is  aocepte«l.  Your  statement  as 
to  your  belief  as  to  the  degree  of  knowledge  and  share  of  blame  with  respect 
to  the  commissioners  is  not  accepted.  The  last  sentence  of  this  paragraph  Is 
Inaccurate  and  your  inference  is  not  warranted. 

(5)  Your  understanding  as  to  "practice"  is  entirely  faulty.  The  record 
was  taken  for  the  use  of  Gov.  Fort,  who  was  absent,  and  the  rest  of  the  com- 
mission. It  was  not  said  you  would  be  supplie<l  with  a  transcript.  You  will 
not  be  so  furnished. 

(6)  Your  several  visit.s  to  the  offices  of  the  commission  are  correctly  stated. 
The  purpose  of  your  letter  was  doubtless  to  coiiftrm  your  understanding.  It 
did  not  and  does  not  do  so.  Your  suggestions  were  not  "  in  line  with  its  (the 
commission's)  rules  of  practice."  There  were  no  pre<*edents.  What  you  do  not 
l>eUeve  is  not  material.  Your  statement  of  the  commissioner's  metlnnls  of  work 
are  inaccurate  and  immaterial. 

(7)  Of  course,  your  effort  to  build  up  a  rei-ord  by  tlie  use  of  this  paragraph 
requires  no  attention. 

(8)  A  correct  statement. 

(9)  You  have  personally  followed  the  matter  up;  you  have  not  lM»cn  advi.sed 
of  the  commission's  desire. 

(10)  Your  statement  of  what  you  recall  is  accepted. 
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(11)  Inaccurate;  you  were  referred  to  as  the  one  person;  your  note 
left,  as  stated. 

(12)  Correct. 

(13)  Ck)rrect. 

(14)  Your  attempted  epitome  of  Mr.  Colver's  testimony  Is  generally  Inarm- 
rate  and  especially  and  utterly  Inaccurate  as  to  a  reference  to  any  one  letter 

(15)  What  you  do  not  believe  Is  again  Immaterial.  Your  paragraph  la  » 
negative  misstatement ;  the  record  does  not  stand  as  you  say. 

(16)  If  and  when  the  commission  desires  to  hear  further  from  you,  ymi  nil! 
be  advised.    What  you  say  you  believe  or  think  is  Immaterial. 

(17)  Your  doubt  or  lack  of  doubt  Is  immaterial. 

(18)  The  commission  will  perform  Its  task  in  the  way  it  bellereii  it  can 
best  discharge  Its  obligation. 

(19)  Why  take  disslniilnr  procee<lings  for  the  punwiso  <»f  (Mimpnrlson? 

(20)  This  commission  will  follow  Its  own  practice;  your  proffered  tis««lM- 
ance  Is  fully  appreciated. 

By  direction  of  the  commission. 

Yours,  very  truly,  William  B.  Coia-er, 

Chainn4in, 
Thomas  Creigh,  Esq.. 

General  Attorney,  Legal  Department , 

The  Cudahp  Packing  Co., 

Ill  West  Monroe  Street, 

ChienfHK  HL 

Federal  Trade  Commission, 

Office  of  the  Chairman, 

Washington,  October  JO,  J9tS. 

Dear  Sir  :  Replying  to  your  letter  of  October  2.  In  view  of  the  length  of  year 
communication  and  the  number  of  subjects  touched  upon,  it  will  be  repIM  tn 
by  paragraph.  You  doubtless  have  a  copy  of  your  letter  of  October  2  beforv 
you. 

1.  The  length  of  the  letter  Is  overlooked.  The  correspondence  with  Mr 
Bracken  is  accurately  cited.  Mr.  Bracken  has  laid  your  letter  of  August  14 
last  before  the  commission. 

2.  Your  visit  to  the  office  of  the  Qommlssion  on  August  14  is  recalled. 

8.  Your  Interpretation  of  the  purpose  of  your  visit  is  accepted.  The  data 
covering  points  raised  by  you  was  directed  to  be  assembled  and  considered  by 
the  commission.  In  case  the  commission  desires  your  assistance  in  farther 
examination  of  that  data  you  will  be  advised. 

4.  Your  statement  as  to  your  expectations  is  accepted.  Yonr  statement  a« 
to  your  belief  as  to  the  degree  of  knowledge  and  share  of  blame  with  respetn 
to  the  commissioners  Is  not  accepted.  The  last  sent^ice  of  this  paragraph  Is 
inaccurate  and  your  inference  is  not  warranted. 

5.  Your  understanding  as  to  "practice"  is  entirely  faulty.  The  record  wa« 
taken  for  the  use  of  Gov.  Fort,  who  was  absent,  and  the  rest  of  the  commlii* 
sion.  It  was  not  said  you  would  be  supplied  with  a  transcript.  Yon  wUI  d«4 
be  so  furnished. 

6.  Your  several  visits  to  the  office  of  the  commission  are  correctly  stated 
The  purpose  of  your  letter  was  doubtless  to  confirm  your  understanding.  Ii 
did  not  and  does  not  do  so.  Your  suggestions  were  not  *'  In  line  with  Its  <thr 
commisslou's)  rules  of  practice.**  There  were  no  precedents.  What  yoo  do  not 
believe  is  not  material.  Your  statement  of  the  commissioners'  methods  of  work 
are  Inaccurate  and  Immaterial. 

7.  Of  course  your  effort  to  build  up  a  record  by  the  use  of  this  paragraph 
requires  no  attention. 

8.  A  tHjrrect  statement. 

9.  You  have  personally  followed  the  matter  up;  you  have  not  been  advtaed 
of  the  commission's  desire. 

10.  Your  statement  of  what  you  recall  Is  accepted. 

11.  Inaccurate :  you  were  referred  to  as  the  one  person ;  yonr  note  was  left 
as  stated. 

12.  Correct. 
18.  Correct 

14.  Your  attempted  epitome  of  Mr.  Colver*s  testimony  Is  generally  Inaerorate 
and  especially  and  utterly  Inaccurate  as  to  a  reference  to  any  one  tetter. 
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15.  What  yoii  do  not  believe  is,  ascain,  immaterial.    Your  paragraph  Is  a 
negative  misstatement ;  the  record  does  not  stand  as  you  say. 

16.  If  and  when  the  conmiission  desires  to  hear  further  from  you,  you  will 
be  advise<l.    Wlmt  you  say  you  believe  or  think  Is  Immaterial. 

17.  Your  doubt  or  lack  of  doubt  is  immaterial. 

18.  The  commission  will  perform  its  task  in  the  way  it  believes  it  can  best 
discharge  its  obligation. 

19.  Why  take  <lissimilar  proceeding  for  the  purpose  of  comparison? 

20.  This  commission  will  follow  Its  own .  practice ;  your  proffered  assistance 
fs  fully  appreciated. 

By  direction  of  the  Commission. 
Yours,  very  truly, 

William  B.  Colver,  Chairman. 
Thomas  Cbetoh,  Esq.. 

General  Attorney,  Legal  Department, 
The  Cu'daihy  Packing  Co., 
Ill  Went  Monroe  Street,  Chicago,  III, 


EXHIBIT  B. 

EXTRACTS  FRO^r  STATEMENT  OF  CHAIRMAN  Wn.LTAM  B.  COLVER,  OF  THE  FEDERAf. 
ISADB  COMMISSION,  SATURDAY,  SEPTEMBER  29,  1918,  BEFORE  THE  SUBCOMMITTEE 
ON  AGRICULTURE  OF  THE  U.   S.   SENATE. 

Senator  Oronna.  All  these  things  that  we  are  holding  here  are  a  detriment 
to  the  producer,  and  I  think  it  is  about  time  we  ought  to  get  together  with  the 
packers — not  for  us  to  make  statements,  and  then  for  them  to  make  their 
stfitements  again,  and  I  want  to  ask  you  this  question :  Has  the  Federal  Trade 
Commission  had  any  conference  with  the  packers,  or  did  you  have  a  confer- 
ence with  the  packers  before  you  made  this  report,  giving  them  a  chance  to  ex- 
plain, if  there  was  anV  mistake  in  the  reports?  Of  course,  yon  can  answer  that 
in  your  own  way. 

Commissioner  Colver.  Yes ;  we  had  conferences  with  them  before  the  investi- 
gation was  begun,  had  conferences  with  their  attorneys  during  the  investiga- 
tion, and  have  had  conferences,  especially  with  Mr.  Armour,  who  Is  some- 
what of  a  spokesman.  Immediately  before  the  publication  of  the  report — 
conferences  that  were,  I  assume,  completely  full,  that  is,  long,  because  he 
terminated  them,  not  we. 

Senator  Gronna.  And  that  was  all  before  the  commission? 

Commissioner  Colver.  Yes. 

Senator  Gronna.  I  assume  that  the  commission  themselves  had  the  report. 

Commissioner  Colver.  We  do  not  do  business  separately;  we  do  business 
ns  a  commission. 

*  ^  '       «  *  «  •  • 

Senator  Norris.  Mr.  Colver,  If  you  are  through  with  that,  I  want  to  ask 
you  three  questions  that  were  given  to  me  by  Senator  Sherman,  of  Illinois, 
who  could  not  be  here,  and  he  asked  me  if  I  would  not  ask  them  for  him ;  and 
so  I  am  asking  them. 

Mr.  Colver.  I  wish  he  would  come  and  ask  them  personally. 

Senator  Norris.  Number  1  is  as  follows :  "  Whether  the  packers  have  ever 
had  a  hearing  or  have  been  offered  a  hearing  in  the  investigation  of  the  meat 
industry? — and  I  am  reading  from  his  memorandum.  And  then  In  brackets — 
I  presume  this  Is  supplementary — "The  packers  never  have  been  offered  a 
hearing,  and,  as  a  matter  of  fact,  the  official  transcript  of  the  testimony 
taken  shows  that  Mr.  Heney  in  an  early  hearing  announced  that  the  hear- 
ings were  ex  parte  Jind  that  no  one  would  be  pennltted  to  cross-examine  wit- 
nesses or  produce  his  own  witnesses."      Have  you  anything  to  say  in  regard 

to  that? 

Commissioner  Colver.  I  think,  perhaps,  I  answered  the  question  a  few  mo- 
ments ago,  in  response  to  yourself.  There  was  one  kind  of  a  hearing  that 
they  never  got;  that  is  the  hearing  which  carries  with  it  immunity;  that  Is 
the  kind  of  a  hearing  that  was  extremely  desired. 

Senator  Norris.  I  will  read  the  second  question:  "Whether  the  commis- 
sioners or  any  of  them  have  personally  read  or  examined  all  of  the  evidence 
taken  in  their  Investigation  before  the  publication  of  the  summary  of  their 
report  condemning  the  packers  of  monopolizing  and  profiteering?"    And  then 
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follows  the  statement,  again  In  brackets:  ** Cominisslon  Ck>lver  hat  InfonnaUy 
admitted  that  he  and  no  other  member  of  the  commission  has  read  any  bm 
the  few  isolated  letters  of  the  teHtiniony  taken  before  the  publlcatloa  of  the 
summary  of  the  report,  so  that  if  his  answer  should  bo  *  Yea  *  or  any  othfr 
answer  than  an  ab$:olute  *  No/  he  could  be  asked  how  much  bt*  has  re«d  sad 
what."    Will  you  answer  that  question? 

Commissioner  Couicb.  You  have  spoiled  the  trap.  Senator.  I>id  he  say  1 
said  that,  too? 

Senator  Norbis  ( reading).  " Ooninilssloner  Colver  lias  Informally  admitted 
tliat  he  and  no  other  member  of  the  commission  had  read  any  but  the  fev 
laolated  letters** — I  am  assuming  he  Is  asking  those  questions  in  good  faith. 

Commissioner  Colveb.  So  am  I.  I  thought  you  said  he  carried  a  naoM. 
1  do  not  hear  very  well. 

Senator  Nobris.  It  says:  *' Commissioner  Colver  has  informally  admitted 
that  he  and  no  other  member  of  the  commission  has  read  any  bnt  the  fev 
Isolated  letters  of  the  testimony  taken  before  the  publication  of  the  aummarT 
of  the  report** 

Commissioner  Colveb.  Well,  I  guess  that  is  from  the  brain  of  Tom  Crelgli 
That  is  the  old  question,  *'  Will  you  stop  beating  your  wife?  *'  Yon  wmnt  loe 
to  answer  that  **  No.**  No,  I  do  not  suppose  any  of  the  commiaslonera  haiv 
read  all  of  the  documents  that  are  there  in  the  commission  or  all  of  the  testi- 
mony that  has  been  taken:  I  do  think  that  each  of  the  commisalonerB  havt* 
read  a  very  great  deal,  and  the  combined  reading  of  all  of  the  oommlMlcMier^ 
would  be  a  very,  very  great  deal:  besides  having  presided  at  the  hcarinc 
besides  talking  with  the  people. 

Senator  Nobbis.  The  next  question  is :  **  Who  prepared  the  report  that  ih^ 
commissioner  signed?** 

Commissioner  Colvkb.  Well,  now,  let  us  see.  Define  exactly  what  you  mnm 
by  "prepared  ** — that  is  to  say,  who  wrote  the  final  draft? 

Senator  Nobbis,  I  judge  that  is  what  it  means. 

Commissioner  Colveb.  Yes. 

Senator  Nobris.  He  siiys  here  in  brackets  again:  '*Tbe  summary  of  tlie  rr- 
port  was  publisheil  befor(>  tin'  testimony  war  read  by  the  commlssloneni  and 
summary  In  efre<*t  condemns  the  packers  so  that  the  commissioners  as  a  mat- 
ter of  fact  have  condemned  the  imckers  l>efore  they  have  read  the  evldciMT 
upon  which  their  judgment  should  have  been  based.*' 

Commissioner  Col\-kb.  Oh.  that  makes  it  very  easy  to  answer.  The  inini 
mary  rei>ort  Is  in  two  parts.  The  first  part  is  the  letter  of  transmittal^  a 
letter  addressed  to  the  President :  the  second  part  is  a  summarlxatloa  of  tlw 
evidence  itself.  The  first  part  was  written  in  part  by  myself.  In  part  by  Cmi> 
missdoner  Murdook,  and  In  part  by  Commissioner  Fort — and  no  other  haot! 
touched  It  The  summary  of  the  evidence  was  written  first  by  three  or  four 
members  of  the  staff  writing  different  parts  of  it  It  was  not  all — no,  I  cbd 
n<»t  say,  **  not  at  all  ** — it  was  the  same  form  when  it  was  flmt  written  a» 
when  It  was  printed.  In  that  It  was  shortenetl  a  great  deal  and  made  briefer 

Senator  Nobbis.  By  members  of  the  (commission? 

(Commissioner  (Vilver.  Hy  members  of  the  staff,  not  of  the  commission.  What 
you  might  call  the  rough  notes,  or  the  tentative  drafts  of  various  parts  of  tb^ 
8ummar>%  were  drawn  by  different  iueml>ers  of  the  staff.  In  coiisultatloii,  an4 
with  their  subordinates  as  to  the  particular  subject  on  which  they  were  wrltlns 
their  summary.  That  rough  draft  then  came  before  the  three  oommlaalgDers  - 
the  three  t'ommlssl oners  then  being  the  full  board.  It  was  gone  owr  astiteDi^ 
by  sentence  and  word  by  word,  and  the  supporting  material  was  stood  by  an*l 
was  called  for  and  presented  when  any  question  of  what  we  call  verifying  ««r 
clie>cklng  up  si»(>med  to  be  indicated.  So  that  the  summary,  as  finally  puhllshr^L 
ronslHted  of  typewritten  aheets  and  typewritten  pages,  some  of  which  had  be<Hi 
re^Tltten  and  re(*ast  a  number  of  tlmf*s,  and  all  of  which  were  Interlined  In  thi* 
handwriting  of  Mr.  Munlock,  Gov.  Fort  or  myself  or  of  Mr.  Dttrand.  «b»- 
often  helped  as  a  mirt  of  amanuensis  In  the  making  of  the  editorial  chanpei*^ 
lh«  verbal  changes,  in  hunting  out  and  bringing  to  us  the  document «  f**r 
TeHfication. 

Senator  Nobbir.  Th(»se  are  all  the  questions  that  Senator  Sheruian  scultmlttf*' 
If  thst  U  sli  you  hnve  to  say  on  that  qneslon.  I  wnnt  to  ask  you  iin«»clier  ooi* 

ComniisNioner  Coiaiol  The  form  of  the  question  suggests  to  me  a  convencatt* ' 
between  Mr.  Murd«M*k.  (Jov.  Fort.  I  think — but  I  am  not  sure  of  that — •i^* 
myt^lf,  with  Mr.  Tom  (Vc^iuh.  of  the  fudahy  t*o.,  in  which  If  was  sul<l  InfMrr. 
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• 

all^-,  or  doubtless  by  myself,  with  reference  to  a  certain  file  of  letters  written 
by  Cudahy — ^that  we  had  not  read  them  or  that  I  had  not  read  them  all,  and 
Crelgh  said,  "  Will  you  read  them  all?  "  And  I  think  I  6ald  I  would.  I  had 
read  those  letters  which  are  essential  and  which  bore  out  the  statments  which 
we  had  made  on  the  subject  to  which  the  letter  ran.  and  Mr.  Creigh  asked  if 
I  had  read  the  entire  file  of  that  correspondence.  I  had  not.  but  I  ju(l{?e  I  had 
read  that  part  of  the  file  of  correspondence  which  ran  with  the  thing  which 
we  had  put  in  the  summary,  but  I  did  make  that  statement  informally  or 
formally  or  any  other  way  that  I  had  not  read  all  of  Cudahy*s  letters — ^mean- 
ing that  I  read  all  of  the  letters  on  that  particular  subject,  but  not  on  all. 

Senator  Nobbis.  Mr.  Golver,  as  I  understand,  when  the  witnesses  are  placed  on 
the  stand  representing  the  chamber  of  commerce  they  do  not  deny  the  truth  of 
any  of  the  findings  that  the  Federal  Trade  Commission  made  In  the  meat  pack-* 
Ing  Investigation.  They  neither  deny  them  nor  support  them,  but  they  base 
their  criticism  and  their  objection  entirely  to  the  procedure,  as  they  claim,  of 
the  commission  and  to  the  language  used.  Have  you  anything  further  to  say 
than  you  have  already  said  in  regard  to  that  subject  summing  it  up,  as  to  the 
procedure  of  the  commission  and  the  methods  that  you  pursued  in  arriving  at 
your  conclusions? 

Commissioner  Colver.  No  ;  the  procedure  was  one  of  the  orderliness,  careful- 
ness. It  proceeded  for  a  long  time  by  way — in  the  first  place,  it  started  off  by 
having  a  meeting  with  the  packers  In  Chicago,  setting  out  what  was  about  to 
be  done,  which  was  later  put  in  the  form  of  a  letter  addressed  to  them,  in  which 
they  were  asked  certain  specific  questions,  and  then  were  asked  in  conclusion 
not  to  be  limited  by  the  questions,  but  to  answer  and  make  any  observation  of 
any  sort  or  any  suggestion  of  any  sort  that  they  might  have  in  their  minds  on 
this  subject ;  to  which  three  out  of  five  of  the  packers  responded — ^Armour  and 
Wilson  did  not  respond ;  Cudahy,  Swift,  and  Morris  did. 

Then  searches  were  made  of  available  data,  public  documents,  court  record, 
printed  material  published  by  the  packers  themselves,  financial  statements  and 
that  sort  of  thing,  banking  information,  investing  information;  and  In  collab- 
oration with  the  Department  of  Agriculture,  the  physical  aspects  of  this  prob« 
lem  were  studied.  The 'whole  inquiry  was  broken  up  Into  what  we  thought 
to  be  logical  and  orderly  divisions  and  subdivisions  and  groups,  capable  men, 
intelligent  men,  loyal  and  patriotic  men  and  good  public  servants  were  given 
charge  of  these  various  aspects,  and  so  we  proceeded  for  some  time.  And  then 
when  we  found  that  the  road  was  blocked,  we  had  to  go  through.  You  had 
ordered  us  to  go  through  and  the  President  had  ordered  us  to  go  through,  and 
we  went. 

ExHisn^  C. 


Extracts  from  the  Congressional  Record  Thursday,  October  S,  1918 : 

'*  Mr.  Gbonna.  This  is  a  veiT  Important  matter,  and  I  should  like  to  ask  the 
Senator  from  Utah,  in  all  seriousness,  if  he  states  to  this  body  that  he  has  In 
his  possession  either  letters  or  documents  from  the  packers  denying  the  truth 
of  that  report  and  saying  that  It  Is  not  correct? 

"  Mr.  Smoot.  Mr.  President,  I  Intend  to  put  this  report  into  the  Record  Just 
exactly  as  It  Is  presented  to  me,  and  I  ask  the  Senator  then  to  read  the  report 

**  Mr.  Gbonna.  I  make  this  Inquiry  in  all  seriousness,  because  I  think  It  is  a 
matter  that  concerns  the  entire  country.  I  will  say  for  the  benefit  of  the  Sena- 
tor from  Utah,  as  a  member  of  the  Agriculture  Committee,  having  taken  con- 
siderable pains  to  ascertain  the  truth,  and  having  an  open  mind  on  the  question, 
that  at  no  time  have  the  packers  denied  the  correctness  of  the  report,  so  far  as 
the  committee  knows. 

"  Mr.  Smoot.  Mr.  President,  I  have  nothing  further  to  say  than  this :  I  have 
the  report  here,  and  as  a  part  of  my  remarks  I  ask  that  it  be  printed  in  the 
Record  and  I  ask  the  Senator  from  North  Dakota  to  read  It,  as  well  as  the 
other  members  of  the  Agriculture-  Committee. 


«• 


It  is  a  report  prepared  by  the  representatives  of  the  meat  packing  Industry 
of  this  country.  I  want  It  to  go  Into  the  Record,  and  I  want  every  Senator  to 
read  it,  and  to  see  the  explanations  on  some  of  the  criticisms  that  are  made 
against  the  packers  for  carrying  out  the  instructions  that  were  given  to  them  by 
the  Food  Administration." 

Memorandum. — The  document  referred  to  above  Is  not  the  memorandum 
(Exhibit  E)  following. 
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SzumT  D. 

October  4,  1918. 
Hon.  AsLB  J.  Gbonna, 

United  States  Senate,  Washington,  />.  C. 

Mt  Deab  Senatob  :  Upon  examining  the  transcript  of  the  statement  of  Com- 
mlSBloner  Colver,  of  the  Federal  Trade  Oommlsslon,  before  the  subcommittee 
of  the  Senate  on  Agriculture  in  a  hearing  on  the  Government  control  of  the  meat 
packing  industry,  Saturday,  September  28,  we  note  with  much  interest  a  ques- 
tion asked  by  yourself  as  to  whether  or  not  the  Federal  Trade  Gommi8aton  had 
any  conference  with  the  packers  before  they  made  their  recent  report  (which 
they  designated  the  summary),  giving  them  a  chance  to  explain  if  there  was 
any  mistake  in  the  report  Tour  question  certainly  went  to  the  very  heart  of 
the  thing,  and,  if  it  had  been  answered  completely  by  Mr.  Golver,  would  have 
demonstrate<l  to  you  Senators  and  to  the  country  at  large  how  entirely  Maaed 
and  unfair  the  report  and  the  procedure  preceding  it  really  was,  and  bow  the 
charges  and  statements  contained  in  it  are  thereby  entirely  lacking  In  credit 
Superficially,  or  to  anyone  who  is  not  thoroughly  familiar  with  all  the  details 
of  this  extensive  investigation,  the  commissioner's  answer  may  have  the  appear- 
ance of  covering  your  question.  But  no  one  understanding  the  sltuattoo  folly 
or  looking  carefully  at  the  words  which  the  commissioner  used  and  the  thought 
which  he  expressed  can  find  in  it  anything  other  than  an  admission  that  no 
hearing,  in  the  sense  that  anyone  would  use  the  word,  hap  ever  been  hail.  Th^ 
commissioner's  answer  to  you  was  as  follows: 

'^ Ck»mmissioner  Colvkb.  Yes;  we  had  conferences  with  them  before  the  \n\vt^ 
tigation  was  begun,  had  conferences  with  their  attorneys  during  the  Investiga- 
tion, and  have  had  conferences,  especially  with  Mr.  Armour,  who  is  somewhat 
of  a  spokesman.  Immediately  before  the  publication  of  the  report— confereiKvs 
that  were,  I  assume,  completely  full ;  that  is,  long,  because  ho  termed  I  termi- 
nated?) them,  not  we.*' 

It  Is  perfectly  obvious  that  under  no  circumstances  could  anything  whiHi 
the  coniniissioner  sttitefl  in  that  answer  be  deemed  to  be  a  hearing.  ObvfcmM.T 
the  report  itself  was  not  presente<l  to  any  party  at  the  time  of  any  such  cm*- 
ference  or  interview,  nor  was  the  evidence,  upon  which  the  refwrt  may  lMi%e 
been  based,  shown  to  anyone  representing  any  iiecker,  submitted  to  him  for  an- 
swer, comment .  explanation  or  rebuttal. 

I  do  not  suppose  that  it  would  be  inferred  by  anyone  that  Mr.  Armoor  for 
example  was  s|)eaking  for  anyone  other  than  for  himself  or  for  the  compaiiT 
In  which  he  has  an  interest  So  far  as  this  company  and  our  people  are  coo- 
f'crncfl  we  know  nothing  of  his  having  had  a  conference,  and  he  certainly  did 
not  represent  us. 

On  August  14,  .S4)mething  like  a  week  after  the  summary  was  Issued,  th^ 
writer  had  a  <Hmf erence  with  the  commission,  and  at  that  time  states  I  to  them 
that  practlcsilly  every  mention  in  the  report  of  our  coni|Miny  or  its  interests  «.*» 
fals<%  without  foumlation,  or  entirely  <listurte<l.  With  the  stenographers  •»' 
the  commission  present  a  ref*ord  was  made  of  this  conference,  at  whidi  time  I 
not  only  made  th€»  alnne  charges,  but  thimght  I  had  an  understanding.  arrl»«i 
at  with  the  coniiiilK*<{fm.  under  which  the  commission  would  pass  the  nH^*n! 
of  the  conference*  to  Its  sul>ordi nates,  asking  them  to  produce  what.  If  an^. 
evlil4»nce  the  coninilHslon  had  to  supis)rt  certain  charges  which  1  specified  I 
proplH'siiMl  that  the  commission  had  no  evidence  upon  which  to  base  them  I 
siigct^stifl  then,  and  T  thought  It  was  fair  and  within  the  commission's  pr»« 
ti(v.  that  when  the  evidence^  If  any  was  prtMluce^l.  1  shonhl  have  a  further 
hcjiritig  u|MMi  whirh  wv  could  take  up  additional  Items  in  the  repf>rt  %vhl'  '• 
were  equally,  in  my  opinion,  unfair  and  without  foundation. 

< 'oust jin fly.   nml   siniv   Anirust    14.  hy   persimal   Interview   and   otberwiM-,    I 
have  end«mv'triMl  to  get  the  c«»nmiis.sloncrs  to  follow  up  this  suirge«tloci  to  t:s^^ 
Us  an  opiMirt unity  t<»  satisfy  thcui  of  the  sincerity  and  corre<'tne*>»  of  our  f*< 
tion.  hut  without  itvtill  tu  dsite;  iiIthou;:h  I  still  think  that  there  is  a  |Missn>il'rj 
that  we  n»:iy  he  >;iven  surh  fair  treiitnieiif 

On  the  (M'caoion  <»f  the  noonrlny  luncheon  of  the  Peoples  Fnnim  in  Washlngt«<i 
on  Se|»t»MiilM*r  1J>.  t'oininissinner  (Vilver  was  Iciiid  enough  to  nuike  nienih  n  »•' 
the  wrlt<'r  and  of  his  confidence  in  him.  cimple«i  with  the  stat<«ment  tliat  I  had 
lMM*n  at  least  (»ne  pervou  who  had  frankly  come  to  the  c^ommlsslon  and  bad  cno 
plainiHl  to  it  re>pe<*ilntf  the  <*ornH*tn«»Ks  of  the  commission's  summary. 

It  Is  liitepe«ting  to  n<»te  that  at  the  same  session  of  the  subcommittee  on  Ar^ 
«*iilturi*.  at  wliii'h  yoti  a^kiHl  your  question.  later  on  In  the  same  transrripc  of 
tt*«»tliiiony  there  iip|MMir  iN»rtaln  answers  hy  Commissioner  Colver  to 
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f^ubmitted  by  Senator  Sherman  with  explanatory  memoranda,  and  later  on 
Ck>mmissioner  Colver  suggests  the  interview  with  myself,  to  which  I  have  just 
previously  referred.  I  trust  that  you  were  present  through  the  entire  session 
and  that  you  heard  thase  answers  and  statements  and  applied  them  also  in 
their  full  significance  to  the  clearing  up  of  wliatever  doubt  there  may  have 
been  in  your  mind  as  to  whether  or  not  this  proceeding  against  the  packers  and 
the  commission's  summary  had  any  aspect  of  being  fair,  authoritative  or  of 
being  an  accurate  result  arrived  at  by  the  use  of  ordinary  American  methods.  . 

I  wa^  much  interested  in  reading  the  other  day  in  the  October  Everybody's 
the  article  of  the  Hon.  Brand  Whitlock's  series  where  he  described  the  methods 
of  the  German  military  courts  in  Belgium.  Have  you  read  the  article?  I  think 
that  practically  everything  that  he  suggests  there  as  leading  to  entirely  un- 
warranted results  could  fairly  be  checked  up  as  having  occurred  in  almost  ex- 
actly parallel  fashion  in  this  recent  proceeding  of  the  Federal  Trade  Com- 
mission. I  certainly  .would  be  very  much  pleased  some  time  in  the  future,  at 
your  entire. convenience,  if  you  are  interested  in  knowing  some  of  the  details, 
particularly  as  they  affect  our  company,  in  having  the  opportunity  to  go  over 
them  with  you. 

As  matters  with  us  now  stand,  we  have  recently  tiled  with  the  commission 
what  is  in  effect  a  protest  against  the  publication  of  what  we  understand  are 
the  forthcoming  seven  volumes  of  additional  reports,  without  our  having  the 
chance  to'  discuss  the  evidence  with  them,  and  we  are  reiterating  and  amplify- 
ing the  request  made  on  August  14,  that  we  be  granted  such  an  opportunity  for 
a  hearing,  not  only  as  regards  the  statements  contained  in  the  summary,  but 
whatever  may  be  contained  in  the  other  reports  as  regards  us  and  our  activi- 
ties. 

We  have,  of  course,  no  other  desire  then  that  a  complete  statement  be  made, 
setting  out  the  truth.  And  this  letter  is  written  to  you  not  at  all  In  the  spirit 
of  charging  the  commission  with  bad  faith,  but  simply  to  register  the  facts 
and  our  belief  that  the  methods  as  used  and  the  report  as  thus  far  published, 
have  certainly  not  been  such  as  to  produce  results  which  are  accurate  and  fair. 
Yours,  very  truly. 

The  Ct^DAHY  PACKixn   Co., 
Thos.  Cketgh,  General  Attorney, 

P.  S. — Not  knowing  whether  you  have  available  to  you  the  stenographic  copy 
of  the  subcommittee's  hearing,  I  am  Inclosing  a  transcript  of  the  portion  in- 
volving the  statements  respecting  my  Interview  with  the  commission,  which 
I  have  above  referred  to,  and  hope  that  you  are  Interested  in  and  will  read 
closely  the  answers  and  statements  made  by  the  commissioner.  I  think  -you 
will  be  satisfied  that  not  only  has  no  hearing  ever  been  allowed,  but  that  the 
report- is  made  upon  hearsay  and  fragments  taken  haphazard  out  of  a  very  large 
mass  of  material^  and  do  not  at  all  involve  any  such  general  Judgment  as  yon 
would  expect  a  court  or  a  quasi-Judicial  or  administrative  body  to  use  In  an 
Impartial  Investigation  or  report. 


Exhibit  E. 

memobandum  begakoino  certain  interviews  with  the  n<:i>eral  trade  com- 
mission on  behalf  of  cudaht  packing  co.  growing  out  of  the  publication 
of  the  summary  of  theib  report  after  its  reijlvse  by  the  president. 

This  memorandum  is  made  on  Friday,  August  16,  1918,  and  is  intended  to 
cover  certain  matters  which  have  taken  place  during  this  week. 

On  Tuesday  I  had  a  short  conference  with  Secretary  Bracken,  of  the  Trade 
Commission,  and  at  that  time  stated  to  him  that  there  were  a  large  number 
of  items  in  the  summary  of  the  report  as  published  by  the  commission  where 
the  Cudahy  Packing  Co.  had  been  mentioned  as  to  which  I  thought  the  com- 
missioners undoubtedly  must  have  some  misapprehension  as  regards  the  facts, 
else  the  statements  could  not  have  been  made.  I  advise<l  that  we  felt  that  the 
commission  certainly  desired  to  be  accurate  and  fair  in  its  conclusions  or  state- 
ments, and  stated  that  T  did  not  desire  to  see  any  one  of  the  commissioners 
personally  at  that  time,  nor  did  I  wish  to  have  my  visit  regarded  in  the  nature 
of  a  general  protest  at  the  publication  of  their  reijort,  but  that  I  ^vould  appre- 
ciate it  if  Mr.  Bracken  would  take  the  matter  up  with  such  of  the  commis- 
sioners as  might  be  in  the  city,  with  a  view  to  telling  them  of  our  position  and 
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of  i»ur  clcsirp  to  point  out  to  them  some  of  the  placeH  where  the  ctindusionfl 
and  HtatciuentM  of  fact  seemed  to  he  without  mifflclent  foundation,  ha  vine  In 
mind  as  a  froneral  proposition  that  upon  such  a  discussion  fraulfly  the  ciim- 
mission  would  he  as  desirous  as  myself  and  the  company  of  correctinic  such 
statements  as  I  mifrht  indicate  were  without  foundation,  or  where  the  evi- 
demv  either  was  lacking  or  had  heen  misconstrued. 

Sometime  Inter  Mr.  Rraclcen  advised  me  that  (»<>v.  Fort  was  out  of  the  cit>. 
hut  that  Chairman  Oolver  and  Commissioner  Munlm'k  were  in  Washington  ami 
that  they  would  be  Klad  to  see  me  on  Wednesday  at  11  o'clock. 

When  I  arrived  at  the  offices  of  the  rommlsslon  f»n  We<lneMlay  momtni;  1  van 
Commissioners  Colver  and  Murdock.  niid  they,  together  with  Mr,  Bnicken  and 
Mr.  Durand,  gave  me  the  opportunity  of  nn  Interview  lasting  something;  inorp 
than  an  hour. 

When  the  interview  began  two  stenotniphers  of  the  comndssion  were  pre«»ni 
and  began  to  take  their  notes  of  what  I  said.  After  1  had  proceetletl  for  a  short 
time  I  stated  to  the  chairman  that  I  noticed  that  a  memoniudum  was  Iteinjc 
made;  that,  of  course,  it  was  satisfactory  to  me.  lie  8tate<1  that  the  stenogm- 
phers  were  present  in  order  that  a  record  of  the  proceedings  might  Im>  at  brnd 
to  submit  to  Gov.  Fort  uiion  his  return  to  Washington.  I  stated  that  that,  of 
course,  wad  satisfactory  and  that  I  supposed  the  commission  would  he  willing 
to  furnish  me  also  with  a  copy  of  the  same  meniornudum ;  and  this  was  promised 
to  me. 

I  began  my  statement  by  outlining  the  position  of  our  company  as  feeling  that 
the  commission  desired  its  report  to  i>e  accurate  and  fair,  the  same  as  1  bad 
expressed  it  to  Mr.  Bracken  previously.  I  stated  that  at  that  time  we  did  not 
wish  to  be  regarded  as  appearing  l)efore  them  with  a  general  ctimplalnt  res|ie^*t- 
Ing  the  proceedings  or  the  method  under  which  they  had  lieen  conductetl  or  the 
report  Itself  or  the  conclusions  of  the  commission ;  but  that  what  we  did  de^in* 
was  to  point  out  to  them  a  few  out  of  what  we  regarded  as  a  very  large  numN-r 
of  places  where  mention  was  made  of  our  company  and  the  facta  Incorrectly 
stated,  with  a  view  to  asking  the  commissioners  themselves  to  examine  what. 
If  any,  evidence  the  commission  had  upon  which  to  base  the  itatement;  and 
later  on.  If  that  were  possible,  to  discuss  with  me  the  Items  of  evidence  which 
might  be  produced  (If  any),  in  which  case  1  prophesied  to  them  that  1  nmid 
quickly  make  such  explanation  as  would  make  them  realize  that  the  statement 
was  entirely  Incorrect.  Furthermore,  1  a.s8ured  them  that  I  felt  I  could  point 
out,  as  Illustrative,  a  number  of  places  where  damaging  and  extreme  statements 
were  made  and  where  I  felt  sure  the  commission  would  be  interested  with  me 
in  knowing  whether  or  not  they  had  any  evidence  at  all  upon  which  ti>  fcniod 
the  charge  or  the  statement.  Of  course  the  chairman  and  Mr.  Murdock  acqui- 
eaced  In  the  statement  that  they  desired  to  be  fair  and  accurate  and  stated  thai 
they  would  be  very  glad  If  I  would  point  out  to  them  any  portions  of  the  report 
which  I  felt  could  be  Justly  criticized  by  us. 

Then  I  proceeded  to  call  their  attention  to  the  following  Items  (as  nearly  a« 
I  can  now  recall),  which  1  stated  were  Illustrative  of  what  1  had  In  mind,  as  to 
which  I  hoped  that  they  would  call  upon  their  subordinates  to  produce  snch 
papers  or  other  evidence  as  they  had  as  the  justification  or  foundation  tar  the 
charge  or  statement.  1  stated  to  the  (H)mmlssioners  that  of  course  1  felt  that 
they  personally  had  not  examined  all  the  mass  of  testimony  and  statements 
which  had  been  procured  during  the  year's  Investigation,  that  I  felt  that  thl^ 
would  be  impossible,  and  they  agreed  with  me. 

I  also  suggested  to  them  that  I  thought  It  was  unfortunate  that  the  summary 
bad  gone  out  containing  the  cftm  nil  salon's  findings  without  the  case  having  beeri 
either  argued  by  any  one  on  i>ebalf  of  the  packers  or  without  their  having  had 
any  opfwrt unity  to  either  api»ear  to  crot^s-extimlne  wltnesm's  or  to  put  In  any 
testimony  of  their  own.  I  stated  that  I  understmid,  however,  that  the  neory 
bearings  were  conducted  on  behalf  of  the  oommlsslfm  only  and  that  it  had  httm 
distini'tly  state<l  thnt  no  attorney  or  other  pennon  rejiresentlng  the  packers  at>1 
no  witness  on  lM»hnIf  of  iiny  packer  would  l»e  {H*rinltt«Ml  to  iipfienr.  This  statr 
nient  al««o  wns  ncqub'sced  in. 

The  first  Item.  I  think.  t(»  which  I  (ralle<l  their  attention  was  page  3ft,  resvpectlnx 
the  matter  of  three  cnnllili'titlnl  etiiployiH^s  of  Swift  &  Co.  whom  It  was  st.^ted 
bad  bi'4*n  sent  to  W:i**hinutun  to  invest ipite  and  reiK)rt  on  the  status  of  the  9k> 
calltMl  Borliind  resolnilnn.    The  (xmimls*>loii*s  Kumnmry  prcK-crtls  to  state: 

"Ml)  April  10.  VMi\.  they  prepnrM  a  long  Joint  memorandum,  <*oples  of  vhl<^ 
%\ere  h«mii  to  the  prlnrliml  otn.'i.-ils  of  eat^h  of  the  five  packing  companies,**  ««tr 
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I  stated  that  I  should  like  to  see  whatever  evidence  the  commission  had  on 
which  to  justify  the  statement  that  a  copy  of  this  had  ever  been  sent  to  our 
company  or  any  of  our  officials.  I  then  called  their  attention  to  the  statement 
following,  on  page  39  after  the  quotation  from  the  alleged  report  covering  the 
charge  that  "  the  big  five  proceeded  to  take  the  following  steps  " ;  the  raising 
of  a  Joint  fund  of  $15,000 ;  flooding  Congress  with  telegrams,  etc. ;  employment 
of  Mr.  Colin  H.  Livingston ;  and  I  stated  that  so  far  as  our  company  was  con- 
cerned we  certainly  never  participated  nor  knew  of  any  of  the  items  mentioned. 
I  stated  that  I  hoped  the  commission  throughout  the  entire  conference  which  I 
was  having  with  them  would  not  regard  the  fact  that  I  was  pointing  out  things 
respecting  our  company  solely  was  to  be  taken  as  an  Indication  that  I  believed 
that  the  statements  respecting  any  of  the  other  packing  houses  In  the  same  or 
similar  connections  were  true ;  that,  of  course,  I  knew  accurately  the  business 
and  details  of  our  company,  which  I  was  going  to  discuss;  that  I  believed  each 
of  the  other  packers  probably  had  similar  knowledge  of  their  own  affairs  which 
they  In  proper  season  would  discuss  for  their  own  account.  I  believe  there  was 
some  general  discussion  by  various  of  the  commissioners  respecting  the  Items 
which  I  have  Just  mentioned  as  appearing  on  page  39,  as  to  which  they  asked 
me  several  questions,  but  on  all  of  which  my  answer  was  that  we  not  only  did 
not  participate  In  but  did  not  know  of  any  of  those  matters  having  occurred. 

I  then  proceeded  to  page  38,  calling  their  attention  to  the  memorandum 
from  Henry  Veeder  to  W.  B.  Traynor,  as  It  appears  quoted  on  that  page.  I 
stated  that  I,  of  bourse,  did  not  know  anything  as  to  the  correctness  of.  this 
memorandum.  But  I  admitted  that  I  did  know  that  as  regards  general  legis- 
lation and  litigation  matters,  there  were  certain  instances  In  which  the  Cudahy 
Packing  Co.  (or  Its  predecessor  company,  what  we  call  the  "Illinois  Corpora- 
tion") had  participated  and  had  paid  10  per  cent.  I  explained  that  In  the 
last  three  or  four  years  I  could  not  recall  as  many,  I  thought,  as  10  Items  In 
which  we  had  participated;  that  these  were  all  litigation  matters;  that  no 
legislative  matters  had  been  participated  In;  that  the  litigation  matters  were 
all  entirely  proper  proceedings  in  which  the  entire  trade  was  Interested,  such 
as  litigation  respecting  pure  food  laws  or  city  ordinances,  or  national  regula- 
tions, where  there  appeared  to  be  some  conflict  or  something  Impracticable 
or  unconstitutional  which  should  be  corrected.  I  stated  that  I  did  not  think 
that  within  the  period  which  I  had  mentioned  there  had  been  spent  by  us 
as  much  as  $5,000. 

Then  I  called  the  commission's  attention  to  their  analysis  and  Interpretation 
which  Immediately  follows  the  quotation  of  the  memorandum  itself  on  page 
38.  and  particularly  the  part  where,  on  page  39,  comment  is  made  that  cer- 
tain individuals  representing  three  companies  came  together  and  agreed  upon 
certain  fixed  percentages  to  be  known  as  the  usual  percentages  "for  use  In 
the  settlement  of  *  general,  legislative,  and  litigation  matters.' "  I  called  their 
attention  to  the  comma,  appearing  after  the  word  "  general "  In  heir  comments 
on  page  39,  and  to  the  fact  that  it  does  not  appear  In  the  copy  of  the  memo- 
randum on  page  38,  and  we  had  considerable  discussion;  and  the  commis- 
sioners admitted  that  the  comma  after  the  word  "  general "  certainly  enlarged 
the  statement  as  to  the  purposes  or  matters  In  which  the  percentage  was 
used  to  a  very  high  degree. 

I  said  that  while  I  was  familiar  with  the  use  of  the  percentage  In  the  han- 
dling of  litigation  matters,  which  I  had  mentioned,  I  knew  for  a  fact  t^jat 
there  was  no  general  expense  or  other  matter  as  to  which  our  company  had 
any  agreement  with  any  of  the  other  packers  for  the  settlement  of  bills  or 
handling  of  any  general  items  of  business,  and  I  stated  that  it  seemed  to  me 
that  the  Insertion  of  the  comma  after  the  word  "  general "  was  of  a  type 
similar  to  many  other  places  in  the  report,  where  a  certain  Incident  or  Item 
is  mentioned  and  then  an  extremely  broad  conclusion  based  upon  it. 

I  then  called  the  commissioners*  attention  to  a  number  of  places  where, 
respecting  the  foreign  trade  and  the  foreign  investments  of  the  different  com- 
panies, njentlon  Is  made  of  packing  plants,  etc.,  being  owned  by  four  of  the 
packers,  naming  them,  the  Cudahy  Packing  Co.  having  been  omitted,  and 
properly  so,  because  they  had  no  such  investment;  but  that  when  the  general 
charge  Is  made  as  to  the  probability  of  this  country's  being  Involved  in  its 
diplomatic  relations  with  the  other  countries  on  account  of  the  practices,  the 
charge  was  immediately  made  that  "the  big  five"  were  the  ones  to  be  con- 
demned. I  stated  that,  of  course,  I  was  not  indicating  that  I  would  condemn 
any  of  the  other  packers,  because  I  did  not  know  anything  respecting  their 
business,  but  that  certainly  I  thought  the  Cudahy  Packing  Co.  had  a  fair 
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complaint  to  make  when  in  one  paragraph  of  the  report  mention  is  made  tf^ 
ciflcally  as  to  the  ownership  by  other  companies  than  ours  of  these  foreicr* 
properties,  but  we,  nevertheless,  in  the  succeeding  paragraph  are  charged  with 
some  doubtful  practice  or  some  general  conspiracy. 

As  ts'pical  of  another  situation  where  a  very  small  Item  is  t»ken  advantjie** 
of  to  make  a  very  broad  general  assertion,  I  cited  them  to  page  9,  where  it  wh* 
stated  in  connection  with  the  difficulties  which  the  commission  had  had.  that: 

"We  know  also  that  the  five  packing  companies — ^Armour,  Swift,  Morris 
Wilson,  and  Oudahy — conspired  together  in  the  preparation  of  their  answers  t(* 
the  commission's  inquiries,  to  the  end  that  all  should  agree." 

I  stated  that  of  course  I  did  not  know  what  evidence  the  commission  hstj 
upon  which  the  charge  was  based,  but  that  certainly  the  charge  was  not  correct 
so  far  as  our  company's  affairs  were  concerned.  Then  I  called  their  attenti^'o 
to  the  Traynor  memorandum  appearing  immediately  following,  and  state«l  thut 
that  memorandum  referred  to  the  four  questions  which  had  been  sent  (h:: 
by  Cyommissloner  Davies,  none  of  which  related  to  the  Intimate  or  biisln*-^^ 
affairs  of  any  one  company,  but  which  were  of  a  general  nature,  as,  f<>' 
instance,  "Why  are  the  prices  for  meat  high?"  That  I  felt  it  was  entire'^ 
proper,  from  the  standpoint  of  giving  accurate  and  complete  information  u, 
the  commission,  that  I  should  discuss  with  any  one  of  the  packers  who  wan  ic- 
terested  in  the  answers  which  we  proposed  to  give.  I  furthermore  said  that  I 
personally  had  prepared  our  answer  to  these  questionnaires;  that  the  qnesiloi:- 
had  been  submitted  to  nil  our  department  heads;  that  a  4arge  mass  of  Ic- 
formation  was  brought  together  and  then  worked  into  the  form  of  a  prlnti-l 
pamphlet,  and  that  in  connection  with  its  being  put  Into  flnal  form  I  brouzli: 
the  pamphlet  in  printed  proof  form  to  Washington  and  had  conferred  with  tli** 
commission's  staff  and  one  of  the  commissioners  respecting  it,  and  had  semrp<l 
their,  at  least  tacit,  con.sent  to  our  putting  it  in  printed  form ;  and.  farthermor*-. 
after  this  had  been  done  we  had  circulated  the  printed  copy  to  the  numlier  ^f 
several  thousands  to  the  commissioners  themselves,  to  their  staff,  to  Conjrrp<N 
cattlemen,  and  to  all  whom  we  thought  would  be  interested  In  the  subject  of  th^* 
packers*  economic  situation.  I  stated  that  we  had  not  consulted  with  any.oth«»r 
concern  in  the  preparation  of  any  report,  with  the  exception  possibly  of  thl* 
Davies  questionnaire,  and  that  In  that  case  such  consultation  had  not  chans^! 
the  reply  in  any  particular  or  the  facts,  it  did  not  seem  to  me  as  though  th^re 
was  the  slightest  basis  of  any  charge  of  a  conspiracy. 

Then  I  called  their  attention  to  the  item  appearing  at  the  bottom  of  pace  ^. 
In  connection  with  these  charges  of  conspiracy,  as  to  "combing"  of  the  com- 
pany's files,  where  it  Is  stated  that  "G.  S.  Shepard,  vice  president  of  ti** 
Cudahy  Packing  Co.,  admitted  that  he  had  ordered  his  stenographer  to  raai* 
an  Incorrect  copy  of  a  letter,  etc.,  and  had  himself  destroyed  the  documeo* " 
I  then  said  that  I  had  come  to  Washington,  without  reading  the  report,  f 
which  I  had  sent  copies  to  our  Chicago  office,  and  that,  without  consultar*  ■-. 
with  me  or  any  question  from  me,  Mr.  Shepard  had  Just  sent  In  to  me  a  w-.r- 
which  I  desired  to  read  into  the  record,  and  which  was  as  follows: 

"  Just  finished  reading  pamphlet  you  sent.  Please  note  the  bottom  of  p^c^p  ^ 
As  you  know,  correspondence  mentioned  was  of  a  personal  nature  an«l  Mr 
Haines  readily  agreed  to  elimination  of  such  portion  as  was  irrelevant  to  ♦*■* 
purpose  of  the  inquiry.  Next  day  he  came  back 'for  the  complete  letter,  but  a* 
It  was  of  no  Importance  I  had  discarded  the  same  the  day  before.  The  wh*-.*" 
transaction  was  done  openly  and  with  his  consent." 

I  stated  that  the  Mr.  Haines  mentioned  was  one  of  the  commission^  In- 
vestigators, who  had  come  to  our  office  and  who  had  been  given  free  a<v%^^ 
to  our  files,  and  that  I  remembered  his  having  been  there  and  the  cimsr-- 
stance  of  the  letter  from  which  an  item  of  what  I  thought  was  a  persow* 
criticism  made  by  Mr.  Shepard  upon  one  of  our  other  officials  had  t>eeii  ellc 
nated;  that  the  criticism  had  no  possible  relation  to  the  Investigation,  and  th.-' 
I  knew  at  the  time  It  had  been  clone  and  with  Mr.  Haines's  oonf^ent.  I  stat^I 
furthermore,  that  I  knew  a  number  of  times  in  the  commissioner's  prartl  >- 
when  similar  situations  hud  ari.^^en,  and  that  I  understood  that  they  fnlly  wir- 
tioned  the  mutter  of  protecting  individuals'  reputation  from  the  po^MblUty  • ' 
the  publicatWm  of  i)erst)nal  memoran«la  and  the  prevention  of  the  enmniKMirr 
of  the  commission's  records  with  a  lot  of  matter  which  was  not  of  po*-*'* 
concern,  and  I  think  the  commissioners  acquiesced  In  that  statement  as  recan'* 

fheir  practice. 

I  then  stated  to  the  commission  that  the  foregoing  constltnted  example*  •• 
a  good  many  very  Important  charges  as  to  which  I  hoped  that  they  wcwld  mat"' 
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the  necessary  effort  to  procure  the  evidence  In  tholr  files,  if  any,  and  that  then 
they  would  give  me  the  opportunity  of  going  over  the  matter  again  with  them 
with  the  idea  of  correcting  any  unjust  or  erroneous  statement  whicli  might  tlien 
appear  to  have  been  made  as  affecting  our  interests. 

I  was  then  asked  as  to  whether  or  not  the  points  I  had  made  were  all  in 
the  general  pamphlet  summary  to  which  I  took  exception.  I  stated  that  tliey 
were  distinctly  not  all ;  that  practically  every  statement  in  the  report  was 
erroneous  or  distorted,  so  far  as  we  were  concerned,  and  that  I  had  hoped, 
however,  by  mentioning  the  items  which  I  had,  that  when  we  got  them  worked 
out  so  that  the  commission  could  satisfy  itself  that  I  was  correct  as  to  the 
baselessness  of  the  statements  and  charges,  then  we  could  work  along  to  such 
other  items  as  I  would  indicate  even  more  effectively. 

Mr.  Commissioner  Murdock,  after  I  had  closed,  then  stated  that  he  desired 
to  ask  me  a  few  questions,  which,  of  course,  was  entirely  satisfactory  to  me. 
He  thereupon  called  my  attention  to  a  copy  of  a  letter  signed  by  our  Mr.  E.  A. 
Cudahy,  as  set  out  on  page  29,  taken  from  a  portion  of  the  transcript  of  testi- 
mony in  one  of  the  allege^l  hearings  of  Mr.  Heney  on  behalf  of  the  Federal 
Trade  Commission.     Mr.  Murdock  asked  me  whether  it  was  my  contention  that 
the  Cudahy  Packing  Co.  was  in  competition  with  the  other  packers,  and  I 
stated  that  it  certainly  was.     He  then  referred  me  to  this  letter  on  pajce  29, 
and  asked  me  how  I  could  reconcile  that  letter  with  the  statement  which  I 
had  just  made.     I  told  him  that  I  was  very  much  interested  In  his  having 
referred  me  to  that  particular  letter,  and  I  asked  whether  or  not  it  would  be 
possible  right  then  to  send  out  and  have  the  letter  brought  in  from  th«»  com- 
mission's files.    After  some  little  discussion,  however,  it  was  decided  that  this 
could  not  conveniently  be  done,  and  I  think  at  that  time  Mr.  Murdock  read  the 
letter  over  once  or  twice  and  then  statetl  that  it  looked  to  hlni  as  through  that 
was  a  very  clear  admission  that  we  were  doing  business  on  an  agreed  percent- 
age at  South  Omaha  and  Sioux  City.     I  told  him  that  I  thought  anyone  who 
understood  the  business  and  who  read  the  letter  impartially  would  come  just  to 
the  opposite  conclusion,  and  that  the  letter  indicated  that  we  were  in  severe 
competition  in  order  to  get  as  much  as  the  percentage  which  apparently  some 
one  had  In  mind  was  the  one  we  were  supposed  to  get  by  virtue  of  some  agree- 
ment.    I  then  asked  Commissioners  Munlock  and  (^Jolver  whether  they  had  read 
all  the  letters  which  had  been  taken  from  our  office  at  the  same  time  this  letter 
was  taken,  there  having  been  some  50  of  them.    They  stated  that  they  had 
not.     I  asked  them  to  send  for  the  whole  50  letters,  and  then  suggestwl  that 
they  read  them  all,  and  that  I  felt  sure  that  they  would  come  to  the  conclusion 
from  reading  the  entire  file  that  Mr.  Cudahy  and  our  company  was  in  the  i>osi- 
tlon  of  a  man  fighting  for  his  life.     Mr.  Murdock,  however,  stated  that  while 
he  would  read  the  other  letters,  nevertheless,  he  thought  that  this  particular 
letter  was  sufficient  to  convince  him  that  we  were  working  on  an  agreed  per- 
centage, and,  to  reinforce  his  argument,  he  called  my  attention  to  the  alleged 
lead  pencil  figures  which  the  transcript  indicated  were  on  the  letter  of  Mr. 
Cudahy.     I  then  told  him  that  I  was  glad  he  had  called  my  attention  to  that, 
because  that  was  the  very  item  that  I  also  was  highly  Intereste/l  In,  and  that  I 
would  be  still  more  intereste<l,  and  they  would  as  well,  when  they  procured  the 
copy  in- their  files.     This  brought  up  quite  some  discussion  as  to  what  I  had 
In  mind,  and  finally  I  stated  that  all  of  that  material  had  been  inserted  obvi- 
ously by  some  one  in  the  commissioner's  employ  after  the  matter  had  left  our 
office;  that  I  personally  had  handled  the  original,  of  which  a  copy  was  fur- 
nished them,  that  I  knew  that  such  lead-pencil  figures,  nor  any  other  memo- 
randa, did  not  appear  upon  our  copy  nor  upon  the  copy  which  we  furnished. 
They  wanted  to  know  who  had  put  the  lead-pencil  figures  on.     I  said,  of  course, 
I  could  not  tell,  but  I  thought  that  they  would  get  some  interesting  light  as  to 
the  character  of  this  investigation  as  soon  as  they  saw  the  handwriting,  which 
no  doubt  they  could  identify.     I  then  had  a  (considerable  discnission  and  a  good 
many  questions  and  answers  with  Mr.  Commissioner  Murdock,  on  the  basis  of 
this  agreed  percentage.     I  denied  that  there  was  any  and  enterecl  Into  a  lengthy 
discussion  to  show  that  the  fact  that  percentagt^s  of  volume  of  business,  num- 
l)er  of  employees,  numl>er  of  branch  houses,  pay  rolls,  purchase  of  live  stock, 
and  everything  else,  were  bound  to  be  practically  constant  as  between  the  four 
or  five  large  competitors,  all  of  ample  financial  worth,  and  that  the  figures 
remained  approximately  together  was  rather  an  indication  of  the  severity  of 
the  competition  than  the  reverse.     I  also  called  their  attention  to  the  percent- 
age of  cattle,  and  I  think  of  calves,  hogs,  etc.,  as  it  appears  on  page  11,  to  be 


1162      aOVBENMBNT  OONTBOL  OF  MEAT-PACKING  INDUSTRY. 

handled  by  the  so-called  "  big  five,**  and  prophesied  that  no  table  which  showed 
any  such  result  as  that  could  be  worked  out  on  any  basis  which  would  show  any 
percentage  similar  to  those  appearing  on  page  27,  and  stated  that  I  would  be 
very  much  interested  in  getting  prompt  access  to  the  forthcoming  volumes  which 
they  claimed  would  contain  the  statistical  matter  furnlsheil  by  the  packer* 
and  procured  by  the  commission,  because  I  felt  sure  that  there  would  be  all 
sorts  of  variances  in  any  set  of  percentages.  I  stated  that,  of  course,  after  a 
year's  results  were  known  anybody  could  work  out  a  percentage,  but  assened 
again  and  again  that  there  was  no  percentage  agreement  on  the  part  of  our 
company.  With  reference  to  the  percentages,  and  especially  the  table  of  simi- 
larities  appearing  on  page  27,  I  called  their  attention  to  the  fact  that  owiii^ 
to  the  Immense  volume  of  business  a  variance  of  1  or  2  per  cent  up  or  down* 
would  mean  quite  a  number  of  millions  of  dollars  to  any  particular  company. 

I  then  called  particular  attention,  I  think,  to  the  date  of  the  letter  of  K  A. 
Cudahy  on  page  29,  which  we  had  previously  discussed,  namely,  June  2U  19U. 
This  period  was  in  the  period  of  the  National  Packing  Co.,  during  which  time  it 
was  shown  in  further  sections  of  the  report  that  we  had  no  interest  therein,  and, 
in  fact,  other  sections  state  that  we  were  on  the  outside  of  whatever  understand- 
ings there  then  were.  Then  I  stated  that  there  were  a  number  of  instancea  In 
this  report  where  in  the  forepart  we  were  charged  with  being  in  and  then 
in  a  later  section  we  were  charged  with  being  out,  and  that  letters  and  other 
evidence  was  used  many  times  either  within  or  without  the  period  to  prove  Just 
exactly  the  converse  of  the  thing  that  had  been  charged  in  another  section,  and 
that  all  of  this,  it  seemed  to  me,  was  entirely  characteristic  of  the  report.  I 
called  their  attention  to  the  chart  showing  intercorporate  relations,  and  Indi- 
cated that  there  were  a  considerable  number  of  companies  to  which  we  tieemed 
to  be  connected  which  I  had  never  heard  of ;  that  I  knew  the  packing  company 
had  no  stock  in  any  of  them  and  that  if  either  of  the  Cudahy  famiUeiL  as  a 
personal  investment,  had  even  a  few  shares  I  would  be  very  much  surprised. 

I  think  the  discussion  closed  about  at  that  point.  The  chaimmn  then  stated 
that  a  copy  of  the  memorandum  would  be  furnished  to  Mr.  Durand  and  that  lie 
would  be  asked  to  look  up  the  evidence  on  the  points  which  I  had  called  to 
their  attention.  He  further  stated  that  he  would  advise  me  when  they  would  be 
ready  to  take  the  matter  up  with  me  further.  I  then  asked  them  if  they  would 
not  be  especially  careful  to  secure  the  E.  A.  Cudahy  letters  and  read  them  with 
an  open  mind.  Mr.  Murdock  said  that  he  felt  satisfied  from  the  reatling  of  tlie 
letter  quoted  on  page  29  that  we  were  engaged  in  an  agreement  with  the  oxh^-r 
packers.  I  protested  that  the  letter  was  certainly  open  to  Just  the  reverse  in- 
terpretation and  indicated  competition ;  that  certainly  if  there  had  l>een  any 
agreement  for  30  per  cent  there  was  no  reason  for  his  having  to  fight  for  It  or 
for  disturbing  a  market  if  he  got  it  Commissioner  Murdock  remarked  that 
certainly  what  he  had  in  mind  could  certainly  be  read  into  it  I  then  stated 
that  I  hardly  anticipated  that  he  would  prejudge  the  evidence  and  would  seek  to 
"  read  into  "  the  evidence  a  conclusion  which  he  evidently  had  formed  or  that 
he  would  seek  to  justify  his  conclusion  and  make  the  evidence  <Hmform  to  it 

After  some  further  discussion  of  the  record,  I  asked  the  chairman  whsn  pos- 
sibly I  would  be  able  to  secure  the  copy  of  the  transcript  which  had  Imvo 
promised  to  me.  I  was  then  informed  that  the  furnishing  of  such  a  traiuKTl|»t 
would  have  to  be  taken  under  advisement  by  the  commission,  and  that  I  would 
be  informed  later.  I  suggested  that  It  had  already  been  promised  to  me,  but 
we  passed  out  of  the  room  at  that  time  without  an  understanding  liavtng  lieen 
reache<l.  On  Thursday  I  made  several  requests  in  the  endeavor  to  find  <»ut 
whether  the  transcript  had  been  written  and  whether  I  could  get  a  copy,  ami 
found  it  had  not  been.  On  Friday  morning  I  again  inquire<l  and  was  Informetl 
that  the  Commissioner  had  issutnl  Instructions  that  the  transcript  should  mil  be 
written  up  for  any  one,  and  that  I  was  not  to  be  furnished  with  a  copy,  I 
then  took  the  matter  up  with  the  commission  and  received  the  promise  that  I 
would  receive  a  copy  when  it  was  written  up.  Tpon  asking  if  It  ever  would 
be  written  up,  it  was  state<1  that  no  answer  would  be  given  to  that  question.  I 
then  arranged  to  have  the  matter  taken  up  further  with  the  commissiooen 
themselves,  upon  the  basis  of  a  re<iuest  that  at  my  expense  they  were  to  instruct 
or  perudt  their  stenographers  to  write  up  a  copy  for  me,  and  that  Is  the  status 
of  the  matter  at  the  time  this  memorandum  is  prepared. 

Tuos.  Csxioa. 
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Mr.  Ckeioh.  If  I  may  have  just  a  few  minutes  more,  I  would  like 
to  go  to  a  discussion  or  one  or  two  of,  what  seemed  to  me,  the  high- 
spot  points  in  the  bill. 

The  Chaibmak.  Do  you  also  want  to  insert  the  small  pamphlet 
entitled  "Extracts  from  the  annual  statement  of  E.  A.  Cudahy, 
president  of  the  Cudahy  Packing  Co.  to  shareholders"? 

Mr.  Cr£iqh.  Yes,  sir.  The  little  financial  statement  simply  rather 
emphasizes  the  general  size  of  our  business  and  what  we  think  is 
its  importance  in  the  community. 

(The  statement  above  referred  to  is  as  follows)  : 

During  the  past  year  probably  the  most  conspicuous  features  in  our  business 
are  (a)  its  heavy  expansion  due  larjrely  to  war  causes,  and  (b)  the  greatly 
Increased  control  as  a  war  emergency  measure  by  the  Government  and  the 
regulation  of  almost  all  of  our  activities  by  a  large  number  of  different  bureaus. 

As  illustrating  the  enormous  expansion  of  the  business  and  of  the  industry 
(in  which  our  company  has  fully  measured  up),  I  am  quoting  the  following 
statistics  taken  from  some  recent  compilations : 

"The  largest  exportation  of  fresh  beef  in  any  year  prior  to  the  war  was 
852,000,000  pounds  in  the  year  imnlediately  preceding  the  war,  while  the 
total  was  *  *  *  pounds  in  the  flscal  year  1001;  thon  d^  ndling  down  year 
by  year  to  only  6,000,000  pounds  in  the  year  immediately  i  'Tcedlng  the  war, 
while  the  total  for  the  10  months  ending  with  Octet (i  ui  tlie  eorrcnt  year  was 
417i000,000  pounds. 

"Pork  products  also  show  a  new  high  recoxl  Hii  : i tin  i lilies  as  well  as  in 
values.  The  total  quantity  of  bacon  exported  in  the  10  .moatlis  ending  with 
€k;tol>er,  1918,  was  906,000,000  pounds,  against  a  lor  iier  liigh  record  of  593,- 
000,000  pounds  in  the  full  fiscal  year  1916.  Han^s  i.nd  shoulders  In  the  same  10 
months  were  478,000,000  pounds,  against  287,000,aX)  pounds  in  the  full  fiscal 
year  1916." 

A  fair  understanding  of  these  figures  and  what  they  mean  in  the  way  of  in- 
creased labor  and  of  financing,  because  of  the  higher  prices  paid  by  us  for  live 
stock  and  for  labor,  as  well  as  for  the  reasons  they  indicate  as  to  the  higher 
prices  therefore  necessarily  charged  by  us,  would  show  conclusively  the  causes 

for  the  increased  cost  of  living  in  this  country  as  far  as  meats  are  concerned. 

•  *  *  •  *  *  « 

We  wish  that  the  public  could  from  day  to  day  follow  accurately  with  us 
the  costs  of  labor,  material,  and  live  stock,  and  could  see  with  us  how  these 
items  account  for  the  increased  price  of  meats.  Two  things  are  fundamental. 
Cheap  meats  can  not  be  made  from  high-priced  live  stock  with  high-priced  labor. 
Neither  does  the  total  packers'  profit,  which  amounts  at  best  to  but  a  fraction 
of  a  cent  a  pound,  have  any  material  effect  upon  the  prices,  which  the  con- 
sumer pays  to  the  retailer  for  meats  and  other  products. 

By  referring  to  the  figures  shown  in  our  annual  financial  statement,  it  Mill 
he  observed  that  if  total  reserves  for  income  and  war  revenue  taxes  be  added 
to  our  net  profits  as  shown,  we  still  have  made  less  than  2.15  cents  out  of  each 
dollar  we  have  taken  in,  and  that  our  average  profit  has  been  slightly  less  than 
one-half  cent  per  pound  on  the  total  volume  handled,  including  both  edible  and 

inedible  products. 

*  •  *         .  *  *  «  « 

The  Increased  cost  of  live  stock  and  of  labor  present  a  tremendous  problem 
to  the  packer,  due  to  the  nece'ssity  of  financing  the  business  on  this  high  basis 
and  of  procuring  funds  for  this  iiurpose.  An  indication  of  this  is  given  in  the 
statistics  of  our  own  company,  where  the  amount  of  our  inventory  covering 
products  on  hand  and  in  process,  etc.,  in  various  periods  has  been  as  follows : 

On  October  28,  1916 $16,282,712 

On  October  27,  1917 32,  647, 635 

On  November  2,  1918 41.  664,  734 

If  we  handled  the  meat  and  other  products  derived  from  live  stock  and 
nothing  else,  the  industry  would  be  sufficiently  complex;  but  in  the  natural 
development  of  the  distribution  of  food  products  requiring  refrigeration  to 
bring  them  to  the  consumer  in  the  very  best  form,  the  packing  industry  has 
grown  so  that  it  handles  many  other  items  of  food  than  those  derived  from 
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animals.  This  is  very  much  to  the  benefit  of  both  the  producer  and  conBomer. 
Also,  in  connection  with  the  handling  of  inedible  materials  derived  from  animalB, 
such  as  hides,  soaps,  etc.,  it  has  been  necessary  to  fill  in  with  related  lines  com- 
prising a  very  large  number  of  other  items.  This  brings  us  in  touch  with  many 
other  industries,  each  of  which  presents  its  problems,  in  the  fair  solntioD  of  aU 
of  which  we  are,  of  course,  concerned. 

During  the  period  of  the  war,  the  most  marked  change  from  the  past  was  the 
large  measure  of  control  exercised  by  the  Government.  This  existed  throuirh 
the  Food,  Railroad,  and  Fuel  Administrations,  war  and  arbitration  boardsi. 
Exports  and  priorities  were  regulated ;  also  there  was  control  of  profits  throuiEh 
taxation  in  many  items ;  even  prices  were  fixed  by  the  Government  Not  only 
through  the  exercise  of  this  control  was  the  Government  a  large  factor  in  the 
packing  industry,  but  through  its  own  purchases  of  supplies  for  our  own  mili- 
tary forces  and  its  cooperative  buying  on  behalf  of  the  allies  and  other  gorem- 
mental  agencies,  it  was  in  a  position  to  largely  dominate  and  control  tlie 
markets. 

In  the  year  1913  for  the  first  time  the  gross  sales  of  this  company  were  above 
$100,000,000.  The  excess  was  from  the  products  not  derived  from  animals. 
During  the  fiscal  year  just  closed  our  gross  sales  have  amounted  to  aronnd 
$286,000,000,  of  which  $50,000,000  approximately  have  been  from  nonanimal 
products.  In  1913  our  company  paid  to  the  farmers  of  the  United  States  some 
$75,000,000  for  the  animals  purchased  This  year,  and  for  a  volume  and  weiglit 
approximately  33^  per  cent  greater,  we  have  paid  more  than  $180,000,000.  In 
1913  we  paid  to  our  employees  some  $7,000,000  for  wages  and  salaries,  "nils 
year  we  have  paid  them  in  excess  of  $15,500,000.  Our  net  profits  as  comiiared 
to  1913  are  in  about  the  same  ratio  to  our  turnover  as  in  that  year. 

All  of  this  large  expansion  in  our  business  has  been  brought  about  not  only 
under  Government  control  exercised  in  connection  with  Its  war  operations  but 
has  only  been  possible  by  the  combined  eltorts  of  the  company  and  its  manage- 
ment and  by  the  cooperation  of  our  own  employees,  of  live-stock  producers,  and 
of  Government  agencies  as  well,  all  working  to  the  common  end  of  expanded 
production  and  increased  distribution  on  fair  terms  to  all. 

But  in  the  course  of  demobilization  and  reconstruction  we  must  not  fail  to 
utilize  and  apply  the  lessons  which  we  have  learned,  where  cooperation  has 
brought  success.  The  spirit  of  understanding  between  our  Goverpment«  the 
lenders  of  our  industry,  the  live-stock  producers,  our  wage  earners,  and  the 
public,  which  was  increasing  during  the  war  and  which  appeared  to  be  In  the 
course  of  being  harmonized,  must  for  the  future  be  still  Improved.  Tliere  have 
been  difficulties  and  misunderstandings  in  the  past,  but  a  proper  understanding 
by  all  factors  in  the  industry  should  be  able  to  cure  this.  I  know  of  nothing 
which  would  give  me  greater  satisfaction  than  to  have  the  live-stock  Interests 
partners  with  us  in  our  business  through  the  ownership  of  stock  In  oar 
company. 

I  believe  that  It  would  be  to  their  advantage,  as  well  as  ours  not  alone  In  s 
financial  way  but  l)ecause  it  would  lead  to  a  better  understanding  by  the  pn>- 
ducer  of  the  packers'  business  and  problems. 

The  Cudahy  .Packing  Co, 

Balance  sheet  November  £,  19J8. 

ASSETS. 

Current  and  working  assets: 

Cash $4,  446,  «24. 44 

Accounts  and  notes  receivable J9. 267, 330. 86 

Investments  in  stocks  and  bonds 2,093,936.36 

Product  and  supplies 48,266,288.42 

$69. 074, 180. 06 

Fixed  assets: 

Car  and  refrigerator  line 1, 481, 740. 16 

Packing  and   manufacturing  plants — ^Real 

estate,  buildings,  machinery,  etc 13,978,462.37 

Sales  branches — Real  estate,  buildings,  and 

equipment 2,788,090.94 

18,248,298.47 

Bonds  and  note  discount  (being  amortized) 768.005.  !3 

88, 06U 169106 
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LIABILITIES. 

Current  and  accrued  liabilities : 

Notes  and  accounts  payable fSS,  936, 466. 22 

Bonds  and  note  interest  accrued 387, 912. 56 

84,324,378.78 

Reserve  for  Federal  income  and  war  profits,  taxes,  and  con- 
tingencies        2, 785, 412. 48 

Seven  per  cent  sinking  fund  five-year  gold  notes:  Authorized 

and  Issued 10, 000, 000. 00 

Five  per  cent  first  mortgage  gold  bonds: 

Authorized $12,000,000.00 


Issued 9, 000, 000. 00 

Less— Retired  through  sinking  fund 521,  700. 00 


Capital  stock: 

Authorized  and  outstanding — 

Preferred--6%  cumulative 2, 000, 000. 00 

Preferred— 7%  cumulative 6, 550, 500. 00 

Common 11, 449, 500. 00 


8, 478, 300. 00 


20;  000, 000. 00 

Surplus no,  496, 269. 24 

Net  profit  for 

year $3,376,808.58 

D 1 V 1  d  ends 

paid 1. 380, 000. 00 

1, 996, 808.  58 

12,493,077.82 


32, 493, 077. 82 


88, 081, 169. 08 


Sales  for  year  ending  Nov.  2,  1918 - 286, 660, 971. 48 

Sales  for  year  ending  Oct  27,  1917 184, 811, 423. 84 

The  Chairman.  Do  you  also  wish  this  large  pamphlet  entitled 
^^  Statement  submitted  dv  the  Cudahy  Packing  Co.  Bespecting  the 
Problems,  Prices,  and  Profits  of  the  Packing  Industry,"  inserted 
also? 

Mr.  Creigh.  Yes,  sir;  that  is  the  Davies  questionnaire.  I  notice 
it  is  in  substantially  the  same  form  as  those  pamphlets  have  already 
been  put  in  the  record  by  Armour,  Swift,  and  Morris. 

(The  pamphlet  above  referred  to  is  inserted  in  the  official  record 
at  this  point.) 

Statement  Sttbmitted  bt  The  Cudahy  Packing  Go.  Respecting  the  Problems, 

Prices,  and  Profits  of  the  Packing  Industry. 


•[In  retponse  to  a  questionnaire  submitted  by  the  Hon.  Joseph  B.  Dayies,  Federal  trade 
comniissloner,  as  a  part  of  the  pending  investigation  by  the  commission  into  the  ques- 
tion of  foods,  including  meats  and  their  products  and  distributon.  ] 


QUESTIONS. 

I.  As  you  are  aware,  there  Is  widespread  complaint  among  consumers  as 
to  the  prices  of  all  meats  and  other  animal  food  products.  The  commission 
would  like  your  views  as  to  the  cause  of  present  high  prices,  to  what  extent 
they  are  Justified,  and  If  in  your  Judgment  there  is  not  complete  Justification 
for  them,  what  factor  or  factors  in  the  production  and  distrthution  of  meat 
animals  and  their  products  can  be  Justly  criticized? 

II.  The  meat  packer  stands  between  the  producer  of  meat  animals  on  the 
one  hand,  and  the  retail  distributor  of  their  products  on  the  other.    In  what 


1166     QOVSBIiriCBNT  OONTBOL  OF  HBAT-PAOKIHQ  IHDT78TBT. 

respect,  if  any,  does  either  of  these  three  agencies,  in  your  opinion,  fail  to 
perform  its  proper  function  in  aenring  the  ultimate  consumer? 

III.  In  your  opinion  is  the  present  vast  system  of  conducting  the  meat 
business  from  the  raising  of  the  animals  on  the  range  and  farm  through  all 
the  steps  to  the  table  of  the  consumer  the  result  of  the  operation  of  healtliy, 
natural  laws  or  is  it  In  part  the  result  of  efforts,  either  conscious  or  unconscioua* 
to  interfere  with  the  operation  of  such  laws? 

IV.  What,  if  any,  are  the  economic  weaknesses  of  the  existing  system,  and 
what  remedies  do  you  suggest  for  any  existing  evils? 


Chicago,  Ili-,  July  28,  1917. 
Hon.  Joseph  E.  Davixs, 

CommUsioner,  Federal  Trade  CtmtmUsiont 

W<uhington,  D.  C. 

My  D&as  Sib:  On  behalf  of  our  company  I  acknowledge  receipt  of  your 
favor  of  July  23  being  an  identical  letter  which  you  are  submitting  to  various 
other  corporations  engaged  In  the  packing  business.  Including  a  questionnaire 
and  inclosing  a  copy  of  the  letter  of  instructions  addressed  to  the  Trade  Com- 
mission  by  the  President,  dated  February  7,  1917,  in  accordance  with  which 
and  with  the  terms  of  the  recent  $250,000  appropriation  by  Congress,  we  under- 
stand that  the  investigation  recently  begun  respecting  the  prices,  costs,  and 
profits  of  meats  and  other  food  products  is  being  conducted.  You  may  count 
upon  the  hearty  coopertitlon  of  our  company  to  aid  you  in  your  Investigation,  for 
we  are  sincerely  anxious  to  have  your  report  of  such  breadth,  completeness  and 
accurac>'  that  It  may  result  in  the  public  being  Informed  respecting  the  facts 
as  to  why  the  prices  of  meats  and  other  food  products  are  high,  and  as  to 
whether  any  factor  in  the  chain  involving  the  production,  preparation,  and 
distribution  of  foods  is  operating  either  In  an  uneconomic  or  an  extortlooate 
manner,  so  as  to  be  taking  an  undue  amount  from  the  ultimate  consumer  by 
reason  of  an  unwarranted  profit  or  otherwise. 

In  this  connection  we  feel  sure  that  you  will  pardon  us  at  this  time  In  volc^ 
Ing  our  regret  in  learning  from  you  that  the  Trade  Commission  Is  not  Itself  to 
undertake  an  investigation  of  the  costs,  prices,  and  profits  of  the  live  stock 
raiser  and  feeder,  or  of  the  retail  butcher.  In  order  that  the  public  may  lie 
informed  as  to  the  facts  covering  the  precise  question  upon  which  It  desires 
information,  and  to  answer  which  we  take  It  the  President's  letter  and  the 
appropriation  of  (Congress  directed  the  investigation  of  your  commission.  It 
would  seem  to  us  as  though  conRlderatlon  toward  securing  as  accurate  and 
complete  Information  from  the  other  factors  involved  in  the  production  and 
sale  of  meats  should  be  given  by  your  commission,  as  is  planned  with  reference 
to  the  packing  industry — which,  as  you  state  simply  "  stand  between  the  pro- 
ducers of  meat  animals  on  the  one  hand  and  the  retail  distributor  of  their 
prcKlucts  on  the  other.** 

And  we  venture  to  express  the  hope  and  belief  that  during  the  course  of 
the  Investigation  the  commission  Itself  will  broaden  the  field  of  Its  work  w 
that  the  complete  story  may  be  told,  and  that  the  public  may  know  the  fa<-ts 
•in  their  entirety.  We  f<H»l  sure  that  such  an  investigation  will  demonstrate 
that,  so  far  as  the  packlm?  Industry  Is  concerned,  its  operations  both  of  mana- 
fa<'ture  and  distribution  are  conducttnl  with  jn'eat  economy  and  with  a  mini- 
mum profit  considered  from  the  standpoint  of  the  risk  taken  and  the  ser%i<^«« 
per  form  e<l.  And  while  we  say  this,  we  do  not  mean  to  indicate  that  any  blame 
will  l)e  found  to  attach  to  the  other  factors  Includcnl  in  the  production  and  sale 
of  nieiit«<.  No  doubt.  ,\\\**r  us  in  the  case  of  the  packer,  the  live  stock  prTNlocer 
fii(vs  Kreiitly  increasetl  c(»Hts  of  produ<'tion,  and  equally  the  retailer,  In  his  dl%- 
thiiution.  <iue  to  the  extreme  degree  and  costly  nature  of  the  servlct*  whli'h 
the  puiiiic  demands  of  him.  will  b<^  found  to  have  Justification  for  his  portioa 
of  the  hiKh  prices  paid  by  ilio  ctmsunier. 

Four  very  interesting  and.  comprehensive  questions  are  submitted  to  us  in 
your  letter  for  answer.  The  proper  conclusion  up<m  them  Is  largely  what  «• 
exjHM-t  to  we  th*»  commission  state  In  Its  final  report  (^ornvt.  aceurate  Id- 
formaticm  and  a  breadth  of  understanding,  both  of  the  future  and  of  the  pa»t 
of  tills  country  in  its  transitlUon  from  an  agricultural  community  to  a  hlgh'jr 
KfMK'ializiHl  industrial  Nation  alTords  a  wonderful  field  for  investigation,  stud>. 
an<l  statesmanlike  judgment. 
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We  venture  to  reverse  the  order  of  your  questions  and  to  give  you  our  views 
first  on  question  4,  which  is  as  follows : 

"  What  if  any  are  the  economic  weaknesses  of  the  existing  system,  and  what 
remedies  do  you  suggest  for  any  existing  evils? 

(a)  In  our  judgment  one  of  the  greatest  handicaps  to  which  the  packing 
industry  is  suhject  is  the  almost  entire  lack  of  understanding  by  the  public, 
and  by  the  Government,  of  the  facts  of  the  business.  Indeed,  due  to  their  com- 
plexity and  the  great  mass  of  factors  and  details,  it  may  fairly  be  said 
that  those  engaged  in  the  business  seldom  analyze  them  with  reference  to  the- 
principles  and  economic  laws  to  which  they  are  subject. 

By  the  consuming  public  and  by  the  press,  the  packing  industry  is  almost 
always  considered  from  the  standpoint  of  the  price  of  a  porterhouse  steak. 
Usually  the  standard  from  which  the  invariable  conclusion  that  *'  the  price  is 
outrageously  high  "  is  arrived  at,  is  the  price  appearing  upon  the  menu  card  of 
a  fashionable  restaurant,  or  the  price  charged  by  a  butcher  who  receives  an 
order  from  a  customer  over  the  telephone  and  delivers  the  meat  later  by  an 
automobile.  The  fact  is  that  the  packer  is  responsible  for  neither.  He  is  a 
manufacturer  and  a  jobber  dealing  almost  exclusively  with  retailer  butchers, 
and  selling  at  a  lower  scale  of  prices  than  the  public  sees  or  realize& 

A  good  illustration  of  what  we  have  in  mind  as  showing  lack  of  understand- 
ing by  the  press  and  the  difficulty  of  having  the  public  understand  the  facts,. 
we  quote  the  following  from  a  recent  issue  of  a  metropolitan  daily : 

"  EDITOBIAL. 


«( 


<« 


We  have  good  food  commissions  and  very  high  food  prices. 

"  How  much  are  you  paying  for  meat?  Do  you  get  any  really  good  meat  for 
18  cents  a  pound? 

"  Has  anybody  promised  to  let  you  have  good  meat  soon  for  15  cents  a  pound? 
We  guess  not 

"  Did  you  read  the  little  cable  dispatch  sent  by  the  Associated  Press  from 
London?    Over  there  a  certain  Lord  Rhondda  is  the  *  Food  Controller.' 

"The  cable  announced  that  he  had  reduced  the  price  of  bread  one-quarter. 
Beginning  in  September  the  price  of  meat  will  be  $18.50  a  hyndred  weight — ^18i 
cents  a  pound,  and  'further  reduced  each  month  to  January,  when  the  maxi- 
mum is  to  be  $15  a  hundred,  or  15  cents  a  pound.' 

"  If  you  eat  mutton  you  pay  80  cents  for  It,  or  more. 
If  you  eat  beef  you  pay  still  more. 

We  are  unable  to  advise  you  that  you  will  soon  be  paying  less.  Checked  by 
a  horror  of  gambling,  we  can  not  offer  a  better  suggefetion,  but  we  think  that 
in  January  you  will  be  paying  more. 

"  It  may  comfort  you  to  know  that  the  English  will  be  paying  15  cents  a 
pound  for  meat  soon,  and  it  may  interest  you  to  ask  yourself,  in  the  language 
of  our  comic  artist,  *How  do  they  do' It?' 

"  When  you  consider  that  we  are  building  ships  as  fast  as  we  can  to  carry 
food  and  bullets  to  England,  and  when  you  read  in  the  papers  constantly  that 
we  should  not  complain,  because  our  duty  is  to  feed  our  allies,  and  then  when 
you  read  that  England,  our  biggest  ally — under  very  good  management — ^Is 
getting  meat  for  something  less  than  half  you  pay  for  it  over  here,  you  are  in- 
tensely delighted  to  know  how  good  conditions  are  over  there — and  puzzled." 

The  most  casual  Investigation  with  reference  to  the  facts  would  have  dis- 
closed that  the  prices  of  many  kinds  of  meats  to  the  consumer  in  this  country 
are  already  less  than  18^  cents  and  that  English  prices  in  the  alleged  quotation 
from  the  food  controller  are  not  only  extremely  indefinite  as  regards  the  kind 
of  meats,  but  are  Inaccurate  In  fact.  Furthermore  It  Is  not  stated  whether  the 
prices  given  are  the  jobbers'  prices  or  the  consumers'  prices.  The  casual  reader 
would  assume  that  these  are  consumers'  prices.  The  facts  are  well  shown  by 
the  following  quotation  from  the  Meat  Trade  Journal  of  London  of  July  19, 
1917 — the  latest  issue  to  which  we  have  access. 

It  w^ill  be  noted  thnt  these  are  jobbers'  prices  and  that  they  in  certain  cases 
exceed  the  "30  cents  or  more"  which  the  editorial  states  as  the  consumers* 
price  in  this  country,  and  are  In  all  cases  in  excess  of  18  cents.  No  consumers'^ 
price  by  September  1  next  of  18i  cents  Is  possible. 
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Central  meat  market,  Smithfleld,  London. 
[All  quotations  are  per  stone  of  8  pounds.] 


t 

Description. 

Thursday 
July  12. 

t 

Monday. 
July  18. 

Wedaeadaj. 
July  18. 

Beef: 

Scotch  short  sides 

9.  d.        t. 

10    4  to  11 
9  10  to  10 

8  6  to  10 

9  0  to    9 
8    8  to    9 
7    Oto    7 

7  10  to    8 

6  Oto    6 

8  10  to    9 
0  10  to    7 

7  8to    8 
6    4  to    6 

10    0  to  11 

10  8  to  11 

9  0  to  10 
9    8  to  10 

8  4  to    9 

9  4  to  10 

6  8  to  .. 

11  0  to  11 

10  0  to  11 

11  Oto  11 
9  10  to  10 

7  Oto  .. 
7    Oto  .. 
7    4  to  .. 
9    8  to  10 
7    Oto    8 

9    8  to    9 

9    Oto    9 

....  to   8 

i. 

0 
4 
0 
8 
4 
2 
4 
4 
0 
0 
0 
8 

0 
0 

4 
8 
0 
0 

•  • 

8 

4 
4 
4 

■  • 

•  • 

•  • 

4 
8 

10 

4 
0 
8 

9.  9,           9.  i. 

10    4  to  10    8 
9    4  to  10   0 
8    4  to    9    8 

8  Oto    9    4 

9  Oto    9    4 

7  Oto    7    2 

8  Oto    8    4 
8    2  to    •    8 
8    Oto    9    0 
8  10  to    7    2 
8    Oto    8    4 

8  2tO    8    6 

10    4  to  11    0 
10    8  to  11    4 

9  4  to  10    4 

10  0  to  10    8 

8  8  to    9    4 

9  4  to  10    0 
8    8to  ..  .. 

11  4  to  12    0 
10    4  to  11    8 

9.d.           9.   4, 

10    4  to  10   < 

Scotch  lonir  sides 

9    4  to    9    < 

English  Ion?  sides 

8    4  to    9    4 

Irish  (Birkenhead  killed) 

8    4  to    9    4 

States  chilled  hindquarters 

8  10  to    9    4 

States  chilled  foreauarters 

6  10  to    7    3 

States  frozen  hindauarten ..» 

8    0  to    8   4 

States  frozen  foreauarters 

8    3  to    8    6 

Arcrentine  chilled  nindauarters 

8    0  to    8  M 

Arfff^ntfnechlTled fOTWinarteni. . . ........ 

e   8  to    7  0 

South  African  frocen  hindquarters 

8    0  to    8    « 

South  African  frozen  forequarters 

6    2  to    6   4 

Mutton: 

Scotch i 

9    8  to  10    4 

Scotch  tegs 

10    0  to  10    « 

Enelish 

9    4  to  10   • 

EnKlishtegs 

9    8  to  10   4 

Enelishewes 

8    8  to    9    • 

Irish 

9    4  to    9  19 

River  Plate 

0    8  to  ..  .. 

Lamb: 

Scotch 

11    0  to  U    % 

English 

10    4  to  11    « 

Welsh 

10    8  to  11    • 

Irish 

10    8  to  11    0 
7    Oto  ..  .. 
7   Oto  ..  .. 

7  4  to  ..  .. 

9   Oto  10   0 

8  8  to    8    4 

9  Oto   9    8 
8    8  to    9    4 
8    Oto    8    2 
0  10  to    7    9 

10    0  to  10    • 

New  Zealand 

7    0  to  ..  .. 

Aiutnti^n 

7    0  to  ..  .. 

Armmtine  .......................................... 

7    4  to  ..  .. 

VealT^ 

Best 

9    0  to  10   9 

Seeoiidikrv  ftnd  middifniT. .  -  -  t  . .  - .  r  ^ , ,  -  ^ ,  - ,  -  -  t  .  -  -  r  ^ 

0    8  to    8    4 

Pork: 

English,  best 

9    8  to  10   0 

Eiiffifiih,  "econds  and  thirds 

•    0  to    9   « 

Sows ^ 

8    0  to    ft    S 

Frozen Y. 

7    2  to    7 

•  10  to    7    f 

Note.— The  highest  price  quoted  for  United  States  chilled  hindquarters  was  9b.  4d.  and  the  lowest 
and  for  United  States  chilled  forequarters  from  7s.  3d.  to  6s.  lOd.  These  prices  are  per  ftono  of  8 
and  represent  the  wholesale  market  prices. 

The  English  pound  sterling  at  present  is  worth  $4.76,  and  this  makes  the  equlTalent  prleas  aa 

Hinds ^6  to  9/4-98.3  to 

Fores 6/10  to  7/»— l&l  to  2L6 

Figuring  hinds  and  fores  of  equal  weight,  this  will  make  straight  sides  from  21.7  to  24.2.  and  yon 
that  these  prices  are  practically  the  equivalent  of  the  American  jobbers'  prices  plus  freight, 
marine  insurance,  commission,  etc.,  so  that  there  is  no  truth  whatever  in  the  report  that  ' 
selling  in  London  at  less  than  they  are  in  this  country. 

You  will  also  note  that  Scotch  beef  is  selling  at  higher  prices  than  United  States,  and  that 
selling  at  less  money. 


id« 


n 


Of  course,  due  to  the  fact  that  the  English  people  do  not  d^nand  and  rcceire 
the  costly  retailers*  service,  particularly  its  expensive  delivery  and  rental  fea- 
tures,  and  are  content  to  largely  carry  their  purchases  themaelvea  to  tbdr 
homes,  the  consumers*  price  In  Great  Britain  does  not  show  such  an  advancr 
over  the  jobhers*  price  as  is  the  case  In  this  country. 

While  the  sale  of  beef  and  all  products  derived  from  cattle  represents  a  very 
large  sura  of  the  business  of  the  packing  industry.  It  does  not  repreaent  Its 
largest  portion  in  volume.  We  believe  that  your  investigation  will  show  that 
what  if  any  profit,  there  is  realized  by  the  packing  industry  from  the  sale  of 
beef,  Is  practically  nominal  and  that  even  allowing  to  the  beef  any  profit  which 
may  be  realized  from  all  the  by-products  secured  from  the  handling  of  the  cat- 
tle, it  is  less  remunerative  than  any  other  department  operated  by  a  packer. 

We  believe  further  that  the  results  of  your  Investigation  will  be  to  dIMose 
that  In  the  handling  of  cattle  and  the  sale  of  the  beef  and  other  edible  proda<ta 
derived  from  them,  that  the  packers  generally  have  been  an  active  force  as  tht 
results  of  which,  during  these  wartime  conditions  particularly,  the  prke  of 
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meat  to  the  consumer  has  advanced  less  and  has  been  confined  more  nearly  to 
the  normal  price  than  that  of  any  other  food  commodity. 

Unfortunately  for  the  packer,  he  comes  in  contact  with  the  public  to  a  large 
extent  as  the  producer  of  a  daily  food.  The  copper  mine  owner  or  the  steel 
producer  has  an  enormous  advantage  in  this  respect  over  the  packer.  The 
public  does  not  realize  that  the  profits  of  one  copper  mining  company  last  year 
on  a  volume  of  sales  not  one-twenty-fifth  that  of  the  volume  of  the  five  largest 
packers  made  almost  as  much  as  the  aggregate  made  by  all  those  firms.  The 
present  quarterly  earnings  of  a  leading  steel  corporation,  the  volume  of  whose 
total  sales  annually  is  not  the  equivalent  of  the  production  of  the  packing  In- 
industry,  presents  ordinarily  a  sum  of  money  which  the  latter  industry  has  not 
earned  in  any  two  of  its  most  satisfactory  years. 

(6)  Another  of  the  weaknesses  of  the  packing  industry  as  at  present  consti- 
tuted is  the  relatively  small  amount  of  increment  in  value  which  it  is  able  to 
add  by  Its  operations  to  the  cost  of  its  raw  materials.  This  point  is  Well  shown 
by  several  of  the  most  recent  reports  covering  United  States  census.  For  ex- 
ample, we  quote  the  following  from  page  35  of  the  Abstract  of  Census  of  Manu- 
factures of  1914,  which  includes  a  comparison  with  the  census  of  1909: 

Slaughtering  and  meat  packing  19H  and  1909. 


• 

Establishments 
engaged  primarily  in. 

Census 
year. 

Num- 
ber of 
estab- 
lish- 
ments. 

Wage 
earners, 

aver- 
munber. 

Capital. 

Wages. 

Cost  Of 
materials. 

Value  of 
products. 

Vahie 
added 

by 
manu- 
faotor- 

ing. 

• 

1914 
1909 

1,279 
1,221 

96,832 
87,813 

Expressed  in  thousands. 

Total 

$534,274 
378,319 

$62,136 
60,404 

$1,441,663 
1.191,438 

$1,651,965 
1,355,545 

$210,302 
164,107 

Judged  from  the  standpoint  of  the  value  of  its  products,  the  slaughtering  and 
meat-packing  industry  has  for  years  ranked  first  of  the  industries  of  the  United 
States.  It  will  be  noted  that  out  of  the  total  production  of  a  value  of  nearly 
$1,652,000,000  the  value  added  by  manufacture  in  1914  amounts  to  only  $210,- 
000,000,  or  an  item  of  about  12^  per  cent.  Of  the  48  industries  in  the  United 
States  each  producing  in  excess  of  $100,000,000  annually,  this  percentage  of  in- 
crement in  value  is  the  third  from  the  lowest,  lead  smelting  and  sugar  refining 
being  practically  10  per  cent,  and  the  general  average  of  all  being  in  excess  of 
40  per  cent 
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m^at  inspection  slaughtering  establishments, 

[Rearranged  from  table  beginning  p.  42,  Directory  of  B.  A.  I.,  Oct.  1, 1916.] 


Num- 
ber of 
estab- 
lish, 
ments. 


1 

7 


1 
2 


State. 


Alabama. 

AriEona.. 
Cahfomia 


Colorado... 

Connecticut 
Delaware.. 


B.  A.  I.  station. 


Andalusia 

Birmingham 

Blsbee 

Los  Angeles  (4) . . 

do 

do 

do 

8anDieR0(l) 

San  Francisco  (2) 

do 

Denver  (3) 

do 

.....do 

Pueblo 

New  Haven 

Wilmington 

do 


Substation. 


Pomona 


Areata. 


Name  under  which  estab- 
lishment is  operated. 


Andalusia  Packing  Co. 
Birmingham  Packine  Co. 
E.  A.  Tovrea  &.  Co.  (Inc.). 
The  Cudahv  Packing  Co. 
Hauser  Packing  Co. 
San  Antonio  Meat  Co. 

Wilson  &  To.  (Inc.) 

Chas.  8.  Hardy. 
J.  C.  Bull,  Jr.,  Co. 
Western  Meat  Co. 
Armour  &  Co. 
Cap.  Meat  &.  Livestock  Co. 
Swift  &  Co. 

The  Nuckolls  Packing  Co. 
The  Sperry  &  Barnes  Co. 
The  Hart  &  Bro.  Co. 
Wilmington  Abattoir  &  Cold 
Storage  Co. 
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meat  inspection  slaughtering  estahlishments---Contin\ied, 


Num- 
ber of 
estab- 
H3h- 
ments. 


2 

2 

2 

29 


12 


10 


2] 


State. 


Dl8t.  of  Columbia 

Oooi^ 

Idaho 

lUlsols 


Indiana. 


Iowa. 


Kansas. 


B.  A.  I.  station. 


Washington 

do 

Augusta  (2) 

rio 

Boise 

Moscow 

Alton 

niicaTO(18) 

do 

do 

do.' 

do 

do 

do 

do , 

do , 

do 

do 

do 

do 

do 

do 

do 

do 

Jacksonville 

National    Stockyards 
(7) 

do 

do 

do 

do 

do 

do 

Peoria 

do 

Evan«nrill« , 

Fort  Wavm 

Indianapolis  (5) 

do 

do 

do 

Tafavette , 

T  ogansDort 

Madison 

Piohmoni 

TeiTP  Haute , 

Darenrort 

Cedar  Rapids 

Pubuqiie 

Mason  City 

Ottumwa 

Sioux  City  (4) 

do 

do 

do 

Waterloo 

Arkansas  Citv 

Kansas  City  (16)..*... 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 


Substation. 


Bennin? 

Rosslyn,  Va. 


Moultrie . 


Name  under  wtaidi 
Usbment  is  opcrftted 


Zionnty, 


East  St.  Louis. 


Granite  City. 


WbiteHall. 


Olatbe. 


do 

do 

do 

.....do 

do 

Toreka 

.Wli'hita(2). 

do 

Pittsburg.. 


Washington  Abattoir  Co. 
Rosslyn  Packinc  Co. 
Aufnista  Abattoir. 
Monltrie  Packing  Co. 
Poise  Bntcber  '"o.  (Ltd.). 
Hoean  &  Cushinc  Co. 
T/iier  Bros.  Packing  &  Ice 

Armwr  A  ^o. 
Boyd.  Lunbam  A  Co. 
Brennaa  Packmg  Co. 
Cblcajfo  PacUne  Co. 
Tniependent  Packinc  Co. 
T  ibby.  McNeill  A  Ubby. 
Miller  A  Hart. 
Morris  A  Co. 
T  oiTis  Pfaelter  A  Sons. 
Roberts  A  Oake.. 
Hiarles  F.  Sabine. 
Slecel-Hecbin^vr  Facktnr 
Wllwn  A  Co.  (Inc.). 
RMft  A  Co. 

Western  Packln?  Co^(2^ 
Western  Packln*  A 
Jacksonville  Packinc  Co. 
Annoor  A  Co. 

East  Side  Packing  C  o. 

Farmers  Serum  Co. 

Morris  4c  ^o. 

Oreifory  Farm  Labormtory. 

Swift  *  ro. 

Tbe  UnlTeraal  Semm  Co. 

F.  Ck>de1  A  Sons. 

Wilson  ProTision  Co. 

Tbe  Evan5Ttlle  Paebne  Co. 

Fred  Fckart  Packing  Co. 

Brown  Bros. 

In'ilanarolis  Abattoir. 

Kin'anAro.(Ltd.)c3). 

Wabash  Packinc  Co. 

Pryfiis  Packinc  Co. 

W.  r.  Rontb  A  ro. 

Tb*"  Prarl  Packinc  Houae. 

An'on  Stolle  A  Son  Parkin;. 

Home  '*arkin*  *  Ice  <*o. 

KobrsPackhigro. 

T.  M.  Sinrlata-  A  Co.  (Ltd. 

Dubaaue  Packing  Co. 

Jacob  F.  Decker  A  Soul 

John  Morrell  A  Co. 

Armour  A  Co. 

Tbe  riidahT  Packing  Co 

R.  Humi  Padring  Cow 

Statter  A  Co, 

Rath  Backing  Co, 

Henneberry  A  Co. 

Armour  A  Co. 

Joaei>h  Baom. 

Cochrane  Packing  Co. 

The  Cudahy  PacUng  Ooi 

B.  A.' Jackson  A  Co. 

George  Kaiser. 

Mbnouri  Valley  Park. 

Morris  A  Co. 

Olathe  Packing  Co. 

Royal  Packhig  Co. 

Tbe  SIhkT  Hog  Cboltra 

Co. 
The  Standard  Sernm  Co. 
Stockyards  Parking  Co. 
Wilson  &  Co.  (Inr.>. 
Swift  A  Co. 

The  Termier  Packtag  O 
C  harles  WoW  Parktag  Co 
Tudahy  Packing  Co. 
Jaeeh  bold  PmUm  C«^ 
Tbe  Hall  A  DtDen 
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MAontta. 


HptlncBfld... 


NxrOrbuud) 

—  •*• 

....do 

Soutbboto 

WMt  Nnrbotr . . 


'.   Si    Xaul*  lodiutitol  P>rUa| 


.    Tbr  Cudkhv  PtcklPC  Ot. 
.    HorrUACo. 

.'  HwtItAC«. 
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Est":::. 

&c;^E::: 

Ktm'iU.H 

do 

■^^iSEEE^ 

<lo 

Wool  Co, 

do. 

do 

do 

S£fe,i-"» 

■ 

□ur'-hm  ft*it^  Co.  »l 

do 

::::do::::::::::::::;i: ::::::- 

ira£i.r«»,r 

IksS/''"" 

B.H.  llwP.-klii«t* 

srs'Ss-**- 

njSff-iCa:^- 

iSJ'i'sH'^^' 
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Kl  4iMpfrliofi  9ioughtering  eMiabiUhmtnU — Ood tinned. 


K'ifii- 
h«ror 


SUtau 


B*  A.  L  fUtkn. 


SubfUtkm. 


Nun^  unfl«r  which  ^tab> 


Ohio.. 


I  I  OkliOiom. 


ClndiuiAtl  (33) 

do , 

ri«vclaiMl(6} 

do 

do 

do 

do 

.   . .  .do 

i^oltimbu.^ 

I>mytnn(3^ 

. ..  .do 

...   .do 

TolMo 

..   ..do 

Oklahonu  Qty  (3). 


I     Or<«on 

36     PvontylvuiiA, 


.do. 
.do. 


North  Portland Portland... 

Allrntown 

Hrtli«s»«'rtd 

Hnm^bure 

Philadel|>»»la  ( 18> 

d" Hnde«*pori . 

do Che^ tor 

do UetXiB 

do 


.do 

do 

.do 

.do 

.do (il*ni)ld6n.. 

.do 

.do Ri>adln< 

.do 

.do WmI  rh«ti»r. 

.do 

.do 


PlttsburKh  (3). 
do 


I  >  Rhod(>  bland.. 
1  ,  ilouUiCaruUna. 

3     South  PmkoU.. 


4     TemwMM.., 


4       T«XA9. 


9  •  Utah 

3    Varmoot. 
t    VfaflnM., 


I do 

PottMllNMj) 

.do 

Pri»\l«l«*n  «» Pawtn-krt 

AuKu.Htu,  ( ia North  .VuKii^ta.  8. 

c\ 

'  Hlom  Kan.<»(2) 

I    .       d«>        

Uiitortown ^ 

M«rriHtoHii  j3j 

..    .do 

.    .do 

N.v«h\lllr 

K«.rt  W.Tih  »3) •  I>aMa< 

....do 

..   .d<» 

]I«<«|«tnn 


Olf.lc 


8    Washtngton. 


'   Nilt  iMkr 

.    lirllown  >!dl5 

Hiirltnirton 

North  T:ftf«wHl 

Rhhmond  (2; 

....do 

Lrwi<>ton,  Idaho  (3). 

....do 

S«altle(3) 

....do 

do 

H|K>kan« 

TiMoma 

WoUa  Walla 


Clark  *  ton,  Wii«h 


.1  Jacob  Voft*l  A  8oD. 
.1  <>«o.  Z«hkr  ProxlMon  Co. 
.,  lllumen^tock  A  R»id  To. 
.,  ri«\Tland  I'TovUionTo. 
.!  lMkt>  Frlc  l*rovmaiiC'o. 
.'  nhio  Provtiioa  Co. 
.   iiwitx  Si  Co 

.<  Thfiir^r  Norton  Pmvliiionro. 
.   rolumbin  Pa'-kinf  To. 
.    Henry  Ihirkhardt  Pa  king  Co. 
.,  William  Kim  kr  h  .*^in4  Co. 
(^ha.1.  .^tirhrr  Pat^kUiK  Co. 
.    Jattb  Kn 'iTfr. 
.    Z4*hner  lirirt.  Parking  Co. 
.   Oklahoma  .Stork >-ajrd«  S^nia 

Co. 

Iforns  A  Co. 
.    W  i:«u»n  A  Co. 

Swift  A  Co. 
.    ArtMti:ii«t  A  Ua^ttanCo. 

>\m^   I  |\p  SttKkCo. 
.    Hw  ft  A  <'o. 
.1  John  UowrrCo. 
.    A.  11.  Mnnh  I'a.klnc<Nt. 
.    John  J.  Hiik:«>  Co     Inc.). 
.   C)»nM«nt  (\  Alltin  iln' .). 

14YUK  Uiirk. 
.    Jfihii  J    FViin  A  Co. 
.    (}<H>.  IlniiMtLinn  A  Sons. 

I>.  B   Martin  Co. .-'». 

R.J.  Mii\n«<« 

II.  K.  Mil  '..r.|(\> 
'  N>w  Knir'.ind  »<ufp»y  Co. 

Rra<1iTic  .\liuitoir  (  o. 
.    A    hdriington  >K(td«. 
.    RiM'juh  Vjk*  kitiK  Co. 
■  K.  «»    Hi'Ct  A  •*.•« 
.    Wr^t  IMuladrli»laa  8tockyardl 

Co.  (.' 
.,  T>uii!«'\\  Poi  klnjc  ''<> 

Pit'«!irrh    Provision  and 
I'a  kiritf  Co, 
.    U  ii.i  iiii  /ii!rr  Co. 

Ja  t»)i  t  ltn«*r  I'a  king  Co. 
C   iti>*<M  k  A  Ct» 
Uiit«hcr%  Aliattoir  Co. 

.    Jofn  M.  m*?!  &  Co. 

.    W  I  <»  if!  A  <'«! 

.    Thf  \\  h  H.  r\  V%  k.nic  Co. 

**    M    H  i.i-ii..Tf  f.. 

M'  rrj.'*  nn  l'r.«l  I  «•  A  Ir»  Co. 

M.  rri^i^'Mn  I'm  i,ug  Co. 

SfuU  I'  .Mfi'^^r  I  .. 

.\rm'«'r'  nir  I'lu  kiiig  Co, 

\rn»"i;r  A  C#> 
.    .'iwift  A  Co 

H.  ii<ti<  n  Pi  k\' t  *'o. 
.    OiriIrn  P  u  ki'ur  1  Pru^l^lmCo. 
,    (  ti'ltthy  P  >«  kliLT  <  o. 

.      S     J.  «    f  »\    PM  k  MK*   O. 

.    HiirJlur'ofi  K«  fl'"tiM<Co. 
'1  ai4>»t*ll  Tm  k  nii  (  o. 

.     W    S.  I-iifN-nA  (  o. 

.    Kpik*  in  A  C«   ■  Ltil.i. 

.      W.    n.    Hr|,%,|. 

.  Inlind  Ufi  <  o. 

.  A.  L.  Un>«i»  K»rnL 

,  H  irton  A«  o. 

.  V  rvr  A  •'»• 

.  K.  U.  *mt**i«o. 

W^i*   ^^lAiU   Miat   A   ^U 
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meat  inspection  slaughtering  establishments'— (^jiXXmxeA. 


A.  L 


Num- 
ber of 

estab- 
lish- 

-ments. 

State. 

B.  A.  I.  station. 

•Name  under  whidi  aatab- 
ment  is  operated. 

1 

4 

WestVirginJa 

WisoonsJn 

H^intington 

Feaenmeier  Pa^te  Ca 
Paul  0.  Reymaan  Co. 
F.  Bchflok  h  Sons  Co. 

Wheeling  (3). 

do 

do 

Geo.  L.  Zoei^ler. 

10 

Wansau..... 

Fanners  Co.-Op.  packtot  Co- 
Dnimmond  Packlns  Co. 

Wyoming 

Eau  Claire 

Grand  Rapids 

Reiland  Par^rinx  Co. 
C.  StoDpenbach^  Sons. 

Jefferson  .T. , 

Milwaukee  C5) 

R.  Gums  Si  Co. 

do 

The  LaytonCo. 

do 

Swift  &  Co. 

do 

•  ■  •• .do. . .•.«•■■•.«•■•• 

Cudahy 

Fort  Atkinson.... 

Cudahy  Bros.  Co. 
Jones  Dairy  Farm  Co. 

Richland  Center 

Old  Home  Firm  Prodocta  C*. 

1 

Cheyenne 

Hammond  PMkiqg  Go. 

Total  number  of  establishments,  329. 

Out  of  this  increase  In  value  must  be  paid  wages,  rents,  taxes,  interest,  de- 
preciation, repairs,  insurance,  advertising,  and  other  sundry  expenses.  Waives 
alone  amounted  to  over  $62,000,000,  or  about  double  the  entire  net  profits 
We  venture  the  assertion  that  no  other  industry  in  the  United  States  operates 
on  such  a  narrow  margin  of  net  profits  based  upon  the  value  of  its  output  as 
^oes  the  packing  industry ;  and  in  making  this  comparison  it  should  be  farther 
borne  in  mind,  and  the  public  does  not  generally  realize,  that  the  packer  in 
addition  to  manufacturing  and  preparing  food  products  is  also,  throui^  hi5 
*branch  houses,  car  routes,  and  other  facilities,  largely  the  distributor  and 
Jobber  of  the  goods,  thus  performing  two  functions,  whereas  most  manufacturer 
perform  but  one — ^the  packer  being  largely  driven  to  do  this  because  of  the 
perishable  nature  of  a  very  considerable  i)ortion  of  the  products  he  handles. 
thus  requiring  additional  costs  and  involving  risks  of  actual  spoilage  on  a  lars<? 
scale  unless  handled  with  the  utmost  care»  efficiency,  and  success. 

Also  while  we  are  discussing  these  statistics  for  the  packing  industry  fceo- 
•erally  throughout  the  United  States,  we  should  perhaps  call  your  attentino 
to  the  fact  that,  according  to  the  census  the  number  cf  establishment&  in  the 
industry  in  the  years  1909  and  1914  were  as  follows: 

:Slaughtering  and  meat  packing: 

Nnmber  of 
eaUbllahmnita. 

1914 4«< 

1909 487 

Slaughtering : 

1914 (ai> 

1909^ 565 

Meat  packing: 

1914 181 

1909 i:^ 

Of  the  above,  85  per  cent  of  the  value  of  the  output  was  prepared  by  estab- 
Ushments  conducting  both  slaughtering  and  meat-packing  operations. 

You,  however,  may  be  interested  in  the  attached  map,  which  shows  the  iceo- 
graphical  distribution  of  the  most  Of  these  plants.  It  is  made  up  from  a  sum- 
mary  of  United  States  inspected  establishments  as  of  date  October  1.  1916w 
We  also  furnish  a  separate  list  showing  the  names  of  the  various  firms  owninc 
the  p\ants  indicated  in  the  various  States  and  cities.  While  the  larger  and 
better  known  fmckers*  volume  of  manufacture  is  high,  nevertheless  th»  Dum* 
'ber  of  establishments  owned  and  the  large  list  of  names  of  firms  owning  tb«D 
give  an  idea  as  to  the  diversity  of  and  competition  in  the  industry. 

(c)  Another  of  ^e  weaknesses  in  connection  with  the  packing  IndsfCry, 
particularly  in  its  preparation  and  distribution  of  fresh-meat  prodncti^  Is  the 
rapid  fluctuation  and. change  in  market  conditions  and  demand  at  points  of 
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consumption  and  in  the  widely  fluctuating  and  changing  market  conditions  at 
points  of  supply  in  connection  with  the  receipts  of  live  stock.  From  the  stand- 
point of  the  economical  operation  of  a  manufacturing  establishment,  of  course, 
a  regular  supply  of  raw  material  proportionate  to  the  amount  necessary  for 
convenient  handling  by  the  various  departments  and  gangs,  organized  so  that 
they  may  be  utilized  to  their  best  advantage,  is  highly  desirable.  No  such  con- 
dition exists  in  the  packing  industry  and  equally  a*t  the  consuming  end  of  the 
line,  where  products  of  a  perishable  nature  are  accumulated  for  sale,  if  the 
supply  in  anywise  exceeds  the  demand  (the  latter  being  extremely  variable, 
dependent  upon  weather,  holiday  conditions,  and  public  taste  and  other  com- 
petitive foods,  etc. )  a  situation  develops  in  which,  of  course,  sales  must  be  and 
are  constantly  being  made  without  regard  to  the  securing  of  any  profit  what- 
soever on  the  transaction. 

The  observations  we  have  made  are  those  largely  pertaining  to  the  fresh- 
meat  portion  of  our  business,  which  is  the  section  in  which,  no  doubt,  most  of 
the  public  complaint  originates  and  wherein  your  investigation  will  largely  be 
made.  We  hope,  however,  that  your  investigation  will  broaden  out  into  the 
other  fields  of  the  packers'  production,  where  with  cured  meats,  provisions  and 
other  standard  products  and  the  long  line  of  by-products,  inedible  and  other- 
wise, conditions  exist  which  make  possible  the  handling  of  the  fresh-meat  busi- 
ness with  all  its  unsatisfactory  conditions.  Then  you  will  come  to  an  under; 
standing  of  many  of  our  diillculties  and  be  able  to  Inform  the  public  as  to 
whether  there  are  grounds  for  complaint  or  criticism  as  regards  prices  or 
profits  in  the  fresh-meat  field. 

(d)  Another  great  economic  difficulty  in  the  packing  industry  is  due  to  the 
fact  that  it  must  and  does  under  the  present  system  bear  as  almost  a  total 
loss  the  entire  burden  of  the  value  of  live  stock  condemned  by  the  Government 
inspector^  at  the  time  of  slaughter  and  afterwards.  While,  of  course,  diseased 
live  stock  should  not  enter  into  the  meat  supply  of  the  Nation,  and  while,  of 
course,  the  packers  are  in  entire  accord  with  the  idea  of  Government  inspec- 
tion of  their  products,  nevertheless  It  would  seem  that  by  greater  cooperation 
the  Government  could  trace  disease  back  from  the  records  secured  on  the 
killing  floors  of  the  packers  to  the  farms  and  shipping  points,  so  as  to  more 
frequently  ascertain  its  source  and  location.  This  should  lead  to  its  eradica- 
tion, and  coupled  with  increasing  propaganda  along  present  lines  with  refer- 
ence to  the  diversification  of  the  live-stock  industry,  the  bringing  up  of  herds 
and  flocks  by  better  breeding,  and  the  work  along  lines  of  disease  prevention, 
secure  increasingly  satisfactory  results  to  the  live-stock  grower  and  feeder  as 
well  as  in  dairy  herds. 

(e)  Another  of  the  chief  economic  difficulties  of  this  Industry  arises  from 
the  fact  that  its  raw  materials  are  produced  through  a  wide  geographical  area 
by  many  millions  of  Individuals  who,  both  as  regards  their  production  (or 
purchase  of  live  stock  for  feeding)  as  well  as  in  their  sales,  are  practically 
unorganized,  as  the  result  of  which  there  Is  no  regularity  or  stability  of  receipts 
or  prices.  The  beef  requirements  of  the  United  States  annually  run  not  less 
than  14,0(X),000  head.  The  prior  history  of  the  animals  up  until  the  time  they 
reach  the  stockyards  for  slaughter  Involves  a  considerable  duplication  of  trans- 
portation, shrinkage,  freight  payment,  and  extra  costs.  Feeder  competes  with 
feeder  at  the  time  such  purchases  are  considered  desirable,  and  ofttimes  com- 
petes against  the  packer  as  well,  thus  raising  the  price  all  around. 

If,  in  addition  to  the  present  methods  and  supplies,  each  of  the  6,0(X),CK)0 
farms  of  the  United  States  would  produce  even  a  few  head  of  finished  live 
stock  of  good  grade  annually,  the  entire  meat  industry  would  be  stabilized  and 
the  future  supply  assured.  But  it  can  not  be  denied  that  such  increase  in 
supply  would  probably  afl^ect  a  lowering  in  the  price  of  live  stock. 

However,  the  interests  of  the  public  demand  some  united  cooperative  effort 
on  the  part  of  all  factors,  Including  the  Government,  in  the  final  working  out 
of  this  great  problem.  In  Its  solution  it  is  fundamental  that  cheap  meats  can 
not  be  produced  from  high-priced  animals.  But  by  intensive  methods  and  more 
economic  farming  conditions  it  should  be  possible  to  produce  a  larger  number 
of  animals  and  derive  profits  by  volume  of  production  and  economical  handling 
of  by-products  (such  as  building  up  of  soil  fertility,  raising  of  hogs,  etc.)  as 
will  work  out  the  protection  of  the  interests  of  the  live-stock  raiser  and  farmer 
in  a  similar  way  to  the  economic  laws  under  which  modem  business  and  trans- 
portation are  done,  where,  by  an  increased  volume,  a  greater  profit  is  secured 
even  though  the  per  pound  profit  be  reduced. 
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In  addition  to  what  has  been  mentioned  with  reference  to  your  request  for 
suRffefltiona  as  to  the  remedies  for  various  uncertain  conditions  let  us  <^b8erve 
that  there  is  Immediate  demand  and  a  large  field  for  practical  work  of  a 
highly  important  character,  and  particularly  at  the  present  time. 

For  instance,  during  this  weelc  there  has  been  a  flood  of  grass  cattle  at 
various  marlcets.  The  supply  far  exceeds  any  possible  demand  those  particular 
days  at  such  marlcets.  The  uncertainty  of  the  present  situation  are  such  that 
the  farmer,  who  ordinarily  would  buy  many  of  these  cattle  for  feeders  is  in 
doubt  as  to  whether  he  could  buy  the  cattle  at  present  prices  and  be  able,  niHk*r 
the  unknown  conditions  of  next  winter  or  spring,  to  sell  ^em  with  any  pmAt 
in  the  transaction.  The  packer  is  unable  to  forecast  next  winter's  or  spring's 
conditions,  and  with  the  present  high  prices  for  grains,  who  can  blame  the 
feeder  for  his  unwillingness  to  risk  his  money?  Nevertheless,  if  the  feeder* 
are  not  bought  and  financed  on  a  large  scale  it  is  difilcult  to  determine  where 
the  supplies  of  beef  are  to  come  from  six  months  henca  No  words  that  we  <-nD 
say  can  overemphasiase  tlie  importance  of  some  means  being  worked  out  to 
protect  this  situation.  It  is  an  emergency  of  the  present  Once  these  cat  tit- 
come  in  at  the  present  Ume  in  undue  numbers  and  are  slaughtered,  the  situation 
.80  far  as  they  are  concerned  becomes  irretrievable. 

Similarly  there  is  considerable  of  a  propoganda  at  the  present  time  for  the 
saving  of  the  calves  from  slaughter  and  of  ewes,  for  the  purpose  of  replenish- 
ing or  increasing  the  wool  ami  mutton  supplies.  We  understand  that  for  some 
months,  while  the  prices  of  live  stock  for  slaughter  have  been  so  higtu  the 
dairy  pe<»ple,  in  many  sections  of  the  country  have  been  sending  in  their  cows 
for  sale  and  slaughter,  thus  practically  assuring  a  reduction  in  the  milk  8ai>i*l3- 
There  are  many  other  problems  similar,  of  which  the  foregoing  are  only  illu:*- 
tratlons,  toward  which  all  factors,  including  the  Government,  should  be  at 
work  for  their  prompt  solution  and  handling.  While  the  packer  is  wtilUii: 
to  help,  he.  of  course,  finds  himself  greatly  impe<]ed  in  his  ability*  even  to  c«in- 
slder  these  problems  from  the  lioard  vie>%i)olnt  t)e<.*ause  with  increasing  co»ts 
shortage  of  labor,  difficulties  of  transportation,  restrictions  of  various  kintii^ 
including  embargoes,  the  dlfllcultles  of  doing  business  are  \>ecoiuing  so  great 
as  to  occupy  more  of  his  attention  than  ever  before.  As  regards  there  belns 
any  solution  ponslble  to  the  foregoing,  we  can  not  at  the  preHent  time  volunteer 
any  opinion.  We  will  and  do  assure  any  ofllcials  or  persons  interested  of  our 
great  desire  to  help  In  any  practical  manner. 

There  Is  a  great  fU»l<l  lirre  for  constructive  cooperation,  and  we  will  be  vt-rj 
glad  to  have  the  Trade  (\nnuiUsion  indicate  means  and  methods. 

The  adJuHtmeut  of  problems  similar  to  those  indicated  is  one  involving  a 
great  Invt'stinent  of  capltiil.  Assuming  these  calves  to  be  of  sufllclont  br^<«H*- 
ing  tc»  l>e  worth  maturing  as  beef  animals,  the  single  item  of  the  taking  off  the 
market  and  fiH^Uii;;  and  raising  the  2,(KXM)(X)  calves  annually  now  sl:iu^hton«*] 
uu<ler  riiittMl  Statics  InsiHK'tiou  wouhl  Involve  not  less  than  $40.<MNMMliK  Tlir 
fanner  or  darynian  who  M^nds  a  calf  to  market  for  sale  must  l>e  protect 4^1 
financially  In  any  remedy  which  is  adopted,  for  many  times  his  neceBsitlea  vUt 
be  such  that  he  can  not  afford  to  raise  the  calf  himself. 

There  couhl  In*  enHily  divert*^!  to  the  cut-over  lands  of  Wisconsin  alone.  rl»'K 
in  <'lo\(>r  mid  hay,  1.<Nnmkn)  sluvp.  The  presi^nt  annual  slaughter  of  she(i»  i^^ 
MtinuiTiH)  »t  Bpi^roxi II lately  15.U<N),0(M). 

Hut  with  ewes  wortli  at  the  present  time  on  the  markets  some  flO«  berr 
again,  as  in  nil  thes4>  problems,  will  Ik*  re(|uireil  the  use  of  many  million*  ««f 
di •liars.  The  piiin  must  provide  for  some  nietlxHl  of  reastinable  assuran<v  **t 
thns4»  cnrryiii;;  the  Investment  and  rislc  that  they  will  l)e  able  to  at  least  realirr 
a  fnir  pmiit.  Of  4'niirs4>  the  i»n»s4'nt  system,  such  as  it  Is,  which  \9.  mt  hls'-'^ 
indivi<iualiHtlc.  si'stters  the  losnes.  if  any,  in  relatively  small  amounts  amoog 
a  very  consl<]erable  number  of  people.  The  solution  of  the  problem  wUi  be 
to  find  S4inie  way.  similar  iH^rhaips  to  that  of  the  future  stalling  of  grains.  undtY 
whlcli  llv«»  sto<'k  may  he  dealt  with  by  all  factors  In  Its  production  and  use  iio 
a  basis  of  great  certainty  and  less  chance  of  aerious  loas  tliaii  at  present. 

Your  letter  asked  us  to  sfieak  with  great  candor  and  expresses  your  de«ire 
that  iwime  fiennanent  constructive  gooii  may  come  from  this  investigate >u 
IVrha|»s  we  have  dwelt  t<Ni  long  uinm  the  subject  of  your  question  4  and  hat*' 
not  CO  Venn]  it  as  you  desired.  We  will  try  to  give  more  brief  and  cxpllcu 
answers  to  the  remainder  of  your  questions,  which  are  as  follows: 
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I.  "As  you  are  aware,  there  is  widespread  complaint  among  consumers  as  to 
the  prices  of  all  meats  and  other  animal  food  products.  The  commission  would 
like  your  views  as  to  the  cause  of  present  high  prices,  to  what  extent  they  are 
justified,  and  if  in  your  judgment  there  is  not  complete  justification  for  them 
what  factor  or  factors  in  the  production  and  distribution  of  meat  animals  and 
their  products  can  be  justly  criticized." 

We  will  not  undertalte  to  discuss  this  question  of  prices  in  any  field  of  the 
economist  nor  in  connection  with  the  possible  inflation  and  decline  of  the  value 
of  money. 

But  by  tlie  use  of  a  few  of  the  statistics,  largely  taken  from  Government 
sources,  we  hope  to  be  able  to  Indicate  a  few  of  the  prominent  points  as  they 
occur  to  men  engaged  day  by  day  in  actual  transactions. 

In  his  letter  of  direction  to  you  the  President  has  stated  as  follows : 

"While  the  population  of  the  Nation  has  increased  26.000,000  since  1900, 
the  production  of  the  two  leading  cereals,  corn  and  wheat,  wJiile  tending  to 
Increase,  have  shown  only  a  slight  advance,  and  that  of  the  meat  pro<luction  in 
the  same  period  has  shown  an  increase  of  only  3,500,000.000  pounds,  a  de^-rease 
of  29  pounds  per  capita." 

We  regret  that  we  do  not  have  access  to  the  source  nnd  details  from  which 
the  President's  summary  is  made  His  statement,  iDweviT,  reveals  clearly  one 
of  the  causes  for  the  increasing  prices  of  meat  pr ; duck-.  We  believe  that  a 
reference  to  some  further  figures  may  be  of  interest  and  will  intensify  the  con- 
clusion arrived  at  and  indicate  still  more  the  coriectness  of  the  President's 
view,  to  the  effect  that,  from  the  standpoint  of  the  consuming  public,  It  is 
highly  essential  and  will  bo  of  benefit  that  an  economic  investigation  of  the 
foods  and  meats  of  the  country  be  made. 

In  your  investigation  of  the  packing  business  you  will  find  an  intimate  rela- 
tion between  the  prices  and  movement  of  live  stock  and  the  quantity  of  the^ 
crops  and  the  prices  received  by  the  farmer.  We  have  just  mentioned  the  un- 
timely receipts  of  grass  cattle  from  the  Southwest.  This,  of  course,  is  due  t6 
drought  conditions  there.  We  have  also  mentioned  the  problem  of  the  feeder 
as  to  whether,  with  respect  to  the  probable  prices  he  can  secure  for  his  corn, 
he  can  afford  to  buy  feeders  at  the  present  time  in  the  hope  of  making  a  further 
profit.  Of  course,  increasing  costs  and  prices  for  grains  and  other  feed,  as  well 
OS  of  land  and  farm  labor,  arc  an  active  cause  in  forcing  up  prices  for  live 
stock.  Equally,  Increased  amounts  paid  by  the  packer  for  live  stock  become  an 
sictive  factor  in  increasing  the  prices  which  the  packer  should  secure  for  the 
meats  produced.  The  price  depends,  however,  not  only  upon  the  supply  but 
upon  the  demand,  and  In  those  particular  times  the  demand  is  so  great,  propor- 
tionate to  the  supply,  that  it  becomes  the  pretiorainating  factor.  The  President 
calls  attention  to  the  decrease  in  the  supply  of  meat  products  figured  to  a  per 
capita  basis,  but  demand  is  measured  not  so  much  on  a  per  capita  basis  as  by 
the  spending  power  and  consumptive  necessities  of  the  millions  of  consumers. 
At  the  present  time,  with  Industry  straining  to  Its  highest  pitch  and  with  all 
labor  employed  in  a  maximum  of  production  and  of  wages,  the  demand  for 
meat  and  other  food  products  is  manyfold  greater  than  that  Indicated  by  a 
per  capita  basis.  We  have  not,  of  course,  mentioned  in  this  respect  war  con- 
ditions, which  in  turn  are  a  factor  never  previously  to  be  reckcnuMl  with  on 
such  a  scale.  We  believe  that  some  conclusions  can  be  derived  from  statistics 
of  previous  years  which  will  still  further  demonstrate  the  reasons  for  high 
prices  measured  from  the  standpoint  of  the  unprecedented  demand. 

The  President's  comparison  seems  to  have  been  made  with  the  year  1900. 
We  do  not  know  the  source  or  the  total  of  the  figures  of  production  of  meat 
production  in  that  year.  The  census  of  1899  shows  certain  totals  of  i)roduction 
and  from  the  abstract  of  Census  of  Manufactures  of  1914,  page  36,  we  have 
taken  the  following  figures: 
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Statistics  of  meat  packing. 

[From  Census  of  Manufactures  (AbAtract),  1914,  p.  36. 


Article. 


1899 


Fresh  beef 

Fresh  veal 

Mutton  and  lamb 

Fresh  pork 

Edible  olTal  and  other  fresh  meat. 

Beef,  pickled  and  other  cured 

Pork,  pickled  and  other  cured.. . . 

Canned  goods 

Sausage,  canned 

Sausage,  all  other 

Lard 


PouTids. 

2,917,653,476 

84,548,128 

400,812,014 

1,222,007,411 

80,387,411 

137,588,508 

3,138.698.378 

112,443,021 

(») 
290,987,019 
1,019,781,839 


1904 


Pounds. 

3,748,055.377 
154,212,652 
460,7.'>4,244. 

1,224,932,910 
124,307,681 
136,896,697 

2,922,901,962 

\']     . 
334,416,039 

1,169,086,400 


Total I    9,401,909,200 


10,275,563,972 


1909 


PouTidt. 

4,200,196,668 
252,997,071$ 
495,457,894 

1,547,494,184 
257,809.083 
126,477,662 

2,829,633,003 
121,376,837 

0) 
452,867.187 
1,243, 567, 6CM 


11, 546,  Sn,  200 


1914 


3,65R.3X1  -A 

639.2^  '  • 
l,h77.(l'»     - 
06, »«    " 
91.J7i  '. 

160, 7^  "  .- 
U,iMH  Mv 
435. 14^..  X 
1, 119. 1M%  tr 


11»476,0SI 


1  No  figures. 


It  Is  usually  estimated  that  the  products  above,  prepared  in  manufacturi&c 
establishments  represent  from  50  to  55  per  cent  of  the  total  of  such  prodiirt> 
annually  prepared. 

In  other  words,  local  butchering  and  consumption  by  the  original  raiaers  or 
on  farms  is  not  included.  And,  of  course,  the  great  markets  for  the  prodoct^ 
of  the  manufacturing  establishments  are  the  cities  and  the  export  trad^ 

The  President's  conclusion  as  to  the  lessened  supply  per  capita  because  <«f 
increased  population  will  be  intensified  if,  in  connection  with  the  foregolnc 
table,  we  also  show  similarly  the  exports  of  meats  and  meat  products  fur 
the  same  years,  and  in  this  respect  it  will  be  interesting  to  observe  how  the 
port  of  fresh  meat  pratically  entirely  disappeared  between  the  years 
and  1014,  and  how  it  has  increased  since  the  war,  and  also  the  trend  of 
ports  of  hog  products  knd  their  changes  since  the  outbreak  of  the  war ; 
fore,  we  have  compiled  the  following  table  showing  exports  year  by 


Domestic  meat  and  meat  products  exported. 

[From  Department  of  Commerce.    Statistical  Abstract  of  the  United  States,  1916,  pagtt  44S,  48D,  tBL] 


Article. 


Beef,  canned 

Beef,  fresh 

Beef,  pickled  and  other  cured. 

OleooiU 

Tallow 


nOG  PRODTTCTS. 


Bacon 

Hams  and  shoulders,  cured 

Lard 

Pork,  canned 

Pork,  fresh 

Pork,  pickled 

Lard  compounds  and  other  substitutes 

for  lard 

Mutton 

Sausaee 


Total 

Cattle,  number  of  head. 


1899 


} 


Pounds. 

38,385,472 
282,139,974 

48, 144, 189 
142,390,492 
107,361,009 


562,651,480 
225,846,750 
711,259,851 

41,310,364 

137,197,200 

22,144,n7 


2,318,831,498 


379, 110 


1006 


{ 


Pounds. 

64,523,359 
268,054,227 

81,287,581 
209,658,075 

97,567,156 


361,210,563 

191,267.949 

741,516,886 

12,609,800 

13,444,438 

41,820,720 

67,621,310 

516,345 

7,926,786 


2,162,115,195 


581,238 


1907 


Pounds. 
15,809,836 

281, 661,  an 

63,008,568 
195,337,176 
127,857,739 


2S0.418, 
209,481,496 
627,&S9,0C0 
2,nO,36» 
11,467,779  I 
166,427,400 

80,148,8St 

833,998 

8,000,979 


Pommf' 
B,37K  •<• 
S0t.lM.Mt* 

47,>«iKar 
«l*4i  :t 

91.397  vr 


3»,7NK.O« 

90S.  411, :« 

4,9S7.9r 

H^37«L«P 


2,041,393,055  !      1,8B8»ni.«i 


433,051 


Sit. 
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Domrstio  meat  and  meat  producU  exported  -Contlnttecl. 


Artlcto. 


|i**'  <*nnfMd 

h**r.  frwh 

M«^j.  TiirkM  and  otber  cuivd . 

"'■•■o  **l» 

T>Ilnw 


HOO  rftODUCT^. 


Tiarrm 

II  ims  And  »hould«ni,  rtirad 

l.\f.l  

N*"  »rml  l«fd« 

l'«»r*   (^nrwd 

r  ir».  frmh , 

I   ■'  ■. ,  y*i'  M  i^Q 

L%fl  I  ompnttnd^  and  olhrr  Mibstjt»itp«« 

'f  Itrd 

M    !•   n 

^*.;    v^«» 


»00 


Poundt. 

44,7M».Ort3 
Ai.  332. 787 


aM.ft7M.n74 
212,170.224 
:.>,722,«3 


1010 


Poun^i. 


I4,M>', 
75,729,1 


:w.k7i,nn 
ia'..09i,r.7.'i 

29,37»,W2 


i.w,  ifn,  107 

.V>2,927,»>7! 


A.7M».flW 

»..v»i,:ii:. 

52,.l'.l.»J0 

75,  K1,  IM 
l,«9^,fi7l 


<,0t;2.022 

1.0M\27»» 

io.o3i,:iW 

74.:vV..rm 
i.wv.».  irj 
:..o:v.  ^.v. 


T<»tAl 1,VH.J17,2,V»»  ,     l.071,Mr.,i;i| 

('iiMl<».  number  or  hrad   207,5«2  Itv,  uo 


Arthlr. 


1«13 


1911 


toil 


Poun'lt. 
I0,S2I,:<M 
42,  MO,  7:<l 
to.  2S.i,  749 

l.»s,»y9»5,«)fi 
tt,»»n,lM 


IVsr.75,310 

i:.7,70'j,:iJrt 

I7»*.,  107.V.7 
37.VV..R12 

4,010.  *-;:» 
i.'uv..<:h 

4.%.72i».  471 

n,7M,  00 

2. 1'O.'/Ji 
4.71I..MO 

l,202.21S.319 

ro,  imi 


1915 


pnnntU.  Pnund*.  P->un'f^. 

Ti«<«>r.  mnnM ii.sai.iis  .i,  o.i.rn  :',jti,y\ 

r-vf. 'rp-h 7.  {•■:'.  i*^''  •..  "H.  01  i:ri.in."!« 

Iio«>r.  T-t< AM  and  other  ruriHl 2o.  v'-*'."!'.!  2i.  :♦.*.  ••71  Hl.'*'»,:n 

ok«i(4r 91.H|'.I.7:.7  97.017.(>^'i  H».  I»^I.1>H. 

TaUow ;«),  W). r-0  .  i:», su, mi  »,  2i\K u^s 

V.yrm 2n(i.<i«H.\H4  nM.«»»l.:>'.2  :il»"..  7l««,22: 

)i  .f  -Slid  «ho4iidfr<,  Hired r*. '»ii...k7  1«  "..  n**!.  I'M  2ii'.rni.lli 

l.»rfl      51U,jr2'..  iH4  4'»l.  r.T.  :»»•.»  17*.. '.<!  .••tK 

NftjrrHl  Inrd  » 41. 777. •.92  a**.  <-'<,  7*^.  ,  /■  .o.'l.ir.i 

r"'». tanned 4.11'^. iM  i.nn.  (U  |.M».M^ 

r- f.    fT'h 2.  :*.: '»'«7  2.«'.^o.i»  I  «t»«».  i'r< 

I  .--*.  prSslr*! 53,7*(».U/I  45.  *»H.U'»'»  4'>.'^%*., '.71 

l-anl  ^"'•mpoimd^  and  other  Mih^titntes 
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*  Trinr  to  1911.  inrhide«  neiitnil  Uu\. 

>  Int  luded  under  "OloofHl"  ptiur  to  1911. 

It  in  plainly  ImlioatcHl  from  the  n!>ovo  tluit  In  tbf»  your  is<>0  nml  for  n  ntiinlK^r 
of  y<»nr«  tlM'ronfu»r  thtTo  wmh  n  surplus  of  Invf  mimI  otlu»r  fn^^h  mt'nt  priMlticts 
whic'h  was  nmrkt'tcMl  Iarp>ly  In  (>roat  Kritaii)  ttiul  on  Uu*  (NtiitliH^it.  Ah  tlu' 
4l«*niand  In  thiH  rounti^*  l!icn»ns<»<l  wllli  tlu*  Incn^ns**  of  «nir  ixipulntion,  ntul  iiftiT 
imUK  with  ninrkcMl  lU^Toas*  of  fr4»sh  nioMt  pnMluctlMn,  onr  oxi^ortn  nattirnlly  (v\\ 
off  and  In  or  about  th4»  wiiiie  j>orlo<l  hopin  thi*  groat  dowlopm^nt  of  !!»«♦  Arcn- 
tiru*  «nd  AuHtralinn  fn»sh  niid  fr(»z«Mi  nu'at  iiHlu»itry,  fn>in  whirh  at  thi»  t>«';:lii. 
nlns  f)f  the  war  (Sreat  Britain  In  the  lanrrst  amount  and  the  renin itider  of 
Kunipe  Inri^ely  drew  Uh  siipplle».  CVmtlnlnir  onrs4*lveH  to  tlie  totaN  <inly  of  the 
two  precwHnjf  tables*  we  llnd  that  In  ^*^t>f)  out  of  a  total  prixluetlon  of 
1M4»4,IMH).L»IK)  jNinnds  uv  e\puri«'.1  'J.-llNvM.  i  is.  :  4nl  in  a.ilhinti  :i.  tli.t  .IT'.Mlo 
lU'e  eattle  which  (estlmatint;  CA)0  ixmndH  of  iMN^f  iH»r  careas**)  makes  In  i»x<f»»* 
of  275.tUMMM)0  fMuinds  of  beef,  whereas,  in  1914  and  InHmllnK  only  th«»  t^rsi  few 
months  after  the  outbreak  of  the  war.  out  of  the  production  of  n.47rt.t>r>l..'W7 
|M»undH,  wo  ex|K)rt4Ml  a  total  of  I.iri0,0<w;,ri4n,  with  live  cattle  fallen  t»ff  jm>  that 
only  IK.376  were  exiM>rteil.  And  It  Is  well  known  that  due  to  the  war  a  larjre 
imrt  of  these  Run)s  were  exiK>rte<l  In  the  last  few  months  of  the  year.  It  will 
he  noticetl  that  by  1014  th<'  exiwirts  of  fresli  iMH'f  amount  I  nx  to  2^2.130.074 
fioundH  in  1890  had  fallen  off  to  0.31U.4O4  pounds. 
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With  the  beginning  of  the  war  there  were  some  taiz  months  or  more  of  gn- 
eral  uncertainty  and  the  reversal  of  all  business  calculations,  caufltng  tremRi- 
dous  confusion  in  all  classes  of  trade,  and  in  none  more  than  in  the  live  st<vt 
and  meat  packing,  as  to  which  for  a  part  of  the  time  the  expectations  of  larj^ 
war  contracts  stimulated  prices  which  later  were  greatly  reduced  when  expi»r 
shipping  conditions  were  interrupted.  Then,  toward  the  fall  of  1915,  when  our 
own  industries  began  to  revive  from  the  shock  they  had  received  and  be^&c 
to  take  on  war-order  and  exix)rt  business,  with  this,  and  their  other  basinesK. 
there  began  a  domestic  as  well  as  foreign  demand  for  our  products  in  which  8> 
yet  there  seems  to  be  nothing  but  a  steady  and  enormous  Increase.  Embargo*^ 
and  quarantine  caused  by  foot  and  mouth  disease  outbreaks  further  o<>iii;>:: 
cated  this  earlier  period.  In  this  respect  considerable  light  can  be  thrown  npoc 
the  proposition  by  an  examination  of  the  export  figures  shown  in  the  precedliu? 
table  for  the  years  1915  and  1916,  as  to  which  exports  of  fresh  beef  advaiice«i 
from  6,394,404  pounds  in  1914  to  170.440.934  and  231,214,000  in  1915  and  191«.  n- 
spctively ;  and  of  bacon  from  193,964,252  to  346,718,227  and  579,808.786, 
tively.  We  take  up  space  only  to  point  out  one  or  two  items,  but  they 
pronounced  as  to  indicate  without  further  explanation  their  enormoiis  efr€>r: 
upon  prices. 

Also,  as  regards  domestic  demand  still  further  light  is  thro^^-n  upon  iti«  l*^ 
crease  when  we  see  the  following  figures  respecting  the  re^dence  of  our  poji': 
lation  in  1900  and  1910,  and  try  to  estimate  its  locjition  at  the  present  time  j« 
regards  urban  and  rural : 


June  1, 
1900. 


Urban  population '31, 609, 645 

Rural  population 44,384,990 


Apr.  15, 
1910. 


43.623,383 
49,348,883 


Amount. 


11,013.738 
4.963,963  ) 


Per 


11 


Of  course  any  increase  in  urban  population  is  an  indication  of  h  largely  In- 
creased demand  for  food  products  and  almost  equally  an  indication  of  decrea^^J 
production  of  agricultural  products,  at  least  relatively.  We  also  know  that  do»» 
to  the  stimulation  of  industries,  particularly  in  the  large  manufacturing  nectiim^ 
of  the  northeastern  part  of  the  country,  there  has  been  since  1010  and  1914  an 
extraordinary  increase  in  the  urban  population,  the  employment  of  labor,  aiid 
the  amount  of  wages  labor  is  receiving  and  spending  for  food  and  other  c«»in- 
modities. 

Without  dealing  in  further  statistics  at  this  time,  it  is  sufficient  to  say  thjt 
market  receipts  of  live  stock  at  the  time  and  during  this  pronounce<l  Increatv*  ic 
consumptive  demand  have  in  some  cases  actually  appreciably  fallen  off  fn«i 
prior  years  and  in  other  cases  barelj*  maintain  prior  years*  bases.  Oeneml  mo 
ditions  are  shown  by  a  live-stock  census  for  38  years  taken  from  the  Pri-ir 
Current-Grain  Reporter  Yearbook,  a  well-recognized  trade  statistical  autborlt? 


liivE  Stock  for  38  Years. 

The  Vnitc^  States  Department  of  Afpicidture^s  estimates  of  live  ntork  p*pp% 
lation  of  the  eountry  on  Jan.  i,  for  3H  years,  are  given  heloir.    AlthoMQh  jw>jii/ 
tchat  inaccurate  for  the  earlier  years,  the  figures  are  the  only  record  rstant  « f 
the  Hre-stoek  population  up  to  comparative  recent  years,  and  a»  suck   tfr 
worth  preserving: 


Year. 


•    Cattle. 


1917 68,587,000 

1916 '  61.9».000 

1916 68,829,000 

1914 56,«»a.000 

1913 ■  56,527,000 

1912 67,MO,000 

1911 ,  61.226, WO 

1910 69.080.000 

1909 71.099.000 

1908 71.267.000 

1907 72,588»996 


67.458.000 

a.«0  4« 

67.766.000 

«ta&«» 

64,618.000 

4»«aa  on 

58. 983.000 

40.  n»  •»» 

61.178.000 

SI  4n<n' 

65,410,060 

ttSttin 

58.0001,000 

5L0B»«» 

47.782.000  . 

57.21«0il 

54,147.000 

MOM  <«r 

56,004.000 

S4.«l.<«i 

5i7M,4» 

s.»ftn 

OOTEBlTMKtn:  OONTKOL  OP  UXAT-PAOKIlTa  IITDU8TEY. 


The  above  represents  the  total  live  stock  In  tbe  country  of  the  classes 
named.  It  doea  not  include  dairy  cows,  for  exnmple.  Neither  does  It  show 
reoelpts  of  live  stock  at  the  markets  for  purposes  of  sale  for  slaughter  or 
feeding.    It  represents  our  live-stock  capitul,  so  to  speak. 

An  Immediate  study  should  be  made  to  determine  the  present  supply  of  beef 
cattle  and  other  meat- producing  animals;  the  consumptive  demiind  for  freah 
and  other  meat  products;  and  to  then  determine  with  greater  accuracy  how 
much  we  can  and  should  be  preparing  and  distributing,  having  regard  to  the 
pre  ervatlon  (or  Inereasc — or  decrease,  If  necessary)  of  our  capital  fund. 

The  Increaslug  trend  of  prices  for  all  live  stock  has  been  steadily  upward 
since  1899.  subject,  of  course,  to  temporary  conditions  Id  t)etween-time  pe- 
riods due  to  legitimate  factors  and  market  condftlona.  The  following  table  in- 
dicates this  clearly : 


Y-r. 

Staers. 

Cows. 

Hogs. 

Sheep. 

Lambs. 

1M6. 

te.so 

l| 

alio 

i 

W.TS 

fl.10 
E.2S 

4.35 

li 

*>.eo 

i 

a 

g.25 
11 

IT.8S 

i 
s 

S.20 

S.0O 

t.3S 
f.CO 

(10.76 

'  It  will  be  noted  that  the  above  table  shows  "  average  prices."  Of  course,  the 
actual  prices  range  higher  and  lower,  at  dtffereut  times  in  tbe  year,  than 
the  prices  shown. 
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Oonstantly  you  will  And  a  close  paralleling  between  the  prices  paid  forllTe 
stock  and  the  meats  produced  {herefrom.  And  in  this  connection  it  is  to  borne 
in  mind,  especially  as  regards  beef,  that  the  weight  of  the  carcass  of  be«^ 
is  far  less  than  that  of  the  animal  on  the  hoof — In  round  numbers  there  being 
a  shrinkage  of  40  per  cent.  However,  the  loss  in  value  due  to  this  shrinkage 
is  all  so  nearly  absorbed  from  the  utilization  of  and  the  value  received  from 
the  hides  and  other  offal  that  the  wholesale  price  of  a  beef  carcass  can  UfniaUy 
be  calculated  at  somewhere  approximating  25  to  40  per  cent  over  the  cost  nf 
the  animal  on  the  hoof.  In  other  words,  the  beef  from  an  8-ceot  steer  will 
usually  be  found  selling  around  10  cents  to  11^  centa 

We  feel  sure  that  the  results  of  your  investigation  will  be  to  demonstrate 
that  the  net  profit  to  the  packer  for  the  handling  of  fresh  meat  varies  between 
i  cent  and  ^  cent  per  pound,  or,  even  under  the  most  favorable  clrcum8tan«*em 
such  a  small  item  is  not  to  be  appreciable  in  the  price  which  the  consumer  i« 
required  to  pay.  Furthermore,  it  will  be  observed  that  as  regards  percentae<i* 
of  profit  on  his  investment  in  the  cost  of  the  anlmnl  a  realization  of  )  cent  im>*- 
pound  by  the  packer  on  an  animal  costing  14  cents  per  pound  on  the  hoof  la 
practically  commensurate  with  i  cent  ver  pound  on  an  animal  costing  7  cent* 
per  pound.  In  this  connection  one  of  the  great  dlflnculties  in  the  business  at 
the  present  time  Is  the  enormous  Increase  in  capital  necessary  to  carry  oa  a 
business  of  a  similar  tonnage,  with  the  costs  of  live  8t<Kk  running  to  mrh 
unpr<H»edente<l  levels  as  they  now  are  ami  have  been  since  shortly  after  th«» 
outbreak  of  the  war. 

During  your  investigation  you  will  find  and  verify  our  transactions  and  the 
prices  shown  which  we  have  charged  to  our  retail  butcher  customers  for  tbt» 
various  meats  sold  by  us.  During  the  past  year  the  range  of  prices  of  caroa^ni** 
will  be  found  to  be  from  9  cents  to  18  cents  per  pound.  Our  average  receipts 
during  the  past  yenr  nt  our  difr<»rent  branch  houses  iM»r  wc<*k  from  all  Ini-f 
sold  have  ranged  l)etween  $15.RS  iier  hundre<l weight  for  the  high  week  to 
$10.15  per  hundredweight  for  the  low.  Of  course,  when  carcasM»s  are  specially 
cut  and  the  choicer  portions  sold  the  prices  will  be  found  to  be  higher  than 
those  stated,  but  they  will  not  be  out  of  line  with  these  figures. 

Furthermore,  it  will  be  found  that  ont  of  the  money  actually  taken  In  by  n« 
from  the  sale  of  all  products  derived  from  animals,  including  meats  as  well  a^ 
hides  and  other  offal,  the  cost  of  the  animals  on  the  hoof  to  us  (being  the  mom*^ 
actually  paid  to  the  commission  men  selling  these  animals,  the  bulk  of  w1)lrh 
will  have  gone  to  the  farmer)  will  amount  to  close  to  80  cents  out  of  earh 
dollar  that  we  hRve  derived  from  the  sale  of  these  go  wis.  From  the  annnal 
report  of  our  president  covering  the  last  fiscal  year  of  this  company  we  quote 
as  follows: 

••  Wages  have  been  increased  to  the  extent  of  practically  $750,000  por  year. 
All  raw  materials  and  other  raannfn hiring  costs  have  also  largely  lncrea!»e«!. 
The  grf>ss  sales  of  the  company  amounted  In  round  numl)ers  to  S134,000.00n. 
which  are  the  largest  It  hns  ever  ninde.  C»f  this  amount,  something  in  exe<*e*i* 
of  $24,0110.000  have  l)een  received  from  products  not  derive*  1  from  the  anlmaU 
bought  and  slaughtered.  Among  such  outside  products  are  butter,  e^gs.  rhee«i*. 
cottonseed-oil  pnxlucts,  such  as  ciMnivtund  and  soaps,  clwinsor.  glycerine,  etr. 
The  pn»flts  from  these  outs  hie  items  ha\'e  l>een  most  satisfactory. 

#  •      ,  •  •  •  ♦  • 

"  During  the  past  jear  we  paid  $87..'>00,000  for  the  live  stock  slaughtered. 

•  •••••  • 

"  If  we  had  been  allowpfl  arbitrarily  as  profits  the  sum  of  tl.Td^  p«»r  head  <m 
all  (tittle  siniurlitored  during  the  yenr,  and  7.'>  events  f>er  head  on  nil  hoes  an*! 
onlvf's  Hlfnichtere<l.  nufl  TA)  cf*nts  in^r  In'ad  f>n  all  sluH^p.  the  sum  total  would  N^ 
as  KH'ait  IIS  tho  totnl  profit  which  the  ofmipniiy  has  ninde  in  its  entire  <«|)emti<iii« 
during  the  year,  not  cmly  from  the  animals  slnughtere<l,  but  also  from  all  by- 
pnxlurts  and  all  the  outside  llnc^  handled  not  derlvcil  from  anlmab*. 

•  ••♦••• 

••  During  the  pnst  year,  in  Its  sale  of  meats  and  other  products  derived  trtmi 

}iTiliii:iS.  the  }>rot)ts  from  fn'sli  iimit  hiive  Ihmmi  on  hii  av«*ra}fo  si»im»(hlns  lr*iA 
th:in  oiiofMnrth  (iMit  iH»r  ikhuhI. 

"  .M««Ht  of  th**  thn»*  we  do  not  rtMiII/i'  Ih.it  In  tin*  innrk**tins  of  fn*«h  nn^f  \* 
le  quite  Impossible  to  make  any  very  extensive  profit.  With  the  exception  of  a 
r«*htrl\«'ly  siitrtl  anion  nt.  which  N  jill  that  om  Ih*  storeil  for  m<»n*  advnnfageiHx* 
nmrkrtint;,  pru<*tirally  all  fre>ii  nu'iit  must  Im>  sold  at  tlie  fioint  to  which  it  U 
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shipped  for  distribution,  and  subject  to  whatever  market  condition  may  govern 
at  the  time.  It  can  not  be  held  to  await  a  more  favorable  market.  On  the 
contrary,  the  cured  meats  and  other  animal  products  are  in  many  cases  dis- 
tributed under  our  well-known  and  well-established  trade  brands,  and  for  that 
reason  can  be  marketed  to  better  advantage  than  fresh  meats.  Furthermore, 
these  products,  especially  in  the  case  of  provisions  are  staples,  and  may  be 
held  for  sale  under  favorable  conditions,  as  reflected  in  the  quotations  of  the 
rariouB  markets.  There  is  a  demand  for  hides,  cured  meats,  etc.,  from  all 
parts  of  the  world,  which  gives  us  many  channels  for  distribution,  and  this 
enables  us  to  select  the  most  favorable  time  and  place  for  their  distribution. 

"  In  our  operations,  therefore,  the  favorable  showing  made  is  due  to  a  very 
great  extent  to  our  production  and  trade  in  other  products  than  fresh  meat. 


it 


During  the  year  the  average  cost  to  the  company  of  all  cattle  bought  was 
$7.12  per  hundredweight,  including  all  grades — the  highest  price  paid  was 
$11.75.  The  most  of  the  animals  of  a  beef  grade  cost  above  this  average  price. 
The  average  price  received  for  fresh  beef  from  all  sales  made  by  the  company 
at  its  branches  each  week  amounted  to  $9.66  per  hundredweight  for  the  low 
week  of  the  year  and  $14.13  for  the  high  week  of  the  year.  Out  of  the  differ- 
ence between  these  selling  prices  (plus  sales  of  by-products)  and  the  cost  prices 
of  the  animals  the  company  must  absorb  in  excess  of  40  per  cent  shrinkage  in 
Avelght  after  slaughter,  all  manufacturing  expenses,  as  well  as  overhead  and 
miscellaneous  costs  such  as  interest  and  insurance,  and  out  of  the  remainder 
must  derive  its  profit. 

"  It  Is  interesting  to  observe  that,  while  the  figures  in  dollars  representing 
gross  sales  from  all  products  derived  from  animals  are  probably  larger  than 
ever  before,*  the  tonnage  has  not  greatly  increased.  Practically  all  of  the  in- 
crease in  dollars  has  been  paid  to  the  farmer  and  live-stock  producer  in  the 
price  we  have  paid  for  the  animals  handled. 

"  In  fact,  the  packers  are  practically  the  collection  agents  of  the  farmer.  Out 
of  every  dollar  taken  in  from  the  sale  of  all  products  derived  from  animals 
80  cents  have  gone  to  the  farmer.  Out  of  the  remaining  20  cents  of  each  dollar 
7  cents  have  been  paid  to  the  wage  eam*er,  5  cents  for  freight,  and  4  cents 
for  other  material  needed  in  manufacturing  and  in  the  preparation  of  the  goods 
for  sale,  as  for  instance,  salt  used  in  curing,  boxes,  barrels,  tin  cans,  etc.  Out 
of  the  remaining  4  cents  there  have  been  paid  interest,  taxes,  insurance,  repairs, 
and  all  such  items,  and  of  the  residue  not  quite  2  cents  per  dollar  applies  to  the 
net  profits  of  the  company." 

As  to  the  prices  which  the  retail  butchers  charge  their  customers  we  have  no 
very  great  actual  knowledge,  but,  of  course,  we  realize  and  know  that  a  butcher 
buying  a  carcass  from  us  at  12  cents  per  pound  must,  in  his  disposition  of  the 
cuts  from  the  carcass,  charge  prices  which  vary  no  doubt  from  40  cents  per 
pound  possibly  down  to  as  little  as  5  cents  per  pound.  We  have  no  reason  to 
believe  that  the  total  increment  received  by  the  butcher  over  what  he  pays  to 
us.  even  though  some  of  his  meats  be  sold  at  a  price  as  high  as  stated  above, 
would  produce  any  unreasonable  profit  for  the  butcher,  who  out  of  such  incre- 
ment has  to  pay  the  expenses  for  rent,  meat  cutters*  wages,  delivery,  telephone, 
taxes,  and  other  erxpenses  in  connection  with  his  business,  to  say  nothing  of 
shrinkage  losses,  or  deteriorated  goods,  bad  debts,  etc. 

It  is  in  this  field  of  endeavoring  to  trace  just  exactly  who  receives  the  con- 
sumers dollar  and  in  what  projwrtion  it  is  retained  as  profit  or  paid  out  for  costs 
and  exi)enses  that  we  think  the  text  is  found  for  the  present  investigation  by 
the  commission. 

Of  course  another  very  material  factor  in  the  increased  price  is  that  growing 
out  of  the  increased  costs  of  doing  business,  which  on  an  unparalleled  scale  have 
developed  since  the  middle  of  1915.  The  packers  are  not  only  manrfCacturers 
and  distributors  of  meats,  but  they  themselves  are,  on  a  large  scale,  consumers. 
There  has  been  a  great  shortage  of  labor  and  a  constant  increase  in  the  scale 
of  wages  paid.  Fuel,  salt,  boxes,  tin,  paper,  and  all  the  manifold  items  Involv- 
ing a  total  expense  of  millions  of  dollars  per  year  have  been  the  subject  of  in- 
creased prices  to  the  packer,  except  where  he  may  have  been  so  fortunate  as  to 
be  temporarily  protected  by  some  term  contract  preserving  the  former  level. 
As  an  item  of  general  interest  we  quote  the  following  list  showing  a  comparison 
of  prices  paid  by  this  company  for  various  supplies,  which,  as  stated  above  are 
annually  purchased  by  us  to  the  extent  of  millions  of  dollars : 
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Supplies. 


•Coal.    ( We  nse  1.000  tons  per  day) : 

lY'  Kansas  slack,  f.  o.  b.  mines per  ton. 

Illinois  slack,  f.  o.  b.  mines do. . . 

Tin  plate,  use  150,000  base  boxes  per  year  f.  o.  b.  Pittsbiirgh per  base  box. 

.Solder per  pound. 

Black  sheets,  for  tanks per  hunored  weii^t . 

2"  pipe per  100  feet. 

Nails per  hundred  weigiit. 

-Car  material: 

Cast  steel  body  and  truck  bolster  for  refrigerator  cars per  pound. 

Steel  center  sills each. 

Car  springs per  hundredwdght. 

Car  couplers per  pair. 

lialleable  iron  car  castings per  pound. 

<Cotton  goods: 

40"  7  02.  burlap per  yard. 

100-lb.  burlap  Dags pertnousand. 

32"  beef  cotton per  yard. 

36"  regular  cotton  sheeting do... 

40-lb.  No.  4  cotton  duck do--. 

Boxes,  K.  D.  shocks per  tbousuid  feet... 

Oak  lard  tierces per  thousand. 

•Grocery  supplies: 

Black  pepper per  pound. 

Coriander  seed do... 

Sirup par  gallon. 

Granulated  sugar per  pound. 

Baw  sugar do... 

Paper  and  twine: 

Bag  ham  paper per  hundred  wei^t. 

Butchers  nbre  i>aper do. . . 

No.  2  glassine  paper  for  wrapping  hams per  pound. 

White  greaseproof  for  wrapping do... 

3-ply  flax  sail  twine. do... 

3-ply  India  hemp  ham  rope do . . . 

•Chemicals  for  soap,  etc: 

Soda  ash per  hundredweight. 

Nitrate  of  soda per  pound. 


Nonnal 
pnoes. 

Warprteae. 

11.36 

txao 

1.00 

^06 

^90 

r.9i 

.16 

.aai 

1.95 

10  06 

9.92 

SLlf 

3.00 

5.06 

.03 

.U 

26.00 

100  06 

1.70 

S.7% 

17.00 

6ft.  «i 

.08i 

.Oi 

.OS 

.101 

65.00 

1X7.60 

.06 

.06 

.03 

.00 

.31    , 

LOI 

20.00    ■ 

30.00 

1.10    , 

1.00 

.11 

.s 

.06 

•»i 

.»i 

.« 

.06 

.00 

.03 

.OH 

LIO 

3.56 

•:!l 

€.56 
.Mi 

.064 

.U 

.32 

.m 

.064 

•m 

.73* 

rs 

.02* 

.06 

Figures  on  all  building  over  nonnal.  55  per  cent 

We  buy  about  1,300  items  altogether  in  the  difterent  departments  of  oar  pUnu 
all  of  which  show  an  increase  from  100  to  800  per  cent 

The  commission  asks  to  what  extent  the  present  high  prices  are  Ju5ctifl«^l 
We  must  say  that  so  far  as  our  observation  goes  we  know  of  no  instance  wIm'iv 
It  can  be  said  that  considering  the  enormous  demand  and  the  relative  short asr 
in  supplies  the  present  prices  of  meats  and  meat  food  products  are  uiirea«"!. 
ably  high.  We  are  certain  that,  so  far  as  the  price  may  be  affected  by  th^ 
profit  which  our  company  can  possibly  make,  this  is  negligible.  We  state  our 
conviction  in  this  respect  based  upon  the  following  calculation.  We  know  ihac 
the  most  satisfactory  portion  of  our  business  and  that  from  which  the  greater 
proportion  of  our  profits  is  derived  is  that  from  our  by-products,  largely  th^ 
Inedible  items.  Our  total  tonnage  out-turn  is  approximately  l,000.(lUO.«o* 
pounds.  If  we  average  1  cent  per  pound  net  profit  through  the  line  we  W4»uj«1 
realize  some  $10,000,000.  Our  enrnings  for  1916,  a  very  8atisfact4>ry  year,  wtrr 
about  one-third  of  this  sum.  And  with  products  selling  on  a  basis  whotenale 
of  some  10  cents  to  20  cents  i)er  pound  we  do  not  believe  that  the  public  bti>lbc 
from  the  retailer  or  other  distributer  will  be  appreciably  affected  by  whatever 
fraction  we  might  or  do  make  from  one-fourth  cent  up  to  1  cent.  We  know  tbr 
latter  is  an  impossible  average,  even  at  the  present  time,  because  our  freoh 
meats  are  the  least  profitable  branch  of  our  business. 

Neither*do  we  criticize  the  prices  which  the  live-stock  producer  and  fmrmw 
are  receiving  for  the  animals  which  we  buy ;  they,  like  ourselves,  are  consamen 
as  well  as  sellers,  and  their  costs  of  production  and  of  feeding  as  well  as  many 
other  items  have  undoubtedly  been  materially  increased,  thus  absorbing  a  cuo* 
siderable  portion  of  the  increase  in  price  which  they  are  receiving  for  the  Ihe 
stock.  But,  of  course,  from  the  standpoint  of  the  public  and  as  measured  by  the 
price  which  the  public  pays  for  meats,  when  It  is  stated  that  out  of  each  dollar 
received  by  us  from  the  sales  of  all  products  derived  from  animala  80  cents  has 
been  paid  in  cash  on  the  day  of  purchase  by  the  packer,  it  is  readily  apftormt 
that  the  cost  of  the  live  stock  is  one  of  the  most  material  factors  In  the  high 
price  of  meats.    We  pay  cash  for  the  animals,  and  In  the  course  of  preparation 
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fiDd  cure,  and  due  to  our  sales  being  largely  made  on  credit — ^It  is  in  many  cases 
six  months  before  our  complete  returns  are  In. 

Furthermore,  we  should  imagine  that  an  investigation  will  disclose  that  on 
the  retail  distribution  sMe  the  factor  of  automobile  and  other  expensive  de- 
livery, together  with  the  public  demand  for  twentieth  century  upkeep  and 
sanitary  surroundings,  telephone,  and  high  degree  of  service,  will  be  found  the 
second  greatest  factor  in  the  high  prices  of  meats. 

II.  The  meat  packer  stands  between  the  producer  of  meat  animals  on  the  one 
hand  and  the  retail  distributor  of  their  products  on  the  other.  In  what  respect, 
if  any,  does  either  of  these  three  agencies,  in  your  opinion,  fail  to  perform  its 
proper  function  In  serving  the  ultimate  consumer? 

We  have  endeavored  in  what  we  have  previously  set  down  in  our  discussions 
of  questions  1  and  4  to  indicate  our  belief  (1)  thift  so  far  as  the  packer  is  con- 
cerned his  services  are  now  rendered  on  a  very  large  scale  at  such  a  minimum 
of  profit  as  between  the  cost  of  the  live  stock  and  the  price  he  derives  for  its 
meat  and  other  products  that  this  charge,  which  includes  the  packer's  profit, 
is  so  small  as  practically  to  be  negligible  in  the  price  which  the  consumer  pays ; 
and  (2)  that  far  from  criticizing  either  the  live  stock  producer  and  feeder  and 
the  retailer  for  their  iwrtlon  of  the  proceeds  paid  by  the  ultimate  consumer,  we, 
from  the  general  understanding  we  now  have,  would  figure  that  the  high  "prices 
the  consumer  now  pays  are  the  result  of  causes  beyond  the  control  of  any 
factor  in  the  trade  and  are  due,  aside  from  the  war  conditions  and  the  law 
of  supply  and  demand  to  such  difficulties  In  the  present  system  of  raising  and 
marketing  live  stock  and  their  products  as  can  only  be  remedied  by  closer  coop- 
eration and  improved  methods  tending  toward  operations  on  a  larger  scale. 
The  only  possible  way  for  the  prices  of  meats  to  the  consumer  to  be  materially 
reduced  would  be  for  the  Food  Controller  under  the  new  law  to  order  the 
packers  not  to  pay  the  present  high  prices  for  live  stock,  Of  course  we  doubt 
the  advisability  of  such  a  radical  measure.  In  this  connection  we  call  your 
attention  to  a  recent  article  by  S.  W.  Doty,  assistant  in  the  marketing  of  live 
stock  and  meat,  United  States  Deparment  of  Agriculture,  in  which  he  discusses 
generally  conditions  of  live  stock  and  Its  marketing  and  shows  clearly  the 
benefit  to  the  farmer  In  Increased  prices  In  having  access  to  central  markets 
and  large  packers  as  distinguished  from  being  subject  to  the  low  prices  paid  by 
local  butchers  and  smaH  local  dealers  or  buyers.  The  article  contains  a  number 
of  very  Interesting  statements  and  suggestions. 

III.  In  your  opinion  is  the  present  vast  system  of  conducting  the  meat  busi- 
ness from*  the  raising  of  the  animals  on  the  range  and  farm  through  all  the 
steps  to  the  table  of  the  consumer  the  result  of  the  operation  of  healthy,  natural 
laws,  or  is  it  in  part  the  result  of  efforts,  either  conscious  or  unconscious,  to 
interfere  with  the  operation  of  such  laws? 

The  present  system,  such  as  it  is.  Is  one  which  has  come  about  during  the 
evolution  of  business  conditions  marking  the  growth  of  the  United  States  and 
its  transition  from  an  agricultural  community  to  a  highly  Industrialized  Nation. 
The  growth  and  development  has  not  been  orderly,  and  it  has  not  been  possible 
to  arrive  at  a  preconceived  plan  in  accordance  with  which  the  Industry  should 
ultimately  develop.  In  the  midst  of  Its  progress  forward  there  have  been 
numerous  cross-currents  which  have  retarded  and  confused  ideal  development. 
In  the  main  we  believe  that  the  present  system  is  the  result  of  unimpeded 
natural  laws,  but  the  development  has  been  changed  and  modified  In  some 
respects,  which  we  desire  to  Indicate : 

1.  Since  Its  passage  and  subsequently  In  its  operation,  the  act  of  June  30, 
1906,  covering  the  inspection  of  meats,  etc.,  has  had  a  marked  effect  not  only 
In  improving  the  conditions  under  which  meats  are  prepared  and  the  quality 
and  wholesomeness  thereof,  but  has  largely  standardized  the  methods  of  opera- 
tion That  has  stabilized  competitive  conditions,  but  has  also  had  a  very  con- 
siderable part  in  increasing  the  cost  of  operation  and,  therefore,  the  prices 
which  the  packer  should  receive. 

2  While  United  States  Inspection  Is  regarded  universally  as  of  tremendous 
benefit  and  necessity.  It  Is  nevertheless  to  be  noted  with  regret  that  It  exposes 
the  larger  packers  to  a  very  severe  species  of  unfair  competition.  In  other 
words,  their  costly  United  States  inspected  products  have  to  meet  In  the  mar- 
kets particularly  In  the  larger  cities,  the  products  of  uninspected  packers, 
which  at  the  best  can  safely  be  said  to  be  prepared  under  condition  not  nearly 

so  hygienic  or  so  costly.  ^  ^^    j>    ^       ,      ,    ^ 

3  As  indicating  certain  of  the  extra  costs  and  some  of  the  factors  involved 
In  the  matter  of  cost  of  operation  and  profit  we  wish  to  cite  a  list  of  subjects 
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covered  and  discussed  in  a  recent  meeting  of  a  special  committee  of  the  Ameri- 
can Meat  Packers*  ARsocintlon  appointed  by  Invitation  of  the  Department  of 
Agriculture  and  a  committee  representing  the  Meat  Inspection  Division  of  the 
Bureau  of  Animal  Industry.  The  general  subject  of  th^  meeting  was  the  nei-*-H- 
slty  for  the  conservation  of  meat  food  products  and  the  elimination  of  wajite. 

Among  the  subjects  discussed  were  the  following:  Uniformity  in  constnilii); 
regulations ;  waste  on  hog  heads,  livers,  hearts,  also  scrap,  various  fnts,  snussi^o 
ends,  beef  heads,  ruffles,  canning,  canning  leakers,  unneces^sary  feeding  In  st<«c*k 
yards,  scalded  hogs,  sliop  fat,  excessive  trlintnlng,  slow  railroad  trans|>ortati*»fi, 
killing  of  young  stock,  killing  of  female  stock,  label  expense,  cost  of  con  struct  loo 
changes,  sterilizeil  i)r(>ducts,  carelessness  of  packing  house  employees  In  han- 
dling proiluct,  unnwessiiry  making  of  Ininlible  prrxluct  from  e<llble  mat^H'Inl. 
wastefulness  of  packers*  trimmers,  causes  for  condemnations  on  relnspeett«»ii. 
oleo  stearlne,  proper  packing  house  equipment  to  save  valuable  product  fn»iu 
losses,  etc. 

We  venture  the  assertion  that  each  of  the  Items  mentioned  involves  thou- 
sands  of  dollars  annually,  either  in  the  way  of  economy  in  doing  busine»  <>r 
in  the  saving  of  what  would  otherwise  be  a  loss — and  this  too  without  In 
anywise  impairing  the  Integrity  of  the  inspection  service. 

4.  We  wish  to  point  out  another  detail  where  there  has  been  what  appenn* 
to  us  an  arbitrary  interference  with  a  natural  ectmomlc  law.  This  grows  €»ut 
of  the  situation  respecting  the  discrimination  imposed  by  the  carriers  In  tb^ 
territory  east  of  the  Mississippi  Uiver  upon  the  transportation  of  fresh  meat 
and  in  favor  of  live  stock : 

It  is  a  well-recognized  fact  that  live  stock  can  not  be  transported  %vithcMit 
shrinkage.  This  has  been  amply  demonstrate<l  by  Investigations  made  throiixrti 
the  Department  of  Agriculture,  notably  Unlte<l  States  Department  of  Agricul- 
ture Bulletin  No.  25.    The  longer  the  haul,  the  greater  the  food  loss. 

In  recognition  of  the  need  for  conservation,  by  reducing  the  shrink,  extenfflve 
packing  plants  have  been  located  on  and  west  of  the  Missouri  River,  so  timt 
the  live  stock  supply  from  the  great  corn  belt  may  be  marketed  with  the  lea«n 
amount  of  tranAiK)rtation,  but  the  full  benefits  which  should  accrue  to  the  lire- 
stock  producer,  and  to  the  public,  by  the  operation  of  the  economic  principle 
Involved,  has  been  lost  to  an  appreciable  degree  by  an  adjustment  of  f relish t 
rates,  which  transports  the  live  animal  at  a  substantially  less  charge  than  the 
product  The  effect  of  this  has  been  to  force  tlie  movement  of  the  animal  out 
of  its  natural  channel,  and  to  distant  markets,  resulting  in  a  loss  of  meat-fo<^i 
and  waste  of  transportation 

Approximately  70  per  cent  of  the  cattle,  51  per  cent  of  the  hogs,  and  71 
per  cent  of  the  sheep  of  the  United  States  are  raised  west  of  the  Missiiislripl 
River.  About  53  per  cent  of  the  cattle.  5S  per  cent  of  the  hogs,  )ind  70  pi^ 
cent  of  the  sheep  produced  in  the  United  States  are  slaughtered  In  the  terri- 
tory east  of  the  Mlsslssiiipi  River.  Practically  85  per  cent  of  the  fresh  meats 
prcMluctMl  at  plants  on  the  Missouri  River  are  markete<l  in  the  territory  easst 
of  the  IlllnoiH-Indiana  State  line.  The  investigation  of  the  Department  ««f 
Agriculture  shows  that  the  greatest  shrinkage  occurs  within  the  first  24  hour* 
of  transf>ortation,  but  there  is  a  continued  and  constant  shrinkage  for  every 
hour  that  live  stock  Is  in  transportation.  During  this  time  of  sach  urxent 
need.  It  seems  that  there  is  every  opportunity  for  a  material  saving  to  be 
effe<'ted  in  this  respect. 

This  dot*s  not  consider  the  waste  of  transportation  that  results  from  tb«* 
movement  of  live  animals  versus  the  manufactured  product.  A  glimpse  at  that 
feature  shows  the  foUow^lng: 

To  move  100  cars  of  cattle  means  the  transportation  of  approximately  nine 
and  a  half  million  poun<lH  of  weight.  To  handle  the  product  In  the  sanx* 
manner  requires  but  00  cars,  and  the  handling  of  a  total  of  7,084^20  p«Kin«l« 
of  weik'ht.  The  waste  of  transi)ortatlon  amounts  to  1,515,480  pounda  for  which 
the  public  ultimately  pays. 

In  c«>n<iuslon  we  siiQply  wish  your  commission  to  know  and  to  uoderstmnO 
that  our  company  has  no  plant  In  Chicago  and  that  our  operations  are  entlrvij 
on  the  Missouri  River  or  west  thereof,  where  we  located  our  plants  orlglnaUj. 
believing  that  nearest  access  to  our  live-stock  omterial  was  of  the  greater 
advantage  to  us  In  their  location.  The  situation  respecting  railroad  rates 
which  we  pointed  out  previously  has  been  an  enormous  practical  ha  ml  leap  to 
That  matter,  as  the  result  of  our  efforts  through  a  number  of  years  last 
Is  now  one  cif  those  which  Is  aliout  to  be  the  subject  of  Investigation  by  tke 
Interstate  Commerce  Commission. 
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We  have  tried  in  the  preceding  to  point  out  to  you  a  considerable  number  of 
"What  appear  to  us  to  be  the  most  practical  points  in  which  you  will  be  inter- 
ested in  your  investigation.  Many  other  points  could  be  suggested,  but  our 
memorandum  is  even  now  unduly  long.  We  appreciate  the  opportunity  given 
us  to  make  this  statement.  During  the  course  of  the  investigation  we  will  be 
prepared  to  furnish  you  with  any  information  which  we  possess  which  will  be 
of  assistance  to  you,  and  we  hope  that  as  the  result  of  this  investigation  your 
report  may  be  so  prepared  and  carry  such  weight  as  to  satisfy  the  public  as 
to  the  facts  respecting  the  causes  for  high  prices,  and  that  particularly  as 
regards  there  being  any  violations  of  law  having  this  result,  such  a  conclusion 
is  entirely  unwarranted. 

Respectfully  submitted  on  behalf  of 

The  Cttdahy  Packing  Co., 
E.  A,  CuDAHY,  President, 

Mr.  Creioh.  Of  course,  I  understand  that  the  bill  before  you  tech- 
nically is  the  Sims  bill,  and  that  the  Kendrick  bill  being  before  the 
Senate,  is  not  yet  over  here.  It  seems  to  me  that  in  the  bills  that 
include  the  licensing  provisions  there  was  the  general  provision  here, 
that  if  after  investigation  certain  of  the  practices  in  connection  with 
licensing  were  found  to  have  been  indulged  in,  then  notice  was  to  be 
given.  I  think  I  am  now  referring  more  to  the  Kendrick  bill  than 
the  Sims  bill,  but  there  is  a  provision  for  an  order  to  desist,  and 
under  certain  circumstances  in  the  case  of  a  second  offense  a  provi- 
sion that  a  hearing  should  then  be  granted  giving  the  official  admin- 
istering the  license  the  power  then  to  entirely  revoke  the  license,  or 
to  make  some  other  terms.  It  struck  me  as  a  rather  curious  provi- 
sion that  a  hearing  should  be  granted  after  the  first  investigation 
had  bejen  made,  there  being  no  provision  in  the  first  investigation  for 
a  hearing.  I  wondered  how  many  times  we  might  be  in  the  aspect 
that  our  company  happens  to  be  in  respect  to  this  Trade  Commis- 
sion investigation,  here,  which  I  suppose  is  an  anvestigation,  and  yet 
where  an  ex  parte  proceeding  a  finaing  might  be  made  and  we  might 
be  up  against  a  second  hearing  on  an  alleged  offense,  where  the  thing 
had  been  precipitated  to  the  point  where  the  official  might  deprive  . 
us  of  our  entire  business.  It  seemed  to  me  that  if  that*  bill  is  ever 
up  for  discussion  by  this  committee,  certainly  the  packer  or  the 
licensee  ought  to  be  amply  protected,  with  the  fullest  possible  rights 
on  the  first  investigation  to  be  heard. 

I  was  quite  interested  in  coming  down  on  the  train,  in  a  little 
pamphlet  that  had  been  sent  in  by  some  association,  discussing  some 
l!nglish  laws,  to  find  in  connection  with  some  licensing,  I  think  in 
connection  with  the  alien  enemy  act,  or  something  of  that  sort,  that 
there  was  a  provision  put  in  to  the  effect  that  "  before  a  license  is 
refused,  revoked,  or  suspended  by  the  board,  an  opportunity  is  to  be 
furnished  to  the  applicant  to  show  cause  why  such  action  should  not 
be  taken.*'  It  seems  to  me  that  certainly  that  if  it  gets  down  to  the 
consideration  of  any  licensing  feature,  propositions  for  ample  hear- 
ings and  for  presenting  our  views  in  the  event  of  arbitrary  action, 
and  for  the  compelling  of  the  granting:  of  a  license,  or  the  giving 
of  one  after  the  facts  are  presented,  if  they  warrant  such  action, 
certainly  are  things  that  ought  to  be  given  very,  very  careful  consid- 
eration by  any  committee  considering  legislation.  Otherwise  the 
dangers  that  a  man  would  be  subjectea  to  in  running  a  business  as 
enormous  as  that  of  a  packing  company,  wherein  the  flash  of  an 
instance,  on  account  of  anything  that  anyone  of  thousands  of  subor- 
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dinate  employees  might  do,  would  create  a  tremendously  dangerous 
and  utterly  un- American  and  impractical  business  situation. 

I  want,  if  I  might  have  a  few  moments  more,  to  touch  upon  one 
other  aspect  of  this  license  situation. 

Curiously,  as  you  read  those  bills,  you  will  find  that  on  the  question 
of  licensing  and  the  terms  that  are  to  be  imposed  in  that  licensinfr 
they  are  an  absolute  blank.  I  do  not  know  how  we  could  test  out« 
if  we  were  to  get  down  to  a  consideration  of  this  bill,  the  real  puipo*^* 
and  possible  effects  of  the  bills,  these  factors  as  to  what  things  may 
be  put  under  the  license  provision,  being  undetermined  in  the  law. 
without  possibly  going  a  bit  into  these  hearings  and  somewhat  into 
past  history,  and  seeing  if  we  can  not  determine  the  purposes  of 
those  who  are  the  advocates  of  the  bill  on  the  other  side. 

I  was  very  much  interested  in  connection  with  some  of  the  testi- 
mony which  has  been  given  by  Mr.  Fisher,  for  example,  the  counsel 
for  the  market  committee  of  the  American  National  Live  Stock  As- 
sociation, in  these  things  over  before  the  Senate  committee  or  befon* 
your  committee.  It  must  have  been  before  your  committee,  becau^^ 
Mr.  Sweet  says: 

I  would  like  to  ask  this  question :  In  framing  this  lloenHe  whHt  would  y«pti 
bane  It  upon,  mainly? 

Mr.  Fishes.  When  you  say  **  mainly  **  I  do  not  know.  I  certainly  would  tk*< 
make  the  proflt  the  chief  or  the  exclusive  purposes. 

If  the  situation  of  this  business  Is  such  that  It  is  to  he  put  under  n<xm««^ 
that  is  to  say.  If  we  are  prepare<l  to  concede  free  and  open  oompetlttoo  U  D«»e 
prnctlcully  available — then  it  must  be  treated  on  the  basis  of  a  regulated  ok>> 
no|M)ly;  and  the  first  and  most  important  thing  In  regulating  monoiMUy  i«  t-> 
mak(*  sure  of  Its  economic  efTect  on  the  whole  subject  of  production,  an* I  1 
would  control  the  prices  they  pay  for  their  live  stock  and  not  primarily  Th«» 
margin  between  what  they  paid  and  what  they  got  for  It 

I  think  that  is  a  pretty  frank  statement  of  the  purposes  of  some  of 
the  advocates  of  the  bill,  the  control  of  prices,  and  as  I  got  to  study- 
ing that  a  little  bit  more  and  going  into  the  matter  of  the  character  of 
the  hearings  that  have  been  had  before  the  Senate  Committee  on 
Agriculture  in  earlier  stages  of  this  same,  you  might  call  it,  con- 
troversy, or  propaganda  in  respect  to  regulating  the  packing  housir^ 
I  was  much  interested  in  coming  upon  certain  statements  in  conne-  • 
tion  with  the  operations  under  the  Food  Administration. 

Of  course,  the  Food  Administration  act  does  contain  thive  licensiiur 
provisioDs,  and  it  has  been  departmentalized,  and  I  do  not  believe 
any  of  the  larger  packers  feel  but  what  it  was  a  highly  difficult  job 
for  the  Food  Administration,  and  that  in  many  aspects  that  lob  has 
been  very  well  done  in  connection  with  the  live-stock  production, 
and  ho  on,  and  they  have  pro[>erly  taken  into  their  bureau  cer- 
tain of  the  livt»  stock  pnxlucera  Those  working  in  that  biiroan. 
according  to  this  record,  took  the  following  action.  I  now  quote 
from  part  7  of  tlie  hearings  before  the  Committee  on  Agriculture  4if 
the  Senate,  of  March  19  to  March  30, 1918,  page  621.  It  appears  that 
certain  officials  over  there  worked  out  in  cooperation  with  the  liv. 
stock  pro<lucers  quite  a  lengthy  report  as  regards  this  relation^ip« 
possibly  between  com  and  hogs,  that  we  even  in  the  last  few  weeks 
navo  heard  something  about,  and  then  certain  recommendatioiis 
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given  in  a  lengthy  report  of  a  subcommittee,  among  other  items  of 
^which  were  the  following: 

To  carry  out  the  foregoing,  the  following  suggestions  are  offered : 
-  (a)  Arrangement  through  the  Food  Administration  of  a  Government  guaranty 
that  the  price  of  next  spring's  pig  crop  shall  not  fall  below  the  actual  cost  of 
production  plus  a  reasonable  profit,  said  guaranty  to  cover  the  fat  hogs  mar- 
keted between  August  1,  1918,  and  April  1,  1919. 

All  through  that  report,  and  it  seems  to  me  through  the  propa- 
ganda of  the  very  active  associations  which  have  been  lined  up  in 
favor  of  this  regulation  of  the  packers — ^I  mean  by  that  the  large 
committee  that  has  been  formed  of  the  various  farmers'  organiza- 
tions represented  by  some  of  the  agents  who  in  these  hearing?  have 
already  stated  the  associations  that  they  represent — ^the  whole  situa- 
tion revolves  around  the  proposition  for  the  treatment  of  the  farmer 
and  the  live-stock  producer  by  some  system  which  under  license  will 
bring  to  the  producer  a  basis  or  price  which  the  packer,  or  whoever 
buys  from  the  producer,  shall  be  compelled  to  pay,  fixed  on  the  cost 
of  production  plus  a  profit.  Now^  it  seems  to  me  that  is  a  pretty  big 
subject.    I  do  not  want  to  discuss  it,  and  I  do  not  feel  that  I  am  com- 

Eetent  to  discuss  it  from  the  standpoint  of  an  economist,  and  so  on^ 
ut  I  just  want  at  least  to  suggest  the  thing  that  occurs  to  us  from  day 
to  day  in  a  packing  house.  Of  course,  we  realize  the  situation  of  the 
producer  and  particularly  feeder,  who  has  bought  cattle,  for  example^ 
from  the  live-stock  raiser,  that  during  the  course  of  the  time  tnat 
he  has  to  feed  them  up,  is  something  oi  a  gamble  as  to  what  the  mar- 
ket is  to  be  at  the  time  the  stock  is  returned  for  sale. 

In  effect,  the  live-stock  feeder  of  fat  animals,  and  the  hog  producer, 
too,  when  the  time  comes  that  the  animal  shall  be  marketed,  has  a 

Eerishable  product  which,  unless  it  is  sold  at  that  time,  can  not  be 
ept  without  involving  possible  shrinkage  and  depreciation  in  value 
and  loss  by  way  of  feed  and  other  things  to  the  producer.  It  seems 
to  me  he  is  up  against  a  market  situation  at  the  time  that  animal 
comes  to  be  sold,  and  he  is  in  identically  the  same  situation  that  the 
packer  is  who  buys  the  animal  and  then  sells,  at  least  in  the  case  of 
cattle.  A  very  large  part  in  the  case  of  cattle,  both  of  value  and  the 
weight  of  the  animal,  involve  possible  loss  to  the  packer  when  he  gets 
his  perishable  products  in  the  market  to  sell,  depending  upon  the 
market  conditions  at  that  time.  There  is  a  tremendous  distinction, 
economically,  commercially,  and  every  other  way,  between  the  per- 
ishable thing  and  the  stable  thing,  as  in  the  case  of  grain  or  other 
things  which  do  not  perish  rapidly  and  which  may  oe  held  for  a 
favorable  market.  In  my  judgment,  so  far  as  I  have  studied  the  ques- 
tion— and  I  have  been  in  the  business  a  great  many  years  watching 
this  public  sentiment  centering  aroimd  the  packer — this  complaint  on 
the  part  of  the  producers  is  due  more  to  the  fact  that  his  stuff  is 
perishable  than  it  is  to  his  being  arbitrarily  taken  advantage  of  by 
anv  combination  or  any  other  forms  among  the  packers  which  will- 
fully is  robbing  him  and  depressing  the  prices.  Of  course,  when  you 
get  into  the  field  where  the  producer  thinks  he  has  to  have  his  cost 
plus  a  reasonable  profit,  then  the  packer  should  have  a  reciprocal 
right  as  regarding  his  perishable  product,  to  obtain  cost  plus,  and 
when  we  work  that  down  to  the  retailer  he  probably  is  entitled  to  the 
same  thing,  and  on  the  other  hand  somebody  has  got  to  get  a  return — 
somebody  has  got  to  be  made  to  buy  at  a  price  which  will  cost  plus 
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a  reasonable  profit  all  the  way  down  the  line;  although  I  do  not  pre- 
tend to  be  an  economist,  it  seems  to  me  that  is  about  as  impossibie 
a  task  as  to  make  water  flow  up  hill. 

Just  one  other  point  along  this  same  line:  It  was  interesting  t" 
watch  these  organizations  at  the  producing  end,  all  of  whom  I  a£nit 
have  a  right  to  organize  for  the  sake  of  effecting  anything  in  the  waj 
of  securing  advantages  that  may  be  brought  about  for  them  so  far  a- 
their  methods  are  proper,  and  it  was  interesting  to  find  a  staten^nt 
on  the  Senate  side  in  connection  with  some  cooperative  farm  or- 
ganization with  reference  to  their  desire  to  have  cooperative  packing 
points,  and  also  the  desire  that  they  should  have  the  facilities  for 
distribution,  namely,  the  refrigerator  cars,  without  the  investment 
expense  in  connection  with  the  business,  and  still  more  the  branch- 
house  feature.  Of  course,  I  think  you  have  heard  enough  detail  thus 
far  on  the  packing  business  to  appreciate  that  the  branch  house  i« 
an  utterly  different  proposition  than  a  cold  storage  warehouse.  TI:» 
Trade  Commission  in  its  summary  and  in  its  report  deals  with  th« 
branch  house  as  though  it  was  something  in  connection  with  the 
railroad  terminal.  Probably  this  has  already  been  explained  to  yoo- 
It  is  far  from  a  railroad  terminal.  In  fact,  in  connection  with  oar 
business,  the  branch  house  is  a  thin^  of  brains,  a  thing  of  skilled  em- 
ployees ;  it  is  a  thing  involving  ability  to  buy,  ability  to  estimate  and 
forecast  the  market,  and  the  consumption,  and  ability  under  neces- 
sity for  handling  perishable  products  without  deterioration^  a  place 
that  affords  opportunity  to  the  butcher  to  come  and  buy,  a  place  that 
requires  credit  facilities  and  collection  facilities,  and  also  a  facility 
which  is  the  very  pulse  of  the  central  executive  management  in  con- 
nection with  buying  operations.  Of  course,  unless  there  is  consumt 
flexibility  and  constant  knowledge  all  the  way  through  the  organize- 
tion,  there  is  no  way  of  knowing  how  you  are  going  to  buy. 

The  branch  house  has  to  know  how  you  market  at  all  these  dis- 
tributive points,  whether  up  or  down,  and  anyone  who  ran  hi* 
business  on  the  basis  of  what  appears  to  be  the  conception  of  th^ 
Federal  Trade  Commission  as  to  what  a  branch  house  is;  namely, 
some  place  where  anybody  can  send  in  all  their  stuff,  and  after  that 
have  a  Government  official  or  somebody  else  dispose  of  it,  would  soon 
make  a  failure  of  his  business.  I  suppose  any  of  the  packers*  if  it 
could  be  worked  out,  would  be  quite  glad  to  have  such  cold  stor^jsv 
warehouses  established  by  the  Government  as  that  on  some  price 
bases  would  take  off  their  hands  the  manufactured  products  which 
they  had  made,  but  I  am  inclined  to  think  that  the  moment  anybody 
begins  to  figure  how  that  would  work  out  as  regards  the  consumer 
and  whether  it  would  be  properly  distributed  and  what  the  cost  would 
be,  and  whether  with  perishable  products  of  this  kind  there  wouM 
not  be  an  enormous  loss,  and  many  times  starvation  on  the  part  of 
great  cities,  it  seems  to  me  the  conclusion  would  be  reached  Uiat  the 
food  supply  ought  not  to  be  centralized  into  anything  that  has  thb 
warehouse  proposition  about  it. 

It  seems  to  me  that  as  far  as  you  gentlemen  are  concerned  and  a< 
fas  as  anyone  who  is  interested  in  the  subject  of  maiket  distribo- 
tion  is  concerned,  who  tries  to  get  into  the  philosophy  of  the  thinit  • 
little  bit  and  the  general  laws  governing  it  that  you  could  not  get 
a  more  wonderful  illustration  of  an  experimental  field  than  to  |^^ 
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down  about  Seventh  Street  and  Pennsylvania  Avenue  and  figure  out 
whether  the  market  down  there,  even  respecting  the  packing  situa- 
tion is  a  free  market,  and  whether  an  outeide  concern,  a  cooperative 
concern,  would  have  any  difficulty  in  getting  into  that  market.  You 
will  find  in  proper  seasbn  everything  from  a  truck  garden  man  who 
brings  his  wagon  in,  and  the  Italian  fruit  vendor,  and  a  little  sau- 
sage man  and  somebody  who  has  only  a  stall,  and  somebody  who  has 
a  great  building,  and  somebody  who  does  his  business  in  a  cellar  and 
another  who  conducts  his  business  in  his  pocket,  almost.  There  is 
every  variety  in  the  world  down  there  of  merchandising  distributive 
organizations,  and  if  anybody  to  go  down  and  take  a  look  at  it  and 
then  as  regards  the  branch  house  end  of  the  packing  business,  say 
that  they  combine  in  the  sale  of  all  the  different  classes  of  goods  that 
they  handle,  and  say  that  there  is  anything  that  savors  of  the  closed 
shop  down  there,  it  would  be  a  great  surprise  to  me. 

As  regards  the  proposition  of  regulating  prices,  you  can  get  a  very 
good  idea  as  to  market  conditions  if  you  will  read  what  is  said  in  the 
reports  of  various  market  commissioners,  which  show  variations  of 
$2  a  hundred  weight  one  week,  and  the  next  day  a  variation  of  a  dol- 
lar on  the  same  commodity  per  hundred  weight,  you  will  certainly  see 
that  this  proposition  of  fixing  prices  is  not  the  prevailing  wav  in 
which  busmess  is  done.  From  the  standpoint  of  the  Cudahy  Packing 
Co.  I  want  to  say  that  we  are  and  have  been  in  the  business  competi- 
tively for  all  the  years  that  we  have  grown  up.  In  this  connection  it 
is  interesting  to  read  the  old  Senate  reports  back  in  1889,  at  the  time 
when  all  these  possible  things  were  prophesied  about  the  packers. 
There  were  Messrs.  Swift,  and  Morris  and  Armour  and  Hammond  at 
that  time,  but  no  mention  was  made  of  Cudahy.  We  were  not  in  ex- 
istence then,  or  were  hardly  in  existence;  but  in  the  lapse  of  time  this 
organization  that  was  not  mentioned  in  connection  with  these  fore- 
bodings a  few  years  ago,  is  up  in  pretty  good  company  now,  although 
it  is  not  the  biggest  company. 

Mr.  Chairman,  I  believe  Mr.  Cudahy  himself  is  to  appear  before  the 
committee  according  to  your  arrangement. 

The  Chairman.  That  is  a  matter  to  be  arranged  between  you  and 
Mr.  Wilson. 

Mr.  Creigh.  I  have  nothing  further  to  say,  except  in  answer  to  any 
questions  you  may  care  to  ask. 

Mr.  EscH.  In  the  latter  part  of  section  3  of  the  bill  it  says : 

That  tlie  provisions  of  such  license  may  include  the  relation,  direct  or  indirect 
of  the  licensee  to  the  purchase,  manufacture,  storage,  or  sale  in  interstate,  of 
commodities  other  than  live  stock  and  the  products  derived  or  in  part  from  Uve 
stock  or  the  slaughtering  of  live  stock. 

In  your  opinion,  would  a  license  with  such  powers  granted  enable 
the  Government,  through  whatever  agency  it  might  select,  to  bar  the 
packers  from  engaging  in  what  might  be  called  side  line  business? 

Mr.  Creigh.  Well,  it  seems  to  me  the  language  there,  while  some- 
what indefinite,  nevertheless  can  fairly  be  interpreted  as  an  indication 
that  some  one  is  to  have  the  power  of  saying,  with  reference  to  the 
license,  as  to  the  kind  of  business  that  you  may  do.  And  might  I,  in 
that  connection,  Mr.  Esch,  say  a  word  if  it  will  not  put  you  off?  It  is 
right  on  this  subject  here.  Obviously,  as  we  can  see  by  the  Trade 
Commission's  report,  and  what  we  hear  about  the  wholesale  groceries 
being  put  out  of  business  by  the  packers,  we  can  figure  that  some  such 
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idea  as  that  is  in  the  minds  of  whoever  are  the  advocates  and  the 
draftsmen  of  this  bill. 

Of  course,  you  gentlemen  have  all  heard  up  here,  in  this  oommittee 
particularly,  the  proposition  of  limited  prices  on  specialty  articles. 
Amon^  other  things,  the  Cudahy  Packing  Co.  has  a  specialty  article 
of  which  it  is  very  proud.  Old  Dutch  Cleanser,  going  to  the  grocery 
trade.  We  originated  it.  We  had  a  limited  price  selling  plan  that 
operated  only  in  the  jobbers'  trade,  that  we  thought  was  entirely  fair. 
However,  and  very  properly,  the  Trade  Commission,  in  connection 
with  trying  to  work  out  the  subjects,  began  proceedings  after  filing 
its  complamt  against  us,  to  get  us  away  from  this  limitation  of  price 
to  the  jobber. 

That  prelude  is  rather  immaterial  to  this,  nevertheless  they  pro* 
ceeded,  and  after  a  full  hearing  the  trade  commission  makes  this 
finding  in  a  decree  in  our  case,  which  reads,  among  other  things,  as 
follows,  and  I  quote  now  from  the  last  annual  report  of  the  com* 
mission,  page  129 : 

That,  expresned  In  the  form  of  a  peroentnge  of  the  net  snlen,  the  totnl  cons 
or  expense  of  Jobbers  and  wholeHslers  selling  ar<H)nlhi^  to  ciiKtoinnry  Jiil>hliic 
methods  mnge  from  6J{  |ier  cent  to  10.71  tier  tTnt,  nnd  that  the  <*oninu>n  ft^re 
(1.  e.,  the  predominant,  typical,  aiul  niOKt  fre<|uent  tiinire  nnd  tlie  one  anmnd 
whtcli  the  flfcureH  of  all  wholesalers  center)  la  8  |>er  cent:  tliut  some  of  surli 
concerna  have  Interest  charges  which  range  from  0.4  iH»r  ivnt  to  3Jtt  i»er  i-^^nt 
on  net  sales,  and  that  the  common  fifcnre  la  1.5  i)er  cent,  etc. 

And  then  the  commission  makes  this  finding  in  our  cinie : 

That  respondent,  by  Us  policy  of  maintaining  prices  and  dlatTlmlnatinK  and 
refusing  to  sell  to  Jobl)ers  ami  other  wholesalers  failing  to  adhere  to  suoh 
prices,  endeavors  to  protect  ond  has  protected  the  relatively  higher  <n>Ht  autl 
leas  efficient  Jobbers  and  other  wholesalers,  instituting  the  hulk  of  the  job- 
bing and  wholesale  trade,  In  the  gross  profit  margins  fixed  as  afon>Miild  against 
the  eom|H*titlon  of  relatively  lower  and  more  efficient  Jol>l>erK  and  otlier  wholt^ 
salers. 

I  do  not  think  that  was  perhaps  a  fair  finding  against  the  whole- 
sale trade  of  the  United  States,  but  it  socmiis  to  mo  that  it  wa^ 
rather  an  indication  that  perhaps  some  of  this  sentiment  the  com- 
mission expressed  as  regards  the  jobber  possibly  being  driven  out 
of  business  by  the  packer  might  relate  back  and  have  some  c<mnoc- 
tion  with  the  commission,  at  least  finding  in  our  case,  to  the  effect 
that  their  scale  of  doing  business  was  so  high  that  soinel)ody  t^l-^e 
might  undersell  them. 

I  am  sorr>'  I  have  made  my  interjection  so  ]<mg,  but  I  thought  thi<« 
reference  to  the  jobbing  situation  would  be  of  some  intore*^t. 

Mr.  Escn.  How  is  Old  Dutch  Cleanser  connected  with  the  park- 
ing industry  ?    How  did  you  come  to  get  into  it  i 

Mr.  Creioh.  Almost  from  the  beginning  of  the  packing  industry 
we  have  had  soaps,  of  course.  In  connecti/m  with  soap«  we  have 
salesmen  out,  and  we  have  a  distributing  system  for  the  ^oap,  and,  of 
course,  the  soap  trade  at  times  has  been  in  such  shape  that  it  ha^ 
not  been  profitable,  so  our  people  began  to  lxM>k  around  to  see  if  tlien? 
was  not  some  other  thing  through  which  they  could  utilize  lK>th 
some  of  the  packing-house  fats  and  also  their  selling  orgainzation, 
and  thev  developed  Old  Dutch  Cleanser,  and  it  has  been  i-ery  success- 
ful in  tliat  respect. 

Mr.  EscH.  Do  vou  think  that  it  would  be  wise  if  we  were  to  l^i.^ 
late  to  equdize  the  flow  of  stock  to  the  central  markets,  instead  of 


GOYSSBNMBNT  CONTBOL  OF  MEAT-PACKING  INDUSTRY.       1193 

having  it  come  in  on  Mondays  and  Wednesdays,  in  order  to  stabilize 
the  price  and  prevent  fluctuation? 

Mr.  Creigh.  Well,  in  that  respect,  I  would  like  to  ask  that  ques- 
tion of  Mr.  Cuhady,  he  being  a  more  practical  man  than  myself. 
Nevertheless,  the  packer  has  an  interest,  it  seems  to  me,  in  having 
a  relatively  even  supply  of  live  stock  that  will  just  about  take  the 
capacity  of  his  plant.  I  think  the  others  have  stated  to  you  the 
old  Chicago  situation,  and  you  understand  our  company  has  no 
plant  there.  However,  I  remember  the  day  the  market  something 
that  really  did  not  operate  to  anyone's  advantage.  Whether  some 
one  could  invent  a  scheme  of  regulating  the  flow  here  and  get  in 
the  quantities,  it  seems  to  me  the  competitive  packing  house  would 
have  a  whole  lot  of  interest  in  who  was  to  regulate  it.  It  seems 
to  me  the  individual  jobber  is  apt  to  have  a  good  many  kicks  coming 
if  he  can  not  ship  to  you  when  he  wants  to,  but  that  is  not  a  packer's 
problem. 

Mr.  DoREMus.  If  there  is  anything  in  this  bill  which  limits  the 
number  of  products  that  shoula  be  handled  by  the  packing  house, 
it  starts  with  section  3,  which  authorizes  the  President  to  insert  in 
the  license  such  terms  and  conditions  as  he  may  deem  proper.  With- 
out asking  you  as  to  the  constitutionality  of  a  provision  of  that  kind, 
do  you  think  that  section  3  empowers  the  President  to  issue  a  license, 
say  to  the  Cudahy  Packing  Co.,  for  instance,  that  would  limit  your 
business  to  the  purchase,  sale  and  packing  of  meat  products  and 
their  legitimate  hyproducts,  to  the  exclusion  of  everything  else  ? 

Mr,  QiEiGH.  Is  that  the  end  of  the  question? 

Mr.  DoREMus.  Does  that  section  authorize  him  to  do  that  ? 

Mr.  Creigh.  It  seems  to  me  that  a  department  having  the  section 
as  it  appears  here  coming  to  it  to  enforce  certainly  would  be  entitled 
to  take  that  position. 

Mr,  DoRBMus.  Your  construction  of  that  section  is  that  it  author- 
izes, or  is  intended  to  authorize,  the  President  to  insert  in  the  license 
a  limitation  upon  the  number  of  commodities  that  the  packer  can 
handle? 

Mr.  Creigh.  Well,  of  course,  this  is  a  permissive  provision  all 
the  way  through,  which  may  include  the  relation  of  the  licensee  to 
products.  Now,  whether  it  may  include  also  the  question  of  pho- 
hibition  is  a  rather  fine  point,  but  as  the  bill  is  argued  by  Commis- 
sioner Ccdver,  as  I  understand  it,  the  grocery  situation,  for  example, 
is  brought  very  prominently  to  the  front.  It  seems  to  me  that  with 
those  words,  it  is  not  very  much  of  a  stretch  to  have  some  one  say 
the  Cudahy  Packing  Company  can  not  make  Old  Dutch  Cleanser 
and  sell  it ;  not  that  they  would,  particularly. 

Mr.  DoREMus.  I  asked  one  of  the  witnesses — I  do  not  recall  now 
who  it  was — whether  there  was  anything  in  the  bill  which  prohibited 
the  packing  houses  from  engaging  in  the  manufacture  and  sale 
of  commodities  which  are  not  naturally  and  legitimately  related  to 
the  meat  packing  industry,  and  my  recollection  is  that  he  said 
there  was  no  such  provision  in  the  bill.  Now,  section  3  provides 
that  the  license  shall  be  issued  by  the  President  through  such  agency 
or  agencies  as  he  may  designate,  and  upon  such  terms  as  he  may 
prescribe  in  such  licenses  and  under  such  regulations  as  may  from 
time  to  time  be  prescribed  by  him,  or  with  his  approval,  by  such 
agency  or  agencies  as  he  may  designate.    That  is  as  far  as  I  care 
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to  quote  it.  Would  that  language  empower  the  President,  whes 
issuing  a  license  to  the  Cudahy  Packing  Co.  to  confine  their  bu8iDesl^ 
to  the  purchase,  sale,  and  packing  of  meat  and  the  legitimate  by- 
products of  that  industry  ?    Can  you  give  us  an  opinion  on  that  ? 

Mr.  Creigh.  It  seems  to  me  that  there  are  so  few  limitations  in 
this  section  3,  barring  the  constitutional  question  which  you  do  not 
want  me  to  discuss;  I  mean  anything  is  possible  which  the  admin* 
istrative  official  desires  to  do. 

In  that  connection  I  might  cite  you  one  illustration  that  runs  in 
my  mind.  This  often  seemed  to  me  to  be  an  indication  of  the 
stretch  that  an  administrative  official  may  make  of  his  powers. 
Here  we  have  the  Food  Administration  act  and  we  have  the  require- 
ment for  a  license  under  that.  That  act  is  in  connection  with  the 
preparation  and  the  distribution,  we  will  say,  of  food  products,  and 
so  on,  yet  under  that  the^  catch  the  stockyards,  and  give  the  stock- 
yards a  license  under  this  law,  in  connection  with  foods,  and  they 
have  a  provision  with  respect  to  the  necessity  of  having  a  license  to 
engage  in  the  business  of  buying  dead  animals.  The  whole  thing  is 
just  a  stretch  after  a  stretch  after  a  stretch.  I  am  not  sayingthat  in 
any  critical  spirit  aj^inst  the  way  in  which  the  licenses  are  issued, 
but  as  illustrative  of  what  seems  to  me  a  highly  absurd  stretch*  that 
from  a  food  proposition  you  get  to  a  dead-animal  proposition. 

Mr.  DoREMTjs.  The  Cudahy  Packing  Co.  is  organized  under  the 
laws  of  Illinois,  I  presume? 

Mr.  Creioh.  We  happen  now  to  be  a  Maine  corporation. 

Mr.  DoRBMus.  How  do  you  happen  to  be  organized  under  the  hiwc 
of  Maine? 

Mr.  Creigh.  Well,  it  is  a  very  easy  answer,  and  I  am  very  glad  to 
give  it  to  you.  The  Illinois  laws,  the  corporation  laws  of  the  State 
of  Illinois,  unfortunately  do  not  provide  for  a  preferred  stock,  and 
in  connection  with  certain  internal  affairs  and  arrangements  of  our 
business  we  had  to  have  preferred  stock  without  voting  power. 

Mr.  DoREMus.  Do  the  laws  of  Maine  authorize  a  company  en- 
gaged in  the  packing  business  to  engage  in  the  manufacture  and  sale 
of  all  food  products! 

Mr.  Creioh.  Of  course,  the  corporation  laws  of  Maine  are  Terr 
broad  and  the  powers  are  almost  as  anybody  desires  to  write  them 
into  his  charter. 

Mr.  DoREMiTB.  The  point  I  am  getting  at  is  this :  Whatever  joa  ai« 
doing,  you  are  doing  within  the  laws  of  the  State  under  which  von 
are  incorporated. 

Mr.  Creioh.  And  in  the  other  States  in  which  we  do  business,  of 
course. 

Mr.  DoREMUS.  Would  you  care  to  express  your  opinion  as  to  the 
constitutionality  of  the  provision  which  authorizes  the  Preaident  to 
limit  you  in  the  license  that  is  issued  to  a  certain  number  of  food 
products  to  the  exclusion  of  others?    Do  I  make  my  questicm  plain! 

Mr.  Creigh.  Yes.  I  was  going  to  dodge  a  real  answer  to  that  by 
saying  that  I  am  quite  sure  that  all  of  you  men  on  the  oommittae 
have  an  opinion  in  that  respect  which,  by  vour  experience,  legal  aad 
otherwise,  would  be  a  great  deal  better  than  mine,  but  I  oertainlr 
can  not  see  how  we  can  stretch  these  words,  regulation  of  interstate 
commerce,  and  get  it  down  to  the  point  of  describing  the  various 
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details  and  processes  of  a  man's  business  until  the  time  he  gets  into 
some  other  class  than  the  ordinary  domestic  corporation. 

Mr.  DoBEMUS.  Some  of  the  members  of  this  committee  are  lawyers, 
but  tiiey  have  not  worked  at  it  so  very  hard. 

Mr.  Sweet.  Just  following  the  line  of  thought  suggested  by  Mr. 
Poremus,  do  you  believe  that  Congress  has  the  power,  under  the  com- 
merce clause,  to  legislate  in  regard  to  the  packing  business?  That 
is  to  say,  do  you  beueve  that  Congress  by  passing  a  law  has  the  right 
to  g^ve  the  President  authority  to  license  packing  plants  in  any  way 
in  time  of  peace? 

Mr.  Cbeigh.  Well,  under  my  view  of  the  situation,  of  course,  in 
connection  with  the  regulation  of  interstate  commerce,  we  do  have 
a  number  of  laws  that  affect  the  packing-house  business,  and  they 
have  been  held  to  be  constitutional.  I  know  of  no  law,  however, 
Uiat  is  not  of  a  general  type  as  applied  to  all  who  are  engaged  in  in- 
terstate commerce,  or  I  know  of  no  law  that  is  aimed  m  so  many 
words  at  a  packer,  as  sudi,  nor  do  I  know  of  anv  law  which  might 
permit  anybody  to  classify  packers  thus  engagea  in  interstate  com- 
merce as  distinguished  from  a  carrier  of  commodities  of  a  variety 
of  different  kinds;  in  other  words,  to  get  up  a  system  of  noneauality. 
Of  course,  we  do  have  nonequality  at  the  present  time  under  the 
Food  Administration  act  as  regards  price  limitation,  that  it  must  be 
applied  to  two  different  sizes  of  busmess,  nevertheless  that  does  not 
give  us  an  illustration,  because  that  is  a  war-time  measure. 

STATEMENT  OF  MB.  C.  H.  BBOOKS,  WICHITA,  KANS. 

Mr.  Bbooks.  Mr.  Chairman  and  gentlemen,  I  am  connected  with  tiie 
Wichita  Stock  Yards  Co.,  in  the  capacity  of  president. 

The  Chairman.  Wichita,  Kans.  ? 

Mr.  Brooks.  Yes;  Wichita,  Kans. 

The  chairman  has  warned  me  that  the  stockyards  proposition  has 
been  pretty  well  taken  care  of,  and  I  certainly  appreciate  the  courtesy 
of  bemir  permitted  to  speak  to  you  a  few  moments,  and  I  will  show 
my  appr^iation  by  bei^ery  brief. 

I  shall  not  undertake  to  go  into  the  details  of  the  operation  of  the 
stockyards.  I  have  no  doubt  in  the  world  that  that  has  been 
thoroughly  gone  over,  and  really,  there  is  not  much  difference  be- 
tween the  stockyards  and  their  method  of  operation,  and  in  the 
manner  in  which  the  animals  are  handled  in  the  yards.  I  only  want 
to  say,  in  reference  to  that,  that  the  Bureau  of  Markets  has  made  a 
close  examination  of  our  stockyards,  and  they  have  said,  with  refer- 
ence to  its  methods — Mr.  Hayes,  representing  the  Bureau  of  Markets, 
examined  the  Wichita  yards  and  their  method  of  doing  business,  and 
exprcj^ed  the  opinion,  or  said,  that  he  had  prepared  and  sent  to  the 
department  a  method  for  the  operation  of  the  yards  and  the  move- 
ment of  animals  in  the  yards,  and  he  was  sorry  that  he  had  not  studied 
our  methods  before,  because  he  thought  they  were  the  best  methods 
that  he  had  ever  seen. 

They  have  also  said  that,  so  far  as  our  yards  are  concerned,  no 
criticism,  no  complaints,  had  ever  been  made  to  the  Bureau  of  Mar- 
kets, concerning  our  operations,  or  concerning  the  treatment  our 
patrons  had  received  from  the  yards,  so  really  there  is  not  much  to 
be  said  so  far  as  that  is  concerned. 
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But  I  do  want  to  sav  a  few  words  to  the  committee  in  regard  to 
the  history  of  our  yards,  very  briefly,  because  we  have  had  a  rather 
unusual  experience.  Our  yards  were  organized  in  1887  by  the  citizens 
of  Wichita,  when  the  town  had  a  population  of  perhaps  25,000.  No 
packer  was  connected  with  the  yards  at  the  time  of  their  organiza- 
tion, but  it  was  started  because  it  was  felt  by  the  citizens  of  Wichita 
that  it  was  a  necessary  thing  to  promote  the  upbuilding  of  the  town. 
so  some  of  our  citizens  got  together  and  organized  the  stockyards 
and  bought  land  adjacent  to  the  city,  perhaps  three  or  four  miles  dis* 
tant  from  the  city  at  that  time,  and  established  these  stock]rard& 
Later  they  went  to  work  and  built  pens  and  the  other  necessary  ad- 
juncts of  a  stockyards,  a  stock  exchange  building,  et  cetera,  and  later 
securing  a  couple  of  small  packers  to  locate  there,  Jacob  Dold  &  Co^ 
who  located  there  in  1887,  and  Whitaker  &  Sons,  who  located  a  pack- 
ing house  there  about  the  same  time,  and  the  business  continued  for 
perhaps  10  or  15  years  there  intermittently.  Francis  Whitaker's 
packing  plant  failed,  and  the  Dold  Co.  languished,  and  the  stock* 
yards  and  the  market  was  a  rather  indifferent  concern. 

In  1906  the  Cudahy  Packing  Co.  acquired  the  plant  of  the  Francis 
Whitaker  Co.,  who  failed,  and  established  a  large  packing  plant  at 
Wichita,  and  invested  probably  a  million  and  a  quarter  of  dollars 
after  having  been  there  a  few  years. 

I  wanted  especially  to  call  the  attention  of  the  committee  to  the 
method  with  which  they  transacted  their  business  in  the  yards.  From 
the  very  moment  the  packing  house  was  established  there  the  Cudahy 
Packing  Co.  got  in  back  ox  the  market  and  purchased  all  of  the 
hogs.  It  was  not  a  cattle-killing  establishment  at  the  time.  They 
purchased  all  the  hogs  that  came  to  the  market.  Whether  the  quan- 
tity was  in  excess  of  their  packing  capacity  or  not,  they  bought  them 
all,  what  were  not  bought  by  the  Bold  Packing  Co.,  so  that  from  that 
moment  a  substantially  high  market  was  established  in  Wichita* 

The  people  of  that  country,  the  country  tributary  to  Wichita,  had 
confidence  in  the  market  and  shipped  their  stock  there,  and  ever  since 
that  time  there  has  been  a  good,  reliable,  substantial  hog  market  at 
Wichita  which  has  enjoyed  the  confidence  of  all  of  tne  country 
tributary  to  that  city,  and  that  had  been  done  because  the  prices  had 
been  maintained. 

No  hogs  now  go  through  Wichita  to  Kansas  City.  Our  city  is 
located  midway,  practically,  between  Fort  Worth,  Oklahoma  City, 
and  Kansas  City,  so  that  animals  originating  in  the  territory  triba* 
tary  to  Wichita  are  billed  to  Kansas  City  with  the  privilege  of  the 
Wichita  market.  They  stop  at  Wichita,  and  if  they  are  not  sold  at  a 
price  that  is  satisfactory  to  the  shipper,  they  go  on  to  the  Kansas  City 
market ;  but  for  many  years  past  Wichita  has  absorbed  all  of  the  hogs 
that  are  raised  in  the  country  that  would  naturally  be  tributary  to 
Wichita. 

I  want  to  call  your  attention  also  to  the  fact  of  the  competitiTe 
conditions  which  arise  by  reason  of  our  location,  whether  that  is 
particularly  material  to  tne  inquiry  or  not.  I  think  this  same  prin- 
ciple would  apply  to  most  of  the  smaller  yards.  We  are  a  small 
yard,  but  we  are  large  enough  so  that  we  come  within  the  exception 
of  this  bill.  That  is  to  say,  last  year  we  had  animals  shipped  to  oar 
yards  in  excess  of  a  million  head ;  but.  as  I  say,  this  competitive  fea- 
ture that  I  am  speaking  of  applies,  I  think,  to  nearly  all  the  smaDer 
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yards.  That  is  to  say,  if  the  animal  does  not  sell  on  the  Wichita 
market  at  a  price  within  the  range  of,  for  instance,  say  the  market 
at  Kansas  City  or  St.  Joe  or  Omaha  or  any  of  the  Missouri  River 
markets,  which  would  be  a  price  equivalent  to  those  markets  less  the 
freight  between  the  cities  and  the  shrinkage  which  would  naturally 
occur  in  shipping  the  animal  from  Wichita  to  those  Missouri  Biver 
points,  it  would  not  sell  in  Wichita ;  it  would  go  on  and  be  sold  on 
the  Missouri  River  markets. 

So  that  we  have  that  constant  competition  which  compels  the  pay- 
ment of  a  price  that  is  commensurate  with  the  price  that  is  obtamed 
at  the  Missouri  River  markets. 

And  also,  explaining  a^ain  the  competitive  conditions  under 
which  we  operate,  and  which  are  not  at  q.11  within  the  control  of 
the  packer,  is  the  fact  that  the  animals  that  are  shipped  to  the 
Wichita  market  originate  in  western  Kansas,  northern  Oklahoma, 
in  the  Pan  Handle  of  Texas,  and  in  New  Mexico.  All  of  those 
points  are  immediately  accessible  to  the  market  at  Fort  Worth  and 
Oklahoma  City.  It  is  about  the  same  distance  from  those  points 
to  Fort  Worth,  Oklahoma  City,  and  Wichita,  so  that  in  order  to 
get  the  animals  to  move  to  Wichita,  we  have  to  pay  a  price  in  com- 
petition with  the  prices  that  are  paid  at  Fort  Worh  and  Oklahoma 
City,  and  we  also,  as  I  said  before,  have  to  pay  a  price  that  is  com- 
mensurate with  the  prices  at  the  Missouri  River  markets,  because 
farmers  are  all  thoroughly  conversant  with  the  condition  of  the 
market,  and  if  there  is  the  slightest  sag  in  the  market  at  Wichita, 
the  animals  jgo  on. 

That  condition  also  obtains  with  reference  to  cattle.  We  had  no 
cattle  market  at  Wichita  until  perhaps  about  1909.  At  that  time 
the  Cudahy  Packing  Co.  established  a  beef  killing  establishment  at 
Wichita,  investing  several  hundred  thousand  dollars  in  that  plant, 
and  have  been  constantly  on  the  market,  buying  and  packing 
animals  that  came  to  that  market.  The  same  competitive  conditions 
obtain  with  reference  to  the  cattle.  If  the  animals  do  not  bring  a 
satisfactory  price,  a  price  commensurate  with  the  prices  on  the 
Missouri  River  markets,  they  go  on.  Wichita  is  so  located  that  it 
is  a  convenient  point  for  the  unloading,  feeding  and  resting  of  the 
animals.  So  the  practice  of  the  cattfemen  is  to  stop  at  Wichita, 
test  the  market,  and  if  it  is  not  satisfactory,  go  on  to  the  Missouri 
River  markets  on  the  through  rate,  so  that  there  is  absolutely  no 
loss  or  no  detriment  to  them  at  all,  to  stop  and  test  the  market  at 
Wichita. 

So  that  now,  since  the  establishment  of  the  Cudahy  Packing  Co. 
at  Wichita,  there  has  been  built  up  a  very  fine  market  which  is  of 
very  great  value  to  that  section  of  the  country,  not  only  a  market 
for  fat  cattle,  but  also  a  very  important  stocker  and  feeder  market. 
Last  year,  there  were  handled  in  our  market  in  the  neighborhood 
of  400,000  cattle.  More  than  half  of  those  animals  were  purchased 
by  farmers  and  stockmen,  who  came  in  from  the  surrounding 
country  and  bought  the  animals  at  the  yards,  and  took  them  out 
to  their  farms  to  further  finish  for  beef. 

That  is  also  the  case  with  hogs.  There  are  a  great  many  stock 
hogs  shipped  there.  In  other  words,  the  market  now  is  a  recognized 
factor,  a  recognized  institution,  in  that  section  of  the  country,  for 
the  purchasing  and  the  selling  of  animals.    It  is  one  that  is  resorted 
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to  constantly  by  the  stockmen  and  the  feeders  in  the  State  of 
Kansas,  in  Texas  and  in  Oklahoma.  The  animals  that  are  boaj^ht 
at  Wichita  for  stockers  and  feeders  are  shipped  probably  to  two- 
thirds  of  the  counties  in  the  State,  and  are  shipped  to  perhaps  S 
or  10  different  States  in  the  Union. 

It  probably  would  be  of  no  particular  interest  to  tell  you  of  the 
receipts  that  we  have  at  our  yards,  because  that  subject  has  been 
gone  over  fully  by  others  who  have  testified  in  regard  to  stock 
yards,  but  I  wanted  to  say  a  word  further  about  the  capital  sto.-k. 
A  large  number  of  our  yards  are  owned  by  people  in  the  immediate 
vicinity.  Probably  60  per  cent  of  the  stock  of  the  yards  company 
is  owned  by  people  other  than  the  packers.  The  Cudahy  Packing 
Ck).  owns  all  the  other  stock  in  the  yards  except  what  is  owned  by 
people  in  no  way  connected  with  the  yards.  Some  of  it  is  owned 
m  Kentucky,  but  the  pricipal  portion  of  the  stock,  other  than  what 
is  owned  by  the  Cudahy  Packing  Co.,  is  owned  by  citizens  in  and 
about  Wichita,  stockmen,  producers,  as  well  as  business  men,  in  the 
town. 

The  physical  value  of  the  property  is  somewhere  in  the  neighbor- 
hood of  $1,700,000  or  $1,800,000.  I  think  the  plant  is  easily  worth 
upwards  of  a  million  and  a  half,  and  it  is  capitalized  at  $1,400,000, 
and  the  stock  sells  readily  at  par.  It  is  an  institution  that  the  people 
of  the  city  of  Wichita  and  the  surrounding  country  value  very 
highly,  and,  of  course,  are  deeply  interested  in  its  snooesB  and  its 
prosperity.  They  feel  that  an^hing,  whether  it  is  in  the  way  of 
legislation  or  anything  else,  that  would  interfere  with  the  growth 
and  development  of  the  market  would  be  a  calamity  to  the  coantry. 

Mr.  EscH.  What  dividend  did  you  pay  last  year? 

Mr.  Brooks.  I  want  to  say  on  the  subject  or  dividends  that  for  20 

{rears,  nearly  20  years,  up  until  the  time  the  Cudahy  Packing  Co. 
ocated  there,  the  company  paid  no  dividends  at  all.  But  then  shoilly 
after  that  it  began  to  pay  a  regular  quarterly  dividend  of  1^  per  cent, 
or  6  per  cent  per  annum.  Last  year  we  paid  a  larger  dividend  than 
in  previous  years.  We  paid  an  extra  dividend  of  2  per  cent.  Last 
year  was  an  unusual  year,  and  the  receipts  and  earning  were  larjEer 
than  they  had  previously  beep,  and  were  abnormal,  because  of  the 
drought  conditions  that  prevailed  in  Texas,  New  Mexico^  western 
Oklahoma,  and  western  Kansas,  which  occasioned  the  shipment  of 
larger  quantities  of  cattle  to  the  markets  than  was  normal.  That 
situation  prevailed  at  Kansas  City,  St.  Joe«  and  all  the  Missoari  Hirer 
markets,  as  well  as  at  Wichita.  Our  normal  earnings  now  justify  the 
payment  of  a  dividend  of  6  per  cent  on  our  capital. 

Mr.  Sweet.  Does  the  Cudahy  Packing  Co.  own  a  majority  of  that 
stock? 

Mr.  Brooks.  No.   The  Cudahy  Packing  Co.  owns  40  per  cent  of  it 

Mr.  EscH.  Are  any  other  packers  interested  f 

Mr.  Brooks.  No  ;  not  to  any  extent.  I  was  looking  over  the  list  of 
the  stockholders  since  I  came  here,  and  I  find  that  the  Dold  Packing 
Co.  owned  27  shares ;  that  is,  of  the  par  value  of  $100. 

Mr.  EsGH.  None  of  the  so-called  big  five,  outside  of  the  Cudahy 
plant,  owns  any  interest? 

Mr.  Brooks.  None  whatever.  The  Cudahy  Packing  Co.  is  the  only 
big  packer,  I  might  say,  that  is  interested  in  the  yards. 
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Mr.  EsGH.  The  ownership  of  the  stockyards  by  the  large  packers 
introduced  competition  between  points  where  tnese  plants  are  lo- 
cated ? 

Mr.  Brooks.  I  beg  pardon? 

Mr.  EscH.  The  ownership  of  the  stockyards  by  the  individuals 
composing  the  big  five  creates  competitive  conditions  between  the 
towns  having  such  plants  ? 

Mr.  Brooks.  These  competitive  conditions  exist;  they  undoubtedly 
exist. 

Mr.  EscH.  Well,  if  Swift  &  Co.  is  interested  in  the  stockyards  at 
St.  Joe,  is  it? 

Mr.  Brooks.  Yes ;  Swift  is. 

Mr.  EscH.  Swift  &  Co.  are  interested  in  the  stockyards  at  St.  Joe, 
and  Cudahy  is  interested  in  the  stockyards  at  Wichita,  and  some  of 
the  other  big  packers  are  interested  at  Kansas  City.  Does  the  own- 
ership of  these  several  stockyards  create  a  desire  on  the  part  of  their 
owners  to  get  all  the  business  they  can  draw  to  their  own  stock- 
yards? 

Mr.  Brooks.  Well,  I  do  not  know  that  I  can  answer  that.  I 
know  that  the  packing  houses  at  Wichita — and  there  are  two  pack- 
ing houses  there,  Dold  &  Co.,  and  Cudahy — aim  to  get  and  pay  the 
price  that  does  get  the  quantity  of  stock  that  answers  the  capacity 
of  their  packing  houses,  and  in  order  to  do  that  they  are  compelled 
to  pay  a  price  that  will  prevent  the  animals  moving  to  the, Missouri 
River  markets.  There  are  none  of  the  other  big  packers  now  who 
have  any  buyers  on  the  Wichita  market.    I  do  not  think  they  do. 

Mr.  EsGH.  Only  Cudahy? 

Mr.  Brooks..  Cudahy  is  the  only  one  of  the  big  packers  that  has 
buyers  there  now.  There  are  times  when  the  supply  of  hogs  is  plenti- 
ful that  other  large  packers  have  had  buyers  there.  I  think  Armour 
has  had  a  buyer  there  occasionally  when  the  supply  of  hogs  was 
plentiful. 

Mr.  EscH.  And  he  gets  the  same  treatment  as  the  big  buver  ? 

Mr.  Brooks.  The  same  treatment  as  any  other  buyer.  And  the  in- 
dividuals go  on  to  the  yards  and  buy.  There  are  several  small 
packers,  one  at  Arkansas  City,  and  another  one  at  Topeka,  who 
appear  occasionally  on  the  yards  and  buy.  But  within  the  last 
three  years  the  quantity  of  ho^  has  been  limited,  because  in  Kansas 
the  corn  croj)  has  been  a  practical  failure  the  last  three  years,  which 
has  resulted  in  quite  a  diminution  in  the  supply  of  hogs.  There  was 
a  time  when  the  Cudahy  Packing  Co-  was  taking  perhaps  twice  their 
capacity  in  hogs,  in  order  to  take  care  of  everything  that  came  to 
the  market;  in  other  words,  to  support  the  market,  and  on  those 
occasions  the  animals  would  De  shipped  to  its  plants  at  other  markets* 

Mr.  EsGH.  If  the  company  ownmg  stock  in  the  stockyards  would 
want  to  have  those  stockyards  do  a  capacity  business  through  the 
year,  in  order  that  they  might  make  whatever  profit  they  could  in 
the  operation  of  the  stockyards,  would  that  desire  to  make  profit  out 
of  their  holdings  of  stock  in  the  stockyards  induce  them  to  pay 
a  little  higher  price  for  the  animals  to  get  the  animals  to  come 
to  the  stockyards? 

Mr.  Brooks.  Well,  I  do  not  know  to  what  extent  that  would  oper- 
ate on  their  minds;  1  suppose  it  would  simply  comi)el  other  packers 
to  meet  that  competition  at  their  yards.    I  do  not  think  an  investiga- 
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tion  of  that  proposition  would  disclose  anything  that  would  tend 
to  show  that  result;  I  do  not  believe  that  it  would. 

Mr.  EscH.  You  will  have  the  privilege,  Mr.  Brooks,  of  extend- 
ing vour  remarks  in  the  record. 

Mr.  Brooks.  I  want  to  express  my  thanks  to  you  gentlemen.  I 
know  you  have  been  pretty  well  bored  with  the  stockyards  propo- 
sition. 

Mr.  EscH.  Well,  we  felt  that  we  ought  to  give  you  an  opportunity 
to  make  a  statement. 

(Whereupon,  the  committee  adjourned.) 

(Mr.  Brooks  subsequently  submitted  the  following  for  the  record:) 

Accepting  the  privUege  offered  by  this  honorable  committee  to  extend  mj 
remarks  into  the  record.  I  wish  to  say,  concornlng  the  extent  of  the  plant  of 
the  Wichita  Union  Stork  Yards  Co.,  that  It  owns  108  acres  of  land,  some  of  It 
within,  but  mostiy  adjoining,  the  limits  of  the  city  of  Wichita.  Nearly  all  of 
this  land  la  used  by  the  yards  in  their  operation. 

There  are  about  600  cattle  pens,  accommodating  about  18,000  head  of  cattle 
(Inlly,  VVi  ho^  pens,  affording  a  daily  capacity  of  15.000  head,  and  provlainn  for 
taking  care  of  r>,000  head  of  sheep  daily.  All  the  pens  are  paved  and  prorided 
with  feeding  racks,  water  trouglia,  and  a  constant  supply  of  water.  The  hog 
pens  are  provided  with  sprinkling  apparatus,  so  that  in  warm  weather  thi* 
hogs  can  be  sprinkled  whenever  necessary.  The  horse  and  mule  l>anis  arv 
large  and  ample,  and  have  a  capacity  to  take  care  of  I.JIOO  hors^  and  iuulr< 

A  few  years  ago  the  company  erected  a  concrete,  fire-proof  live-stock  ezvdiaiige 
building,  at  a  cost  of  about  $65,000,  supplying  offices  for  the  company,  oommis- 
slon  men,  and  all  others  desiring  to  do  business  at  the  stoclcyards. 

The  company  now  has  prepared  its  plans  to  greatly  increase  its  yardaipe 
capacity  by  the  construction  of  new  pens,  and  also  to  construct  a  large  hotel 
for  the  accommodation  of  its  patrons.  These  improvements  are  needed  but  an 
held  In  abeyance  pending  the  final  determination  of  the  status  of  the  property. 

There  are  located  and  doing  business  at  the  yards,  14  coowiisslon  flrms,  and 
12  flrms  dealing  in  stockers  and  feeders,  known  as  traders.  There  are  three 
semm  companies,  also  located  at  the  yards,  all  doing  a  very  prosperoas  bud- 
nesa  Neither  the  stockyards  nor  the  packing  plants  are  in  any  way  Interested 
In  the  serum  companies.  There  are  also  several  grain  and  hay  firms  having 
offices  at  or  near  the  yards.  The  hay  bams  owned  by  the  company  and  located 
on  its  property  have  storage  capacity  for  about  5,000  tons  of  hay. 

It  has  always  been  the  policy  of  the  yards  to  keep  its  improvenents  tn  ad- 
vance of  the  demand,  so  that  at  all  times  it.  Is  able  to  quickly  lian«lle  a! 
animals,  no  matter  how  large  the  run  may  be.    This  fact  accoants,  largety 
for  the  fact  that  no  complaints  have  ever  been  made  by  any  of  Its  patrona,  of 
the  service  rendered  by  the  company. 

The  Stock  Yards  Co.  does  not  own  any  of  the  terminals  located  on  Its  prof^ 
erty.  The  four  principal  railroads  entering  the  city  own  in  common  the  tracto 
which  serve  the  yards,  leading  to  the  unloading  docks  and  chutea.  These  track* 
are  laid  upon  the  ground  owned  by  the  S^ock  Yards  Co.  The  tracks  fii>  owim^! 
in  common  by  the  railroads  are  called  association  tracks.  The  assoHatloa  1« 
unincorporated,  but  Is  known  as  the  Wichita  Terminal  Association*  and  mV 
switching  Is  done  by  the  terminal  association  without  charge  to  anyone.  The 
coat  of  operating  the  association  tracks  is  paid  by  the  railroads  conatitvtiag 
the  association,  on  a  wheelage  basis.  There  are  two  small  railroads  entering 
the  dty,  which  do  not  belong  to  the  association;  and  shipments  arriving  ow 
those  railroads  are  subject  to  a  switching  charge,  which  Is  absort)ed  by  tlie  rosd 
over  which  the  shlpmoit  arrives. 

One  of  the  chief  obstacles  to  the  upbuilding  of  the  market  at  Wichita  was 
the  unfavorable  freight  rates  and  train  service.  The  railroads  appeared  to  be 
unfriendly  to  the  establishment  of  a  market  at  Wichita,  althoui^  situated  le 
the  very  center  of  the  hog  and  cattle  producing  region  of  the  South we^->  oDd 
always  favored  the  Missouri  River  markets.  After  the  location  at  WtcWta 
of  the  Cudahy  Tacking  Co.,  a  iwrsistent  and  c«>ntlnuoiirt  fiirhc  was  luatntalo^ 
for  the  establishment  of  better  rates  and  service,  until  final  rates  were  e^ 
tablished  that  enabled  the  market  to  successfully  compete  with  other  markrts 
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The  market  would  be  greatly  improved  by  the  establishment  of  one  or  more 
additional  large  packing  establishments.  The  Stock  Yards  Co.  has  always  been 
willing  to  do  all  that  it  could,  legally,  to  induce  other  packers  to  establish  houses 
adjacent  to  the  yards.  This  has  been  prevented  principally  because  of  inade- 
•qdate  sewerage  facilities.  This  objection  will  soon  be  overcome ;  a  sewerage  sys- 
tem is  now  being  constructed  to  the  the  packing  house  and  stockyards  district, 
which  will  afford  ample  sewerage  for  many  years  to  come. 

This  company  is  opposed  to  the  present  bill.  We  consider  it  wholly  un- 
necessary. The  yards  are  now  operated  at  the  highest  standard  of  efficiency, 
and  the  patrons  of  the  yards,  themselves,  would  object  to  any  change.  In  all 
the  evidence  introduced  before  the  commission,  there  is  nothing  to  show  that 
any  discrimination  or  unfairness  has  been  practiced  by  any  of  the  yards.  The 
ownership  and  control  of  the  yards  has  nothing  whatever  to  do  with  the  prices 
paid  for  live  stock.  The  yard  companies  have  nothing  whatever  to  do  with  the 
buying  or  selling  of  the  animals;  they  simply  act  as  a  hotel  for  the  accommo- 
dation of  cattle,  hogs,  and  sheep,  affording  every  convenience  for  their  care  and 
.feeding,  and  every  facility  for  their  sale  and  speedy  and  economical  handling. 
The  service  performed  by  the  stockyards  Is  in  no  sense  a  transportation  service. 
The  Supreme  Ck)urt  of  the  United  States  has  held  that  transportation  ceases 
when  the  carrier  unloads  the  live  stock  In  unloading  pens.  At  that  point  the 
Stock  Yards  Go.  takes  charge  of  the  animals.  They  are  turned  over  to  the 
conomission  men  or  the  owner,  who  has  complete  charge  of  them  until  they  are 
sold.  The  Stock  Yards  Co.  simply  furnishes  the  pens,  feed,  and  facilities  for 
weighing,  and  moving  animals  from  point  to  point  to  satisfy  the  convenience 
of  those  in  charge ;  and  the  better  the  service  rendered,  the  larger  the  patron- 
age will  be.  While  the  animals  are  usually  handled  through  commission  firms, 
there  is  no  requirement  that  that  be  done.  Any  person  can  sell  his  own  stock 
without  the  agency  of  a  commission  firm,  and  any  man  can  personally  buy 
whatever  stock  he  pleases.  Most  shippers,  however,  prefer  to  do  their  business 
through  reliable  commission  firms  doing  business  at  the  yards.  The  evolu- 
tion of  the  business  has  developed  that  the  commission  man  is  an  aid  to  the 
economical  transaction  of  the  business. 

The  history  of  the  upbuilding  of  the  market  at  Wichita  has  been  a  history  of 
constant  struggle.  It  Is  now  an  accomplished  fact  and  recognized  as  one  of  the 
reliable,  substantial  markets  of  the  Southwest.  The  people  whom  It  serves  are 
satisfied  with  the  methods  by  which  it  was  built  up  and  would  consider  it  no 
less  than  a  calamity  for  the  Government  to  interfere  by  taking  over  or  controlling 
the  yards.  They  feel  that  It  would  result  In  a  decline  In  efficiency  of  service  and 
operation.  It  would  be  a  greater  calamity  If  they  were  treated  as  terminals  and 
operated  by  the  railroads.  In  either  case  the  competitive  feature  and  the  direct 
personal  interest  necessary  to  promote  superior  service  and  efficiency  would 
be  absent.  A  decline  In  efficiency  would  naturally  follow.  Our  experience  with 
the  railroads  Is  not  such  as  to  Inspire  any  confidence  In  their  management  or  In 
their  desire  to  promote  and  upbuild  the  market 

Much  time  has  been  spent  and  expense  incurred  in  securing  Just  and  equitable 
freight  rates  and  lining  up  the  train  service  throughout  the  territory  contribu- 
tory to  this  market.  The  results  accomplished  by  this  labor  and  expense  would 
quickly  be  lost  If  the  yards  were  operated  by  the  railroads  as  a  terminal  facility. 
No  Incentive  would  exist  for  creating  superior  facilities.  Live  stock  could  be 
easily  diverted  to  other  markets 

The  service  is  not  a  transportation  service  at  all;  no  more  so  than  the 
service  a  produce  man  or  a  wholesale  grocer  performs,  who  receives  merchandise 
at  his  warehouse  and  distributes  It  throughout  the  country.  With  equal  pro- 
priety it  might  be  said  that  the  railroads  should  operate  the  wholesale  grocery 
and  produce  houses  as  an  Instrumentality  of  transportation. 

We  believe  that  the  small  stockyards  and  small  markets  throughout  the 
country  will  suffer  greatly  if  the  bill  is  passed.  There  would  be  no  object  for 
people  to  spend  their  time,  money,  and  effort  to  build  up  stockyards,  with  the 
<!ertainty  that  when  it  became  firmly  established  so  that  the  receipts  exceeded 
:500,000  head  per  annum,  and  a  point  reached  where  a  return  was  being  received 
on  the  investment,  the  Government  would  take  over  the  property  and  carry  on 
the  business.  No  one  would  spend  his  time  and  effort  In  building  up  a  business, 
when  he  could  derive  no  benefit  from  Its  operation. 

I  thank  the  committee  again  for  its  consideration. 
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COMHITTKB  ON  InTBRSTATI  AND  FoiOaON  COKMXBGB, 

HousB  OF  Refsbsbntativeb, 
Wednesday y  January  9P,  1919. 

The  committee  met  at  10.80  o'clock  a.  m.,  Hon.  Thetus  W.  SimB 
(chairman)  presiding. 

The  Chairman.  The  committee  will  come  to  order.  I  believe  it  la 
well  understood  that  to-day  and  to-morrow  are  to  be  given  to  the 
completion  of  the  statements  upon  the  part  of  Cudahy  A  Co.  and 
Wilson  A  Co.    Is  either  Mr.  Cudahy  or  Mr.  Wilson  present  f 
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FOB  THE  CTJSAHT  FACKIHO  C0.»  CHICAOO,  ILL. 


Mr.  Ckeigh.  Mr.  Chairman,  I  trust  that  on  the  preliminary  part 
of  what  I  am  about  to  say,  my  newspaper  friends  here  will  be  a  little 
bit  kind  to  me. 

Mr.  Edward  A.  Cudahy,  the  president  of  the  Cudahy  Packing  Co.^ 
very  much  desired  to  appear  oef ore  this  committee.  During  the 
previous  week  or  so  he  had  been  confined  to  his  home.  He  made  an 
effort,  however,  to  set  down  here  and  was  in  town  yesterday,  and  is 
to-day,  but  to-day  ne  is  so  much  under  the  weather  that  he  icels  ht 
can  not  undergo  even  the  trip  up  here.  He  has  asked  me,  therefore, 
to  request  of  Qie  chairman,  if  I  might  either  to  read  the  statement 
which  he  has  prepared,  and  so  far  as  the  record  may  go,  perhaps,  lo 
be  really  Mr.  JS.  A.  Cudahy.  If  the  committee  desires  to  now  anv- 
thing  about  our  business  that  would,  in  a  brief  way,  supplement  the 
record  that  was  made  yesterday  by  Mr.  McNauflhton  and  mjrself 
covering  other  aspects,  and  those  which  we  hoped  Mr.  Cudahy  might 
himself  cover  witii  von  to-day. 

I  hope,  and  I  feel  sure,  sentlemen,  that  no  one  will  have  the  idea 
that  there  is  evideticed  by  tnis  any  possible  unwillingness  or  fear  on 
hisjpart  to  meet  the  committee. 

We,  who  are  lieutenants  and  fellow  workers  with  Mr.  Cudahy  ia 
the  organization  are  great  admirers  of  him.  We  want  the  puMie 
and  yourselves  to  be  fully  acquainted  with  him.  We  feel  that  a  sight 
of  Mr.  Cudahy  and  a  knowledge  of  the  reputation  he  has  among 
those  who  know  him,  his  own  associates  and  business  men  generally, 
would  show  the  honesty  and  the  propriety  of  purpose  and  integrity 
and  fairmindedness  of  the  man  as  something  that  is  a  great  asset  U> 
the  Cudahy  Packing  Co.,  and  we  feel  that  it  we  could  only  have  him 
here  to  meet  you  men,  it  would  go  far  to  dissipate  whatever  of  sua- 
picion  or  misunderstanding  there  might  be  on  the  part  of  the  public 
or  of  the  Congress,  either  as  regards  our  company  or  its  status  in 
this  industry. 

Mr.  Hamilton.  I  understand  you  to  say  that  Mr.  Cudahy  is  wkk. 

Mr.  Creioh.  Yes,  sir. 

Mr.  Hamilton.  That  ought  to  be  sufficient 

The  Chairman.  Let  me  ask  you  this  question.  Of  coom,  it  is 
unfortunate  that  Mr.  Cudahy  is  not  able  to  come  before  the  eom- 
mittee,  and  I  see  no  reason  personally  why  you  should  not  be  per- 
mitted to  read  the  statement  but  it  appears  now  that  perhaps  Mr. 
Cudahy  will  not  be  able  to  be  here  to-<Uiy  or  to-morrow. 
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Mr.  Creigh.  That  is  correct. 

The  Chairman.  So  that  the  committee  might  ask  any  questions 
they  desired. 

Mr.  Creigh.  Yes. 

The  Chairman.  The  committee  might  determine  after  the  reading 
of  the  statement  not  to  ask  any  questions  at  all,  but  suppose  they 
fjhould  want  to  do  so  ? 

Mr.  Creigh.  I  am  sure  that  nothing  would  mah;e  us  more  happy 
than  that  such  a  double  combination  of  circumstances  should  come, 
that  the  committee  would  desire  to  meet  Mr.  Cudahy  and  he  might 
then  be  able  to  be  here.  We  regard  it  as  a  very  great  misf  ortime,  in 
the  light  of  what  I  have  just  said,  that  he  can  not  be  here,  because  we 
appreciate  this  opportunity. 

The  Chairman.  Then  I  see  no  objection  to  you  reading  the  state- 
ment which  he  would  read  if  he  were  here. 

Mr.  Creigh.  Thank  you  very  much,  Mr.  Chairman. 

The  Chairman.  Of  .course,  subject  to  his  being  called  before  the 
committee  later  if  it  is  so  desired. 

Mr.  Creigh.  That  is  perfectly  understood,  and  we  hope  it  may 
come  to  pass  in  that  respect. 

Mr.  Hamilton.  It  is  understood,  is  it  not,  that  Mr.  Cudahy  will 
appear  before  the  committee  later. 

The  Chairman.  If  the  committee  desires. 

Mr.  Hamilton.  And  the  understanding  now  is  that  the  committee 
so  desires,  is  it  not? 

The  Chairman.  So  far,  I  do  not  know  whether  they  will  or  not. 
After  he  has  read  his  statement,  and  after  we  get  through  with 
Wilson  &  Co.,  if  the  members  of  the  committee  want  Mr.  Cudahy  to 
appear  so  they  may  examine  him  upon  the  subject  matter  of  his 
statement,  or  upon  anything  else,  he  not  only  will  come,  but  as  I 
understand  it,  he  is  anxious  to  come. 

Mr.  Creigh.  We  are  very  hopeful  we  may  have  such  an  oppor- 
tunity. 

The  Chairman.  I  do  not  understand  that  in  case  he  should  not 
come;  that  is,  in  case  the  committee  should  not  call  for  him  to  testify 
later,  that  his  statement  will  not  be  printed  or  not  be  considered. 

You  may  proceed,  Mr.  Creigh. 

Mr.  Creigh  (reading)  : 

STATEMENT   OF   MR.    EDWARD   A.    CUDAHY,    PRESIDENT   OF   THE   CUDAHY   PACKING   CO., 

CHICAGO,  ILL. 

Mr.  Chairman  and  gentlemen  of  the  committee,  my  name  Is  Edward  A. 
Cudahy,  and  I  am  the  president  of  the  Cudahy  Packing  Co.  Although  we  have 
no  packing  house  in  Chicago,  our  general  offices  are  there.  We  own  and  operate 
some  six  packing  houses  and  a  number  of  smaller  factories  handling  other  kinds 
of  products.  We  have  more  than  125  branch  houses  in  this  country.  We  have 
about  1,500  refrigerator  cars  and  substantial  interests  in  two  stockyards  com- 
panies— Wichita,  Kans.,  and  Salt  Lake  City,  Utah. 

Our  financial  situation,  capitalization,  gross  sales  and  earnings  are  all  shown 
in  the  printed  statement  which  I  would  like  to  leave  with  you.  This  covers 
our  last  fiscal  year  ending  October  31, 1918. 

I  might  say  in  regard  to  that  printed  statement  that  in  Mr.  Creigh's  testimony 
of  yesterday  the  statement  was  exhibited. 

I  have  some  copies  here,  if  any  member  of  the  committee  would 
like  to  have  one. 
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Mr.  Rayburn.  I  would  like  to  have  one,  because  Tdid  not  get  one 
yesterday. 

The  Chairman.  By  consent,  all  those  statements  went  in  the  testi- 
mony yesterday. 

Mr.  Creigh  (reading) : 

My  older  brother,  Michael,  and  myself  were  connected  with  Mr.  P.  D.  AnuiMir* 
and  in  1887  a  corporation  was  formed  in  which  he  had  an  interesst  with  110 
which  then  began  in  a  small  way  at  South  Omaha,  Nebr.,  the  buslneae  which 
has  since  grown  into  the  present  somewhat  large  affair.  In  1890  Mr.  Armour 
sold  his  interest  to  my  brother  and  for  many  years  after  that  the  corporatiOB 
was  a  close  family  affair,  owned  by  us  and  our  children. 

In  1915,  my  brother  having  previously  died,  a  reorganization  took  placap 
under  which  I  succeeded  to  the  control  and  the  interests  of  my  brother's  faniil> 
were  placed  into  preferred  stock. 

Owing  to  the  growth  of  the  business  since  then  and  a  desire  to  have  our  em- 
ployees and  the  public  have  an  interest  with  us,  the  stock  has  been  Hated  in 
Boston  and  Chicago,  and  I  should  say  we  now  have  nearly  1,000  individual 
stockholders. 

From  what  I  have  seen  In  the  newspapers  and  have  been  told,  your  ci>ni* 
mittee  has  for  some  time  been  hearing  witnesses  and  studying  this  large  and 
complicated  industry.  Exhaustive  statements  have  been  given  you  by  the  larger 
companies  and  others. 

I  do  not  think  you  will  wish  me  to  treat  very  extensively  of  matters  of  a 
general  nature  which  have  already,  no  doubt,  been  well  covered  by  othetSL  I 
do  wish  to  make  two  or  three  statements  on  account  of  our  company. 

The  report  of  the  Federal  Trade  Commission  charges  us  with  being  In  m 
combine  or  agreement  with  our  competitors,  the  others  of  the  so-called  **Blg 
Five."  This  I  deny,  and  I  state  that  we  are  in  severe  competition  with  them. 
and  that  since  the  injunction  of  1002  we  have  had  no  agreements  or  combinjitioo 
with  them  or  any  of  them,  or  in  any  manner. 

We  have  never  been  interested  in  or  a  party  to  the  National  Packing  Oil, 
either  at  its  organization  or  any  other  time,  nor  upon  its  dissolution  did  we 
succeed  to  any  of  its  properties  or  business. 

The  investigation  of  the  Federal  Trade  Commission  w^as,  in  my  opinion,  not 
fair — ^nor  were  its  methods  such  as  to  develop  the  truth.    Its  eondnsionit  weiv 
not  correct,  especially  as  regards  our  company.    Our  position  has  already  been 
sitated  to  you  by  our  Mr.  Creigh.    Also  our  Mr.  McNaughton  has  made  a  HLmte- 
ment  to  you  covering  some  of  the  other  details  of  our  business. 

As  regards  the  pending  bill:  I  have  read  it.  As  a  business  man  it  greatly 
concerns  me.  I  do  not  believe  in  government  ownership.  Nor  do  I  think  tl 
would  be  a  success  or  be  as  efficient  with  respect  to  the  packing  indostfy  or  of 
as  great  benefit  to  the  public  as  the  present  system',  which  haa  grown  op  a»  the 
result  of  individual  initiative  and  exi)erience. 

I  feel  that  our  profits  are  reasonable — in  fact,  they  are  lower  than  those  nf 
any  other  industry  I  know  of. 

The  bill  is  so  extremely  indefinite  as  to  the  terms  which  may  be  Iniponcd  for 
a  license,  or  as  to  what  may  be  required  of  a  licensee,  that,  while  I  can  n»it 
forecast  what  might  happen,  I  know  that  if  the  purposes  of  profit  limitation  and 
price  fixing  (especially  for  live  stock)  which  are  suggested  shoold  be  iropoftNl 
as  is  hoped  for  by  some,  it  will  so  restrict  the  industry  as  to  hamper  U  and 
prevent  our  serving  the  public  as  well  as  would  be  the  case  leaving  tbe  prcwvt 
freedom  for  individual  initiative  and  the  use  of  ordinary  businefls  metbodii  Id 
effect  without  interfering  with  the  law  of  supply  and  demand  anch  as  woold  be 
attempted  by  the  government  control. 

Of  course,  I  do  not  discuss  the  bill  from  the  standpoint  of  a  lawyer,  bat  as  a 
practical  business  man  whose  life  has  been  spent  in  this  one  Indostry  and  wbo 
knows  its  diiricultles  and  necessities,  especially  those  for  ample  eamlnicff  in 
onler  to  finance  It  due  to  the  increased  prices  paid  for  live  stock  which  havr 
steadily  advanced  and  which  have  made  yearly  a  greater  necessity  for  the  bor- 
rowing of  more  and  more  money.  I  do  not  think  the  possibility  of  gOTemmental 
regulation  would  result  in  anything  else  than  uncertainty  and  a  leasenlBg  «tf 
credit.  Certainly  you  do  not  desire  to  do  anything  which  might  put  the  meat 
food  supply  of  the  Nation  in  a  similar  situation  to  that  In  which  tlie  carriers 
now  are.  We  must  have  large  earnings  In  order  to  still  better  serve  the  neM5i 
of  a  growing  country  and  of  the  world.    In  the  case  of  our  company  and  lu 
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earnings,  I  wish  to  refer  you  to  the  printed  matter  accompanying  the  annual 
report,  and  to  emphasize  the  fact  that  a  very  large  part  of  our  earnings  Is  made 
from  inedible  products — a  very  large  part  of  which  comes  from  materials  not 
derived  in  any  way  from  the  animals  which  we  buy  and  slaughter. 

Our  interests  are  common  with  those  of  the  consumer  and  the  producer.  We 
must  all  have  the  welfare  of  the  others  at  heart  Each  depends  absolutely  upon 
the  other  two.  Complete  and  better  publicity  of  the  real  facts,  coupled  with 
friendly  cooperation,  will,  in  my  opinion,  yield  far  better  results  than  more 
legislation. 

I  will  be  glad  to  answer  any  questions  which  I  can  which  any  of  you 
may  care  to  ask  me. 

I  thank  you. 

The  Chairman.  I  believe  that  closes  what  you  have  to  present? 

Mr.  Creigh.  On  the  Cudahy  side,  yes,  sir;  unless  there  are  some 
questions 

The  Chairman.  Is  Mr.  Wilson  or  his  representative  present? 

Mr.  Shaw.  Mr.  Chairman,  may  I  have  your  attention  for  just  a 
moment. 

The  Chairman.  Just  wait  until  I  get  the  information.  Is  Mr.  Wil- 
son  present  ?    I  have  not  the  good  fortune  to  know  him. 

NX.  Lightfoot.  Yes,  sir;  Mr.  Wilson  is  present. 

The  Chairman,  Is  he  ready  to  proceed  ? 

Mr.  Lightfoot.  Yes,  sir;  whenever  the  committee  desires  to  hear 
him. 

The  Chairman.  The  gentleman  who  was  just  before  us  was  here 
last  week  and  wanted 

Mr.  Shaw.  The  president  of  the  Union  Stock  Yards  &  Transit  Co. 
has  a  short  statement  which  he  would  like  to  read. 

The  Chairman  (continuing).  And  he  asked  me  at  that  time  if  he 
came  back  to-day  could  he  read  a  statement,  and  not  dreaming  but 
what  the  five  large  packers  would  be  entirely  through  by  that  time  I 
told  him  that,  so  far  as  I  was  concerned,  I  would  be  glad  to  give  him 
that  opportunity.  I  am  still  glad  to  give  him  that  opportunity,  but  I 
take  it  that  if  it  had  not  been  for  what  is  supposed  to  be  the  effect  of 
the  five  large  packers  on  the  live-stock  industry,  etc.,  this  hearing 
never  would  have  been  held  at  all,  and,  therefore,  that  is  the  big  end 
of  the  hearing,  so  to  speak.  The  general  details  of  the  operation  of 
the  stockyards  and  all  that  sort  of  thing  has  already  been  considered, 
yet  I  do  not  want  to  deny  any  man  an  opportunity  to  be  heard ;  but 
I  do  not  want  the  opportunity  of  Mr.  Wilson  or  anybody  representing 
the  five  large  packers  to  be  curtailed,  or  for  anybody  to  go  in  ahead 
of  them  until  they  are  through.  Now,  that  does  not  mean  that  this 
gentleman  will  not  be  heard  at  all ;  but  if  Mr.  Wilson  is  here,  follow- 
ing Mr.  Cudahy,  I  will  be  veiy  glad  that  his  statement  should  appear 
in  the  record  at  this  point.  I  understand  the  president  of  the  stock- 
yards company  only  wants  a  few  minutes,  and,  so  far  as  he  is  con- 
cerned, I  have  no  doubt  that  is  true,  but  I  do  not  know  how  much  time 
the  committee  would  consume  in  questioning  him. 

Mr.  Lightfoot.  We  will  be  very  glad  to  yield  a  short  time. 

The  Chairman.  Now,  you  name  the  time. 

Mr.  Shaw.  It  will  take  Mr.  Leonard,  the  president  of  the  Union 
Stock  Yards  &  Transit  Co.  of  Chicago,  about  15  minutes;  not  more 
than  15  minutes  to  read  his  statement.  Our  company  has  been  under 
attack  probably  more  than  any  other  company  in  the  United  States 
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and  it  is  the  largest  stockyards  in  the  world,  and  we  would  like  st 
least  to  refute  some  of  these  statements. 

The  Chairman.  There  is  one  trouble  about  that,  and  of  course,  yoo 
are  not  at  fault,  or  Mr.  Leonard,  or  anybody  else,  and  the  committee 
is  not  at  fault,  but  if  the  conmiittee  should  go  into  an  extensive  cross* 
questioning  it  might  be  absolutely  impossiole  for  Mr.  Wilson  to  be 
heard  to-day. 

Mr.  Bayburn.  Mr.  Chairman,  let  us  have  an  understanding  now 
that  this  man  will  proceed  and  Mr.  Wilson  go  on  the  first  thing  in 
the  morning,  because  there  are  some  important  matters  to-da^  in 
the  House  and  we  can  not  be  here  all  day ;  at  least,  I  can  not  l/^this 
gentleman  goes  on  now,  let  us  have  an  understanding  to  hear  Mr. 
Wilson  to-morrow  morning. 

The  Chairman.  I  am  perfectly  willing  to  let  him  come  in  foDow. 
ing  the  close  of  Mr.  Wilson's  statement  and  the  statement  of  his 
representatives. 

(On  motion  of  Mr.  Barkley,  the  committee  decided  to  hear  Mr. 
Wilson.) 

STATEMENT  OF  HB.  THOMAS  E.  WILSOIT,  PSESIDEHT  OF  WIL80M 

&  CO.,  CHiGAOo,  nx. 

The  Chairman.  Mr.  Wilson,  you  may  make  your  statement  in  vour 
own  way,  just  as  you  like  or  think  best,  and  then  the  members  o^  the 
committee  will  ask  you  such  questions  as  they  think  pertinent  rela- 
tive to  the  proposecf  legislation,  and  you  may  make  your  statement 
either  standing  or  sitting. 

Mr.  Parker  of  New  Jersey.  Please  give  us  your  full  name. 

Mr.  Wilson.  Thomas  E.  Wilson,  president  of  Wilson  &  Co^  lo- 
cated at  Chicago. 

I  will  say,  gentlemen,  that  I  appreciate  very  much  the  opportunity 
of  presenting  to  you  my  views  on  this  situation.  I  realize  fullv  the 
time  you  gentlemen  have  already  spent  on  these  matters,  and  1  will 
undertake  to  be  just  as  brief  as  I  can,  yet  I  am  not  2oing  to  over- 
look anything,  if  I  can  help  it,  and  as  you  suggest  Uiat  I  may  sit 
down,  I  will  be  glad  to  do  so. 

I  would  like  to  see  the  committee  first  determine  whether  the 
operation  of  the  packing  houses  is  economical  and  aound,  and 
whether  they  serve  the  people  to  as  good  advantage  and  at  as  little 
cost  as  possiole. 

I  am  quite  sure  that  you,  gentlemen,  will  find  that  this  is  one  in- 
dustry that  has  stood  up  under  stress  of  war  times  and  has  been  able 
to  meet  the  situation  emciently.  Besides  completely  meeting  t^e  re- 
quirements of  our  allies  and  our  own  Army  and  Navy,  shipping  im- 
mense quantities  to  Europe,  and  at  the  same  time  we  have  been  able 
to  take  care  of  the  requirements  at  home  and  no  one  has  .suffered  for 
want  of  our  products. 

There  has  oeen  no  collapse  of  our  industry.  I  believe  when  thor- 
oughly understood  it  will  be  appreciated  that  the  packing  busineft^ 
is  an  asset  to  the  American  people.  The  committee  should  determine 
whether  these  things  are  true,  and^  should  by  no  means  attempt  any- 
thing which  will  destroy  the  efficiency  and  value  of  that  or^ganiza* 
tion;  but  if  improvements  from  the  standpoint  of  consumers  and 
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producers  are  possible,  let  us  add  them  to  the  already  efficient  ma- 
chine rather  than  scrap  it  for  something  less  efficient. 

As  a  packer,  I  will  be  very  glad  to  help  the  Government  make  any 
changes  found  to  be  necessary,  for  I  believe  that  by  doing  so  I  will 
be  acting  in  the  best  interests  to  both  tiie  producer  and  the  consumer. 
We  would  like  to  have  the  producer  fully  realize  that  the  packing 
business  is  their  vehicle  for  distributing  the  products  of  their  meat 
animals.  We  would  like  to  have  the  consumer  realize  that  we  are 
delivering  to  them  their  foods  in  the  best  possible  chape  and  at  the 
lowest  possible  cost. 

I  want  to  first  emphasize  the  fact,  which  so  far  I  do  not  believe 
has  been  disputed,  that  the  packing  business  as  a  whole  is  efficiently 
operated,  the  packers  constantly  striving  in.  an  effort  to  reduce  costs, 
utilizing  to  the  maxin\um  not  only  meat  products  but  by-products 
derived  from  the  slaughter  of  animals,  this  being  accomplished  by 
scientific  methods.  We  are  continually  trying  to  find  new  ways  to 
produce  and  improve  methods  of  production  at  minimum  cost. 

This  efficiency  is  exemplified  by  the  fact  that  the  small  country 
dealer  in  remote  sections  of  the  countrv  can  handle  meats  from  the 
packers  delivered  to  him  in  better  condition  and  of  a  better  quality, 
thus  enabling  him  to  sell  the  meat  cheaper  to  his  customers  than  if 
the  animals  were  killed  locaUy,  notwithstanding  freight  in  both  di- 
rections would  be  saved  by  slaughtering  the  animafe  locally,  enabling 
him  to  do  a  greater  volume  of  business  as  a  dealer  at  more  profit  and 
more  satisfaction  to  his  local  trade,  due  primarily  to  the  fact  that  he 
can  not  compete  with  a  first-cl^ss  packing  plant. 

I  do  not  Delieve  it  has  been  denied  that  meat  is  delivered  to  the 
consuming  trade  at  a  margin  of  cost  between  the  price  of  the  live 
animal  and  the  cost  of  the  meat  laid  down  to  the  dealer  that  could 
not  be  materially  reduced. 

It  is  true  that  the  cost  of  meat  products  has  been  on  the  ascension, 
especially  for  the  last  three  years,  chargeable  first  to  the  increased 
cost  of  the  live  animal,  increase  in  the  cost  of  labor,  and  substantial 
increase  in  all  kinds  of  supplies  entering  into  the  operation  of  the 

Eacking  business.  The  packers'  earnings  per  dollar  or  sales  as  shown 
y  last  year's  statement  have  not  increased  but  have  shown  a  decrease. 

Now,  if  I  may  divert  for  just  a  moment  from  this  statement,  I 
would  like  to  give  to  you  gentlemen  some  figures  that  were  announced 
yesterday  at  a  meeting  which  was  held  in  the  Food  Administration 
offices,  between  the  Food  Administration,  the  agricultural  advisory 
committee  of  the  Food  Administration,  and  the  packers,  in  con- 
nection with  the  stabilization  of  the  hog  prices  for  the  month  of 
February. 

These  figures  are  the  figures  showing  the  business  and  showing  the 
earnings  on  the  controlled  products  of  the  packers  uiider  the  regula- 
tions of  the  Food  Administration. 

These  figures  were  submitted  from  time  to  time  as  the  periods 
closed  by  the  packers  to  the  Food  Administration,  who,  in  turn,  sub- 
mitted them  to  the  Federal  Trade  Commission  for  such  audit  and 
check  as  they  saw  fit  to  give  them. 

For  the  first  two  months  that  the  five  large  packers  were  under  the 
supervision  of  the  Food  Administration,  which  were  November  and 
December,  1917,  the  amount  invested  in  these  controlled  departments 
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was  $606,839,516;  that  is,  of  the  five  packers,  and  all  of  these  figorps 
have  to  do  with  the  five  packers  only. 

The  profits  shown  for  those  two  months  amounted  to  $4,03I^r»<». 
That  amounts  to  sixty-six  one-hundredths  of  1  per  cent  on  the  invest- 
ment for  the  two  months,  or  at  the  rate  of  3.96  per  cent  for  a  vear: 
they  were  the  first  two  months  under  the  operation  of  the  Food  Ad- 
ministration's regulations. 

Now,  for  the  entire  year  ending  at  the  Ist  of  October,  1918,  which 
includes  these  two  months,  the  total  investment  was  $174,000,000. 

Mr.  Parker  of  New  Jersey.  You  mean  the  3l8t  of  October,  do  you 
not? 

Mr.  Wilson.  I  beg  your  pardon;  you  are  correct.  Yes;  the  3l2»t 
of  October. 

Mr.  Stephens.  Do  you  mean  the  investment  at  any  one  time  or  the 
maximum  ? 

Mr.  Wilson.  That  would  be  the  average  investment. 

Mr.  Stephens.  For  the  year? 

Mr.  Wilson.  Yes,  sir.  The  total  investment  was  $714487,204. 
The  total  profits  shown  were  $40,695,935,  or  5.6  per  cent  on  their  in- 
vestment. 

The  sales  during  that  year,  as  reported  and  as  checked,  amounted 
to  $2,400,000,000,  and  on  the  basis  of  the  sales  the  profit  was  1.6  per 
cent;  that  is,  for  the  five  packers  for  the  entire  year. 

The  Chairman.  And  confined  to  meat  products? 

Mr.  Wilson.  Confined  to  meat  products  as  controlled  by  the  Food 
Administration. 

The  Chairman.  That  is  the  impression  I  got  and  I  simply  want 
to  verify  it. 

Mr.  WiiflON.  Yes,  sir;  that  is  correct. 

Mr.  Snook.  Do  these  figures  cover  all  your  transactions  or  just 
those  in  which  your  profits  were  limited ! 

Mr.  WnjBON.  Just  those  in  which  the  profits  were  limited  by  the 
Food  Administration.  It  has  nothing  to  do  with  the  general  bosi- 
ness.    These  are  the  controlled  departments. 

The  Chairman.  Proceed  with  your  statement,  Mr.  Wilson. 

Mr.  Wilson.  Those  figures  were  released  yesterday  and  they  will 
be  published,  I  am  sure,  probably  to-day. 

I  would  just  like  to  call  to  the  attention  of  the  committee  the  hut 
that  those  profits  on  that  volume  of  business,  a  perishable  busineecu  a 
risky  business  at  best,  fig^uring  5.6  per  cent^  I  do  not  believe  anybody 
could  argue  to  be  excessive.  I  think  any  packer  or  any  man  couM 
have  taken  that  amount  of  money  during  the  war  period  and  eMh* 
have  lent  it  out  at  a  greater  rate  of  interest  than  that 

Mr.  DoREMus.  Mr.  Chairman,  would  it  be  of  any  advantagip  to 
have  Mr.  Wilson  at  this  point  insert  a  list  of  these  controlled  prod- 
ucts ? 

The  Chairman.  I  think  they  have  already  been  put  in  the  rMvird. 

Mr.  Hamilton.  I  do  not  know  about  that,  Mr.  Chairman. 

The  Chairman.  Mr.  Wilson,  in  connection  with  the  statement  too 
have  just  read — I  do  not  mean  that  you  are  to  do  it  now — bat  wlien 

{rou  revise  the  stenographic  report  of  vour  hearing,  you  can  add  a 
ist  of  the  food  controlled  products  embraced  within  this  controL 
Mr.  WiMON.  Yes,  sir. 
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Mr.  Hamilton.  Can  not  Mr.  Wilson  state  right  now  the  limits  of 
the  Food  Administration's  control. 

Mr.  Wilson.  I  can  state  in  a  general  way. 

Mr.  Hamilton.  That  is  what  I  want. 

Mr.  Wilson.  It  includes  all  the  edible  end  of  the  business,  plus 
the  by-products,  and  nonedible  departments  which  are  credited  up 
to  the  live  animal  at  some  stange  or  other;  it  includes  all  of  the  edible 
products  of  the  packer's  business  and  then  it  also  includes  all  profits 
that  are  derived  from  the  operation  of  the  by-products  departments 
resulting  from  the  slaughter  of  animals  up  to  the  first  manufactur- 
ing point;  that  is,  up  to  the  first  market  point.  For  instance  I  want 
you  to  be  clear  on  that,  in  the  case  of  hides,  it  includes  the  market 
price  of  the  hides,  but  not  the  profit  on  leather  or  any  thing  of  that 
sort 

Mr.  Hamilton.  In  other  words,  cattle,  hogs,  poultry,  sheep — does 
it  cover  poultry? 

Mr.  Wilson.  Poultry  would  not  be  in  on  this  because  poultry  is 

controlled  in  another  way  through  separate  regulations.    It  would 

*  not  be  in  on  this  and  canned  vegetables  would  not  be  in  on  this,  nor 

canned  fish  would  not  be  in  on  this.    These  are  the  edible  products 

resulting  from  the  slaughter  of  animals. 

Mr.  Hamilton.  Will  you'  state  briefly  just  how  poultry  is  con- 
trolled in  another  way. 

Mr.  Wilson.  Well,  there  are  regulations  of  the  Food  Administra- 
tion limiting  the  profits  on  poultry;  separate  regulations,  because 
there  are  so  many  others  in  that  industry  besides  the  packers  that 
it  would  be  necessary  to  cover  that  separately. 

The  Chaibman.  Proceed,  Mr.  Wilson,  with  your  statement,  and  in 
editing  your  notes,  you  can  add  anything  that  will  further  explain 
the  matter,  if  you  wish  to  do  so. 

Mr.  Wilson.  It  is  my  idea,  after  careful  analysis,  that  this  bill 
contains  no  healthful  suggestions,  but  must,  in  carrying  out  the  pro- 
visions of  the  same,  result  in  hampering  and  ultimately  seriously  af- 
fecting the  economy  and  efficient  operation  of  the  business. 

I  am  quite  sure  that  when  you  gentlemen  have  heard  all  the  facts 
you  will  be  convinced  that  the  packing  house  business  as  it  is  at 
present  operated  is  most  economic  to  the  consumer,  and  any  legisla- 
tion tending  to  break  down  or  interfere  with  the  efficiency  of  this 
business  will  be  reflected  immediately  by  increased  cost  to  the  con- 
sumer without  any  benefit  to  the  producer. 

If  you  feel  there  is  need  for  improvement  and  it  can  be  found 
where  improvement  can  be  made,  then  take  the  business  as  it  stands 
to-day  and  help  us  improve  it. 

If  it  is  thought  best  to  take  the  stockyards  under  Government  con- 
trol, do  so  by  utilizing  the  present  efficient  management  and  super- 
vision, intelligently  regulatmg  these  facilities  to  whatever  extent 
necessary,  keeping  intact  individual  initiative. 

If  it  is  considered  advisable  to  make  some  improvement  in  the 
situation  that  will  be  more  healthful  for  the  smaller  packers,  the 
same  method  of  procedure  should  prevail.  Let  the  Government  find 
some  way  of  enabling  them  to  better  help  themselves.  This  applies 
particularly  to  distributing  facilities,  such  as  refrigerator  cars, 
branch  houses,  cold  storages,  etc. 
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Wilson  &  Co.,  is  already  short  of  refrigerator  cars,  which  I  will 
enumerate  in  detail  later  on,  and  I  do  not  believe  it  is  fair  or  good 
policy  that  you  should  force  my  company  to  reduce  its  operations  at 
the  various  plants  to  offset  the  lack  of  the  same  facilities  in  other 
companies.  It  must  be  apparent  that  unless  the  pix)per  progrrani  is 
carried  out,  conserving  and  building  up  what  is  already  emciently 
established,  the  consuming  public  will  be  the  sufferer.  Especially 
will  this  be  the  fact  if  present  car  line  organization  is  broken  up  and 
scattered. 

My  personal  opinion  is  that  the  function  of  the  (lovemment  i*^ 
not  to  provide  facilities  to  carry  on  commercial  enterprises.  ITiis 
ran  only  have  the  effect  of  stagnating  comi)etition  and  destroyire 
j)ersonal  initiative.  These  matters  should  be  treated  strictly  om  n 
commercial  basis  and  a  concern  .should  so  handle  its  business  that  ii^ 
results  will  enable  it  to  secure  credit  sufficient  to  build  cars  or  branch 
house  and  warehouse  facilities  necessary  to  take  care  of  their  in- 
creased  business.  Certainly,  speaking  for  Wilson  &  Co.  we  ha\** 
no  objections — in  fact  would  welcome  some  method  whereby  nil 
legitinuUe  competition  would  be  supplied  with  the  necos>ar}-  f  r  'i- 
ties  to  do  business. 

The  conditions  surrounding  my  takjnc:  over  the  management  of 
this  company  has  l)een  given  a  great  deal  of  publicity.  I  will  vrrr 
briefly  outline  the  transaction,  mv  reasons  for  making  the  change  an  J 
the  circumstances  surrounding  tiie  affairs  of  what  was  at  that  time 
the  S.  &  S.  Co. 

Mr.  Stcphens.  What  is  the  S.  &  S.  Co? 

Mr.  WiusoN.  Sulzberger  &  Sons  Co.  Up  to  the  time  that  matter 
was  brought  to  me,  I  had  been  for  about  28  years  in  the  employ  of 
Morris  &  Co.  I  started  in  with  them.  It  really  was  the  first  posi- 
tion that  I  ever  held,  yet  not  exactly  so,  because  I  had  worked  aooot 
a  year  for  the  Chicago,  Burlington  &  Quincy  Railroad;  but  at  the 
tinje  that  this  matter  was  brought  up  to  me,  I  was  president  of 
Morris  &  Co. 

I  was  approached  by  the  bankers  to  take  hold  of  the  business: 
that  is,  the  business  of  Sulzberger  &  Sons  Co.,  and  declined  the 
proposition  when  first  put  up  to  me. 

After  declining  individually  it  occurred  to  me  that  it  would  be  a 
good  thing  for  the  Morris  interests  and  the  Sulzberger  interest?  as 
well,  if  these  two  properties  could  be  made  into  one  ccmipanj — there 
beinff  several  points  where  plants  and  selling  facilities  would  not 
conflict,  offering  as  I  thought  an  opportunity  to  work  out  combined 
and  economical  management.  This  plan,  however,  did  not  work  out, 
as  the  Morris  interests,  at  that  time  represented  by  the  widow  of  the 
late  Edward  Morris  and  his  two  sons,  did  not  approve  of  it*  It 
\«as  after  this  plan  was  abandoned  that  I  was  again  approached  by 
the  bankers  to  take  charge  of  the  business,  negotiations  finally  result- 
ing in  my  entering  into  an  agreement,  most  of  the  details  of  which 
have  been  given  a  great  deal  of  publicity  and  doubtless  are  familiar 
to  the  minds  of  most  of  you  gentlemen,  if  not  all  of  you.  I  am  very 
glad,  however,  to  briefly  review  this  contract. 

Now,  in  doing  so,  it  'will  also  bring  up  the  question  of  my  salary, 
and  I  am  going  to  discuss  that  with  you,  saving  any  of  jou  gentk^ 
men  the  embarrassment  of  asking  me  what  it  is.  I  think* you  know, 
because  it  has  been  stated  by  the  Federal  Trade  people.    1  want  to 
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say  to  you— I  will  say  first  that  my  salary  is  $125,000  per  year ;  that 
that  is  the  same  salary  I  was  drawing  from  the  Morris  interests  when 
I  made  the  change.  There  was  no  additional  inducement  given  to 
me  in  the  way  of  salary.  My  salary  was  all  that  I  had  in  the  Morris 
interests.  Now,  in  conjunction  with  the  salarv  arrangement  that  I 
made  with  the  new  concern.  I  made  a  trade  with  them  for  a  certain 
amoimt  of  the  common  stock  of  the  Sulzberger  &  Sons  Co.,  and  that 
was  this,  and  I  will  state  in  advance  that  it  is  already  of  record  here 
that  the  common  stock  of  that  concern  had  been  oflfered  around,  in 
fact,  peddled  on  the  market,  and  Sulzberger  had  offered  it  to  Swift, 
the  entire  ^0,000,000  of  common  stock,  for  $1,000,000  or  $5  per  share. 
Now,  you  will  get  from  that,  gentlemen,  what  the  then  supposed 
value  of  that  stock  was. 

Mr.  Montague.  What  is  the  par  value? 

Mr.  Wiu90N.  One  hundred  dollars.  Now.  I  made  a  trade  and  thev 
gave  me  outright  one  and  a  half  million  dollars  of  the  common  stock 
of  that  company. 

The  Chairman.  Sulzberger  &  Sons  Co.  or  Wilson  &  Co.  ? 

Mr.  Wilson.  Sulzberger  &  Sons  Co.  Wilson  &  Co.  came  later. 
Wilson  &  Co.,,  Mr.  Chairman,  is  a  continuation  of  Sulzberger  &  Sons 
Co.  We  simply  changed  the  name  but  not  particularly  the  financial 
set  up. 

Mr.  Hamii/ton.  Were  you  not  obliged  to  reincorporate? 

Mr.  WiusoN.  No.  In  addition  to  the  million  and  a  half  of  common 
stock  that  was  given  to  me  without  any  charge,  they  gave  me  an 
option  on  three  and  a  half  million  dollars  of  the  common  stock  at 
$10  per  share.  Now,  I  recognized  at  the  time  that  that  was  more 
than  the  stock  had  b^n  offered  to  others  at,  but  I  was  not  in  a  posi- 
tion to  buy,  and  I  took  the  option  at  the  best  price  I  could  get, 
which  was  $10  per  share,  and  that  option  I  have  since  exercised,  and 
I  now  own — ^that  is,  myself  and  my  family — ^a  little  over  40,000 
shares  of  the  stock  of  now  Wilson  &  Co.,  formerly  the  S.  &  S.  Co. 

Mr.  Hamilton.  What  is  the  par  value  of  that  stock  now? 

Mr.  Wilson.  $100. 

Mr.  Hamilton.  I  mean,  what  is  it  selling  for  now  ? 

Mr.  Wilson.  On  the  market  to-day,  it  is  selling  for  about  67^. 
When  these  hearings  started  it  was  selling  for  $75.  I  mention  that^ 
because  I  think  it  is  significant. 

Mr.  Montague.  You  say  that  you  and  your  family  own  40,000 
shares. 

Mr.  Wilson.  Yes,  sir. 

Mr.  Montague.  What  is  the  total  number  of  shares  ? 

Mr.  W.IIV30N.  Two  hundred  thousand.  Now,  of  course,  looking  at 
the  proposition  to-day,  that  was  a  cracking  ^ood  trade  tnat  I  made, 
but  when  you  consider,  gentlemen,  the  condition  of  the  affairs  as  1 
found  them,  the  condition  of  the  affairs  of  that  company  as  they 
were  put  up  to  me  by  the  bankers  at  the  time,  it  was  not  quite  as 
promising  as  it  looks  to-day. 

I  do  not  want  to  repeat,  but  I  do  want  to  impress  upon  you  the  one 
fact,  that  I  did  not  get  any  increase  in  salary  when  I  made  the  move ; 
all  the  advantages  X  was  to  gejb  out  of  that  proposition  I  had  to  make 
out  of  the  stock,  and  it  was  up  to  me  to  make  the  prooosition  good 
ix^  order  to  get  any  ady^Jxtages  Qyer  what  I  already  haa.  . 
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The  Chairman.  Except  the  million  and  a  half  of  stock  which  was 
given  you. 

Mr.  Wilson.  The  million  and  a  half  which  was  given  me  out- 
right, but  unless  I  made  good  on  the 'proposition,  it  would  not  have 
been  worth  any  thine:,  because  I  could  not  have  gone  out,  probably, 
and  sold  that  million  and  a  half  at  any  price  at  that  time. 

The  Chairman.  I  am  not  pretending  to  argue  about  that,  but  I  am 
just  trying  to  get  it  clearly  in  my  own  mind. 

Mr.  Wilson.  Yes;  I  am  glad  you  brought  that  out,  because  I 
think  it  is  a  fair  suggestion  to  you. 

Now,  I  want  to  read  this  statement  to  you,  although,  it  will,  in 
some  respects,  repeat  what  I  have  just  said,  but  I  would  like  to 
have  it  before  you. 

Please  bear  in  mind  that  when  I  declined  to  sever  my  relations  as 
president  of  Morris  &  Co.,  which  company  I  had  served  for  28  jeMi% 
beginning  in  a  minor  clerical  capacity,  working  up  to  the  varioos 
stages  of  the  business  to  the  presidency  of  the  oompanv,  I  think  it 
can  be  assumed  that  I  was  f airlv  well  situated.  The  business  was 
prosperous,  my  relations  were  pleasant,  and  altogether  had  I  been 
so  inclined  I  could  have  rested  on  my  laurels,  so  to  speak,  but  when 
the  proposition  was  presented  to  me  by  the  bankers  I  saw  an  op- 
portunity of  taking  nold  of  a  property  where  was  offered  an  op- 
portunity to  reconstruct  and  build  up  and  put  on  its  feet  a  big 
business  in  a  line  I  was  familiar  with.  I  had  no  assurance  other 
than  confidence  in  myself  and  optimism  as  to  the  future  that  die 
change  I  was  about  to  make  would  be  a  good  one  for  myself*  I 
did  &0W,  as  everyone  who  Imows  anything  about  the  situation  also 
knows,  that  whatever  was  to  result  depenoed  entirely  upon  the  suc- 
cess of  the  rebuilding  u{)  of  this  business.  The  point  I  wish  to 
make  is  that  the  plan  which  afterwards  worked  out  sucoessfnlly  to 
the  gratification  of  myself  was  more  from  the  standpoint  of  sacoess 
than  the  monev  involved  and  was  to  a  certain  extent  m  the  beginnine 
a  gamble,  and  I  am  glad  to  be  here  and  have  the  opportnnity  of 
justifying  my  conduct  of  Wilson  &  Co.  as  well  as  my  relation  in 
the  packmg  industry  as  a  whole. 

First,  I  wish  to  say  that  the  controlling  interest  in  Wilson  A  Co. 
is  held  by  myself  and  my  friends.  In  fact,  contrar]^  to  statenient5 
made,  a  very  negli^ble  amount  is  held  by  the  original  bankinfr 
group  who  refinanced  the  business  when  I  took  charge. 

Mr.  Heney  has  given  the  impression  that  these  bankers  bad 
60  per  cent  of  the  common  stock  of  Wilson  &  Co.,  and  I  will  say  for 
your  information,  gentlemen,  that  they  have  not  over  10  per  cent 
altogether ;  that  is,  all  of  the  interests  put  together,  which  intcrestii 
are  on  record  before  you,  consisting  oi  Higgmson  A  Co.,  Solomaa 
&  Co.,  the  Chase  Bank,  the  Guaranty  Trust,  and  Kuhn,  Loeb  A  Ca : 
those  five  interests  combined  own  less  than  10  per  cent  of  the  oom- 
mon  stock  of  this  company,  and  I  would  like  to  say  in  that  con- 
nection that  contrary  to  the  impression  given  out,  that  I  am  finnlj 
of  the  opinion  that  these  men  had  no  thought  of  entering  into  the 
packing  or  into  the  food  business.  They  approached  tms  matter 
purely  as  a  banking  proposition.  They  saw,  or  they  thooAfat  thev 
saw,  an  opportunity  as  bankers  to  make  some  money,  and  tney  took 
the  proposition  on  with  the  Sulzberger  people,  with  that  idea,  and 
with  that  idea  only,  I  am  sure. 
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The  Chairman.  What  did  they  pay  for  their  stock  when  they  got 
it  originally? 

Mr.  Wilson.  That  I  can  not  answer  intelligently  because  I  have 
no  facts  on  that  situation,  but  I  think  those  facts  are  all  before  this 
body  in  the  nature  of  the  report  of  the  Federal  Trade  Commission. 
Mr.  Heney  investigated  all  those  facts. 

The  Chairman.  I  did  not  know  whether  it  was  admitted  by  your- 
self that  the  statement  in  the  report  as  to  what  the  bankers  paid 
for  that  stock  is  correct. 

Mr.  Wilson.  I  do  not  know,  Mr.  Chairman.  I  assume  they  are, 
but  those  statements  can  be  verified. 

Mr.  Hamilton.  What  percentage  of  the  stock  of  Sulzberger  & 
Sons  Co.  do  these  bankers  own  t 

Mr.  Wilson.  When  they  started  out,  they  had  substantially  60 
per  cent  of  the  common  stock. 

Mr.  Hamilton.  What  percentage  did  they  have  at  the  time  the 
change  was  made. 

.  Mr.  Wilson.  That  is  the  time  I  mean,  sir,  when  the  change  was 
made. 

Mr.  Hamilton.  And  now  they  have  not  to  exceed  10  per  cent. 

Mr.  Wilson.  Not  to  exceed  10  per  cent,  and  that  is  being  dis- 
posed of  by  them  all  along. 

Mr.  Hamilton.  They  approached  you  as  a  sort  of  lifesaver. 

Mr.  Wilson.  They  came  to  me  and  put  the  proposition  in  this 
way:  They  said  they  had  been  interested  in  that  business  at  that 
time  for  about  one  yeaj^.  They  had  promised  the  Sulzberger  Co. 
to  take  care  of  a  debenture  that  was  'coming  due  the  following  June 
of  $8,000,000,  and  before  carrying  out  that  agreement,  they  made 
a  pretty  careful  investigation  of  the  business.  They  had  a  thorough 
audit  made  of  the  business  and  an  inspection  of  all  the  plants  all 
over  the  country,  and  they  said  to  me,  when  they  saw  me,  that  they 
were  satisfied  that  that  business  lacked  two  fundamentals:  First,  it 
lacked  sufficient  financial  backing,  and  second,  it  lacked  the  proper 
management. 

Mr.  Hamilton.  And  their  stock  was  worth,  as  I  understand  you, 
at  the  time  of  this  change,  about  how  much  on  the  dollar? 

Mr.  Wilson.  Well,  on  the  market  it  was  not  worth  over  5  cents, 
but  I  doubt  if  it  was  worth  anything  at  that  particular  time,  be- 
cause they  could  not  dispose  of  it.  As  I  have  said  to  you,  it  was 
offered,  the  entire  stock,  at  5  cents. 

The  Chairman.  Or  $5  per  share. 

Mr.  Wilson.  Yes;  $5  per  share.  They  put  the  proposition  to  me 
in  that  way,  that  it  lacked  those  two  elements,  and  they  assured 
me  if  I  would  so  with  them  and  take  the  management  of  the  busi- 
ness, they  would  back  it  up  and  finance  it,  and  do  anything  that 
was  within  reason.    Does  that  answer  your  question? 

Mr.  Hamilton.  Yes,  sir. 

Mr.  Wilson.  Not  since  I  have  been  identified  with  this  company 
has  there  been  any  agreements,  understandings  directly  or  mdi- 
rectly  with  any  other  company.  Wilson  &  Co.  has  from  its  incep- 
tion, and  is  now  in  active  competition  with  all  other  companies 
handling  a  similar  line  of  products.  Is  it  not  conclusive  that  this 
is  true  when  you  consider  the  progress  made  by  Wilson  &  Co.  in 
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the  conduct  of  its  busiiiess  which  has  been  a  gradual  increase  ib 
sales  and  expansion  along  legitimate  lines? 

I  will  say  riffht  here,  gentlemen,  that  the  volume  of  our  business 
for  thevear  1915  was  $122^000,000.    Qur  business  last  year 

Mr.  Hamiltok  (interposing).    What  year! 

Mr.  Wilson.  1915;  tnat  was  the  year  I  associated  myself  with 
this  company,  on  the  22d  day  of  Marcn,  1916. 

The  CwATBMAN.  And  the  profits  for  1915  were  how  much  t 

Mr.  Wilson.  There  was  $122,000,000  of  business  done. 

The  Chairman.  I  understood  it  wrong.   I  tiiought  you  said  profits. 

Mr.  Wilson.  $122,000,000  of  business,  and  our  business  this  past 
year  was  a  little  less  than  $100,000,000. 

Mr.  Montague.  What  do  you  call  your  last  yearf 

Mr.  WiLBON.  1918. 

Mr.  Montague.  Ending  with  December  31  f 

Mr.  Wilson.  Yes,  sir. 

Mr.  Decker.  Did  you  say  $400,000,000? 

Mr..  Wilson.  Yes,  sir;  now,  I  would  like  to  say  also  in  that  con- 
nection, which  will  throw  a  little  light  on  the  condition  of  the  oom* 
pany  prior  to  my  taking  it  over  in  1912,  the  return  on  their  net  worth 
was  1.52  per  cent.  In  1913  it  was  1.52  per  cent,  exactly  the  same  as 
1912;  in  1914  it  was  1.18  per  cent,  and  in  1915,  4.40  per  cent  ThaU  I 
think,  reflects  the  condition  of  that  business  prior  to  the  change ;  ami 
in  that  connection  I  think  I  might  here  put  on  record  our  showings. 
I  have  ^iven  you  the  total  showing  under  the  Food  Administration 
reflations — the  showing  of  Wilson  &  Co.  for  that  entire  year  was 
6.70  per  cent  on  the  invested  capital  and  1.99  per  cent  on  the  turn- 
over. 

Mr.  Sweet.  When  you  say  $400,000,000  you  mean  $400,000,000  as 
measured  by  your  sales? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  Are  you  going  to  file  anywhere  with  your  state- 
ment a  statement  giving  in  detail  your  business,  expenses,  and  m 
forth  for  last  year  ? 

Mr.  Wilson.  No;  because  we  only  closed  the  year  at  the  end  of 
December.  We  differ  in  that  respect  from  all  the  other  packers.  As 
soon  as  that  statement  is  audited,  and  we  have  Price- Waterhousr 
working  on  the  statement  now,  and  as  soon  as  it  is  audited,  I  will  be- 
very  glad  indeed  to  send  a  copy  of  it  here. 

The  Chaieman.  We  will  be  very  glad  to  have  it. 

Mr.  Wilson.  Before  going  into  the  general  conduct  of  the  business 
in  its  various  ramifications,  I  wish  to  state  briefly  some  facts  in  ooa- 
nection  with  the  acquisition  by  this  company  of  the  packin|rplant 
at  Albert  Lea,  Minn.,  which  has  been  commented  on  oy  Mr.^Ueney 
to  some  extent,  and  I  regret  to  say,  Mr.  Heney  has  apparently  htm 
misinformed  as  to  several  vital  points  in  connection  with  the  acqui- 
sition of  this  property  and  the  operation  of  same. 

It  is  a  matter  of  record  and  common  knowled|^  that  the  Albert 
Lea  Packing  Co.,  of  Albert  Lea,  Minn.,  was  acquired  bv  Sulzberger 
A  Sons  Co.  about  two  years  before  I  took  charge  of  tne  company. 
The  Albert  Lea  Packing  Co.  was  originally  a  cooperative  affair  or- 
ganized  and  the  stock  owned  by  a  large  number  of  farmers,  slock 
raisers,  and  residents  of  Albert  Lea.  It  was  operated  a  short  tinif 
and  closed,  presumably  on  account  of  lack  of  adequate  capital.    Earir 
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in  1914  Mr.  W.  F.  Gage,  of  Albert  Lea,  Minn.,  president  of  the  old 
Albert  Lea  Company  endeavored  to  interest  Sulzberger  &  Sons  Co. 
in  tile  purchase  of  the  company.  At  that  time  the  Sulzbergers  de- 
cided they  would  not  purchase  same.  Later  Mr.  Gage  came  to  Chi- 
cago with  a  delegation  of  business  men  from  Albert  Lea,  some  of 
whcnn  were  stockholders  of  the  old  company.  They  made  a  very 
strong  plea  that  the  Sulzbergers  take  over  this  property,  otherwise 
the  stockholders  would  lose  their  investment  and  the  live-stock  inter- 
ests in  the  territory  tributary  to  Albert  Lea  would  suffer.  After 
considerable  negotiations,  arrangements  were  finally  made  for  the 
sale  of  this  property  to  the  Sulzl^rger  Co.,  and  this  plant  was  taken 
over  by  the  Sulzberger  Co.  the  latter  part  of  1914,  and  has  been  op- 
erated continuously  since;  extensive  improvements  and  additions 
have  been  made.  The  plant  is  the  largest  industry  in  Albert  Lea, 
and  as  now  operated  is  undoubtedly  a  great  benefit  to  the  town  of 
Albert  Lea  and  to  the  live-stock  raisers  in  that  section. 

I  would  just  like  to  emphasize,  that  date,  ^^the  latter  part  of 
1914,"  because  I  am  going  to  refer  to  it  asain  in  a  few  minutes,  and 
also  to  remind  you  that  I  associated  myself  with  this  firm  in  1916. 

Mr.  Montague.  What  name  does  it  go  under  now — ^Wilson  &  Co.  ? 

Mr.  Wilson.  No,  sir;  the  Albert  Lea  Packing  Co. 

Mr.  Montague.  It  still  keeps  its  old  name? 

Mr.  WiMON.  Yes^  sir. 

The  mere  suggestion  that  we  have  made  it  difficult  for  Mr.  Hormel 
to  oi>erate  his  plant  at  Austin,  which  is  about  30  miles  from  Albert 
Lea,  is  an  unfair  statement,  not  warranted  by  facts.  The  records  of 
the  Agricultural  Department  will  show  that  Hormel  &  Co.'s  volume 
has  not  been  curtailed  by  the  operation  of  the  Albert  Lea  plant.  I 
do  not  think  that  he  has  had  any  trouble  in  getting  all  the  hogs  he 
wanted,  excepting  possibly  in  the  summer  months,  which  is  the  season 
for  small  hog  receipts  in  all  markets.  As  a  matter  of  fact,  within  the 
last  oouple  of  months  Mr.  Hormel  made  the  statement  to  the  Food 
Administration  in  my  hearing  that  he  could  not  handle  all  the  hogs 
that  were  being  offered  him. 

Mr.  Heney  rarther  states,  apparently  with  the  view  of  leaving  the 
impression  tiiat  it  was  done  to  handicap  Hormel  &  Co.,  that  Cudahy 
established  a  concentration  station  100  miles  up  the  railroad  the 
other  side  of  Hormel,  but  Mr.  Heney  fails  to  state  that  the  Cudahy 
referred  to  is  the  Cudahy  Bros,  of  Imlwaukee,  a  company  owned  ana 
operated  entirely  independent  of  the  Cudahy  Packing  Co.  In  fact, 
the  Cudahy  Bros,  of  Milwaukee  is  considered  one  ox  the  largest  oi 
the -so-called  independent  packers  in  the  country,  and  so  far  as  com- 

Siting  with  the  larger  packers,  is  exactly  in  the  same  position  as 
ormel  &  Co.  Mr.  Henev  further  states  that  Hormel  pays  at  his 
plant  the  Chicago  prices  for  hogs,  saving  the  farmer  the  freight  to 
Ohioa^  and  the  commission  he  would  ^have  to  pay.  I  venture  the 
assertion  that  if  Hormel  or  anv  western  packer  made  a  practice  of 

Saying  Chicago  prices  for  his  noes  he  would  set  more  hogs  in  one 
ay  than  he  coula  handle  in  a  week,  but  it  would  not  be  very  long  be- 
fore the  plant  closed,  as  he  would  not  be  able  to  compete  with  the 
packers  east  of  him  on  account  of  the  higher  freights  on  his  finished 
product  to  the  seaboard. 

Hormel  &  Co.  have  built  up  a  large  and  undoubtedly  profitable 
business.    They  have  built  same  on  the  lines  that  the  larger  packers 
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have  tried  to  work,  and  on  the  lines  that  any  successful  business  must 
be  built,  and  that  is  employing  or  developing  good  men,  closest  pos- 
sible following  of  every  detau  by  the  owners  and  managers  of  the 
business,  fair  treatment  to  the  producer,  the  dealer,  and  the  oon- 
sumer.  Mr.  Heney  makes  a  number  of  references  to  the  failure  of 
cooperative  packing  company  plants.  I  believe  an  inyostigatioii  of 
any  specific  case  of  the  failure  of  a  cooperative  plant  will  develop  the 
following  facts: 

First,  that  the  plant  was  started  without  adequate  capitaL 

Second,  that  the  management  was  placed  in  inexperienced  hands, 
and  the  result  would  have  been  no  different  had  the  cooperative  plants 
been  furniture  factories,  automobile  factories,  or  any  line  of  mann- 
facturing  business  which  requires  experienced  skill  and  adequate 
capital. 

Now,  gentlemen,  in  that  connection  I  have  not  any  doubt  but  what 
you  are  familiar  with  the  evidence  which  Mr.  Heney  has  ffiven  on 
that  subject.  I  am  not  sure  whether  it  was  given  before  this  com- 
mittee or  before  the  Senate  committee. 

Mr.  MoNTAGXTs.  He  has  not  appeared  before  this  conunittee. 

Mr.  Wilson.  Then  I  will  tell  vou  about  it.  In  the  record  over 
there,  Mr.  Heney  has  said,  in  the  nrst  place,  that  as  soon  as  I  became 
interested  in  the  business  of  Wilson  &  Co.,  that  I  immediately  went 
up  North  there  and  located  this  old,  deserted  packing  house  at 
Albert  Lea.  Minn. ;  that  I  bpught  it,  and  that  I  started  it  up,  and 
that  I  immediately  commenced  to  make  it  impossible  for  Mr.  Honnel 
to  buy  the  hogs  necessair  to  run  his  business.  In  addition,  as  I  have 
stated  here,  that  the  Cudahv  people,  another  of  the  Big  Five,  started 
a  concentration  point  in  tnat  vicinity,  and  also  helped  to  make  it 
impossible  for  Mr.  Hormel  to  buy  his  hogs.  Mr.  Victor  Murdock»  I 
think,  was  before  you  gentlemen  when  Mr.  Colver  was  here. 

The  Chairman.  He  was  present,  but  he  has  not  made  any  formal 
statement. 

Mr.  WiDSON.  Mr.  Murdock,  when  Mr.  Colver  was  describing  that 
situation  to  you  gentlemen,  described  the  beautiful  green  fields  up 
there,  and  he  very  graphically  described  the  starting  up  of  that 
business  with  Mr.  Hormel  starting  in  with  lolling  just  a  few  hogs* 
and  so  forth,  and  then  showed  how  these  big  packers  surrounded 
him  and  made  it  impossible  for  him  to  do  business.  In  addition,  Mr. 
Heney  has  stated  before  the  Senate  committee  that  Wilson  A  Co. — 
and  he  has  got  papers  from  the  files  of  Wilson  &  Co.  to  prove  that 
Wilson  &  Co.  instructed  their  hog  buyers  at  Albert  Lea  to  buy  the 
hogs  away  from  Mr.  Hormel  at  Austin,  to  go  under  him  if  neoeasanr. 
and  ship  the  hogs  to  Chicago,  if  necessary,  at  a  loss. 
'  Now,  I  want  to  say  to  you  gentlemen  that  that  statement  is  the 
same  as  the  other.  In  the  nrst  place,  he  makes  the  defiinite  stat^nent 
that  I  personally  went  up  there  and  bought  that  property  after  I 
took  over  this  business.  I  want  to  sa^  to  you  positively  that  the 
property  was  in  the  possession  of  this  concern  and  operated  for 
nearly  two  years  prior  to  my  associating  myself  with  Wilson  A  Ca 
or  the  Sulzberger  business. 

Mr.  Hamilton.  In  1912,  then  ? 

Mr.  Wilson.  No;  1914. 

Mr.  Hamilton.  The  Sulzberger  Co.  got  it  in  1914? 

Mr.  Wilson.  Yes,  sir.. 
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Mr.  Hamilton.  And  you  went  in  in  1916? 

Mr.  Wilson.  Yes,  sir;  and  I  want  to  say  to  you  that  he  can  not. 
present  any  letters  showing  that  Wilson  &  Co.  instructed  their  hog 
buyers  to  <io  any  such  thing.  I  make  that  as  a  positive  statement, 
because  I  have  called  upon  the  Federal  Trade  Commission  to  show 
me  the  letter  stating  that,  and  they  can  not  produce  any  such  letter. 
They  do  produce  a  letter  from  our  superintendent  to  the  head  of  our 

E revision  department  saying  that  unless  they  are  able  to  get  more 
ogs  to  operate  that  plant  at  Albert  Lea,  they  will  have  to  go  into 
the  further  territory,  and  I  defy  Mr.  Heney  or  anybody  else  to 

1>resent  any  letter  showing  that  any  instructions,  as  a  result  of  that 
etter,  were  given  to  our  nog  buyers.    It  was  merely  a  suggestion 
from  an  operating  superintendent  to  the  head  of  our  provision  de- 

{)artment  m  Chicago,  contrary  to  the  statement  he  made,  that  that 
etter  showed  that  these  instructions  went  out  from  Chicago  to  our 
hog  buyers  to  do  that. 

The  Chairman.  I  do  not  want  to  interrupt  you,  but  that  is  a 
statement  that  Mr.  Heney  made  before  the  Senate  committee? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  And  of  course,  you  contemplate  going  before  that 
committee?  • 

Mr.  Wilson.  Yes,  sir.  I  just  cite  that,  and  I  am  not  finding  fault 
with  Mr.  Heney  or  the  Federal  Trade  Commission,  but  it  is  very  un- 
fortunate that  such  statements  are  made  by  men  of  such  standing  and 
with  that  backing  of  the  Government  and  not  substantiated  by  the 
facts.  I  do  not  think  Mr.  Heney  wanted  deliberately  to  hurt  me  or 
Wilson  &  Co.  by  that  statement ;  but  he  simply  recited  his  interpreta- 
tion of  the  thin^,  maybe,  that  he  had  heard  or  thought  he  had  seen, 
and  they  are  entirely  unfair,  and  I  just  bring  that  out  to  bring  to  your 
attention  the  fact  that  had  they  given  me  the  opportunity  to  have  dis- 
cussed these  matters  with  them,  I  would  have  saved  that  embarrass- 
ment to  them  and  to  me,  too. 

Mr,  Montague.  Was  that  letter  to  which  you  have  just  alluded 
published  in  the  Senate  hearings?  Did  Mr.  Heney  put  it  in  the  hear- 
ings of  the  Senate  committee? 

Mr.  Wilson.  Yes,  sir.  I  want  you  to  know  also  that  this  all  hap- 
pened, of  course,  long  prior  to  my  associating  myself  with  the  com- 
pany. 

Mr.  Montague.  You  mean  this  letter  from  the  superintendent? 

Mr.  Wilson.  Yes,  sir. 

Mr.  Montague.  Was  that  before  you  became  associated  with  this 
convpany? 

Mx.  Wilson.  Yes,  sir;  long  before. 

Now,  before  leaving  that  point,  I  want  to  bring  to  your  attention 
the  statement  that  Mr.  Hormel  has  made  in  connection  with  that 
matter.  Mr.  Hormel  appeared  before  you  and  I  read  his  evidence, 
and  he  told  you  that  he  started  up  in  business  in  1892,  and  during  the 
year  1892  he  slaughtered  610  hogs. 

Mr.  Decker.  Who  is  that  ? 

Mr.  Wilson.  Mr.  Hormel  at  Austin,  Minn.,  the  one  Mr.  Heney 
claims  we  are  trying  to  put  out  of  business.  He  slaughtered  in  1892, 
610  hogs  during  the  entire  year.  He  has  also  testified  that  he  is  now 
slaughtering  4,000  hogs  per  day.    He  has  also  testified  that  he  is  ship- 
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ping  100,000,000  pounds  of  stuff  per  year.  He  has  testified  before  you 
that  he  has  a  very  healthy  business ;  that  he  has  felt  no  ill  effects  from 
the  competition  of  any  packer,  and  he  has  developed  a  business  with  a 
capital  of  $2,200,000  of  common  stock  and  $1,000,000  of  prefemMl 
stock.  He  has  progressed.  Nobody  has  stopped  him  ana  there  is 
nobody  trying  to  stop  him,  and  there  is  nobody  who  can  stop  him. 

Mr.  Montague.  You  mean,  then,  to  convey  the  idea  that  he  is  very 
much  injured  in  the  Federal  Trade  Commission's  opinion  but  in  his 
own  opinion  he  is  not  injured? 

Mr.  Wilson.  Yes,  sir.  The  Federal  Trade  Commission  people  amy 
he  has  been  injured. 

Mr.  Montague.  And  he  himself  says  he  has  not  been  ? 

Mr.  WnjBON.  Yes ;  he  said  that  to  you  and  he  said  that  before  the 
Senate  committee,  very  emphatically,  and  the  facts  show  he  has  not« 
and  1  know  he  has  not. 

Mr.  Rayburk.  Is  this  place  Mr.  Murdock  testified  about  Albert  Lem^ 
Minn.  ? 

Mr.  Wilson.  Yes,  sir. 

Mr.  Rayburn.  Or  Austin? 

Mr.  W11.SON.  No,  sir;  our  plant  is  at  Albert  Lea  and  Hormel  in  at 
Austin,  and  they  are  about  30  miles  apart. 

Mr.  Kayburn.  This  is  the  concern  that  Mr.  MurdOck  testified  thml 
somebody  had  gone  just  outside  of  them  and  had  frozen  them  out,  €»r 
starved  them  out. 

Mr.  W1U8ON.  Yes,  sir. 

Mr.  Ratburn.  And  jou  say  that  he  is  prosperous! 

Mr.  Wilson.  Yes,  sir;  very  prosperous.  He  testified  before  vou 
and  told  you  of  the  success  he  had  nad  in  his  business;  that  he  nasi 
had  no  interference  from  anv  of  the  larger  packers,  and  haa  hmd 
no  difficulty  in  competing  with  the  larger  packers. 

Mr.  Ratburn.  And  he  is  getting  as  much  live  stock  as  he  waiit» 
to  buy? 

Mr.  WiiJK)N.  He  is  getting  more  than  he  can  buy  and  more  thma 
he  can  handle,  and  he  has  so  stated.  He  did  not  state  that  herci^ 
but  he  has  so  stated  in  my  hearing  to  the  Food  Administration,  that 
he  can  not  take  care  of  ail  the  hogs  that  are  coming  to  him. 

Mr.  MoNTAOuz.  Does  he  have  refrigerator  carsf 

Mr.  Wilson.  Yes,  sir;  he  testified  here  that  he  did  not  own  anv 
now;  that  he  had  had  ten,  but  had  found  them  unprofitable,  if  \ 
remember  his  evidence  as  I  read  it  correctly,  and  that  now  he  U 
depending  up<m  the  railroads,  and  I  think  he  has  at  times  leaaed 
some  cars. 

Mr.  Snook.  This  is  the  statement  Mr.  Murdock  made,  in  sob- 
stance,  on  pa^  95  of  Mr.  Colver's  statement: 

During  this  investigation — ^that  is,  the  Federal  Trade  Commis- 
sion's investigation — it  was  discovered  that  the  larger  packers,  the 
five  big  packers,  or  some  of  them,  had  established  around  the  citr 
of  Austin,  Minn.,  concentration  buying  places,  places  where  siodc 
could  be  intercepted  on  its  way  into  Austin,  taken  away  from  Austnu 
and  shipped  into  Chicago. 

And  then  he  went  on  to  say  that  eventually  they  would  wipe  this 
plant  out. 
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Mr.  Wilson.  Yes,  sir;  and  I  am  now  telling  you  they  did  not  do 
that,  and  that  the  concentration  point  that  Mr.  Heney  referred  to  in 
his  evidence  before  the  Senate  committee  was  one  established  by 
Cudahy  Brothers  of  Milwatikee,  who  are  just  as  much  of  an  inde- 
pendent concern  as  Mr.  Hormel  is. 

Mr.  Decker.  Are  they  any  relation  to  the  other  Cudahy  ? 

Mr.  Wilson.  I  think  there  is  a  relationship,  but  I  do  not  know 
what  it  is.    I  think  it  is  rather  distant. 

Mr.  Decker.  I  mean  a  blood  relationship  and  not  a  financial  one. 

Mr.  Wilson.  That  is  what  I  mean.  I  think  there  is  a  distant 
relationship. 

Mr.  Decker.  And  they  are  doing  business  for  themselves? 

Mr.  Wilson.  Yes,  sir;  entirely  so,  and  perfectly  capable  of  tak- 
ing care  of  themselves. 

Mr.  Decker.  You  do  not  know  whether  the  Chicago  Cudahys  own 
any  stock  in  the  Milwaukee  Cudahy  concern  ? 

Mr.  Wilson.  I  think  it  has  been  stated  they  do  not. 

Mr.  Creigh.  For  the  purpose  of  completing  the  record,  I  can 
say  positively  that  they  do  not;  that  there  is  no  interrelation  of 
management  or  financial  affairs  of  any  kind. 

The  Chairman.  You  may  proceed,  Mr.  Wilson. 

Mr.  Wilson.  Another  transaction  which  has  been  touched  upon 
at  this  hearing  is  the  T.  M.  Sinclair  Co.,  of  Cedar  Kapids,  Iowa. 
These  properties  were  acquired  by  the  former  management  in  1913, 
after  considerable  negotiation  with  the  Sinclair  interests,  for  the 
sole  purpose  of  furnishing  additional  facilities  for  the  sales  dis- 
tribution already  established.  I  will  be  very  glad  if  the  interests 
controlling  the  business  who  have  been  active  in  its  management 
since  that  time  were  questioned  as  to  the  fairness  and  honesty  of 
the  deal,  both  at  the  time  and  since  the  property  has  been  ac- 
quired, particularly  since  I  have  been  president  of  Wilson  &  Co. 

The  acquisition  of  these  properties  has  resulted  in  increased  com- 
petition for  live  stock,  and  a  healthy,  prosperous  growth  of  the  busi- 
ness resulting  in  capacity  operations  and  employing  the  maximum 
amount  of  labor  at  the  highest  wages. 

I  would  like  to  say  that  when  I  went  with  the  concern,  Mr.  Sidney 
Sinclair  was  president  of  the  T.  M.  Sinclair  Co.  of  Cedar  Rapids, 
and  he  continued  as  president  up  to  the  time  he  died,  which  was 
about  one  year  ago,  and  he  was  succeeded  by  his  nephew,  Mr.  Archer 
Sinclair  and  Mr.  Robert  Sinclair;  and  they  have  continued  uninter- 
rupted in  the  management  and  in  the  policy  of  that  concern,  with 
such  help  as  we  are  able  to  give  them  only,  and  they  are  perfectly 
able  and  competent  to  do  it,  and  do  do  it,  and  do  it  well,  and  have 
been  successful,  continually  successful;  and  since  their  association 
with  this  concern  they  have  increased  their  business  very  materially ; 
and  in  my  opinion,  it  has  been  a  great  help  to  them  as  well  as  a  help 
to  that  part  of  the  country ;  that  is,  a  help  to  the  producers  in  that 
part  of  the  country. 

Wilson  &  Co.  is  in  active  competition  with  all  similar  lines  of 
business,  backed  up  by  an  efficient  management  in  every  branch  of 
the  business,  having  improved  their  manufacturing  facilities,  brought 
their  products  up  to  the  highest  state  of  efficiency  and  won  the  con- 
fidence of  the  public  at  large,  including  the  financial  interests  all  over 
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the  country,  with  the  result  that  the  business  has  grown  to  its  preaaxt 
proportions  within  a  period  of  a  little  less  than  three  years. 

Wilson  &  Co.  have  no  interest  in  the  Chicago,  or  any  other  weBfconi 
stock  yards. 

I  want  to  say  right  there,  in  order  that  there  may  be  no  poesible 
question  about  it,  I  state  positively  that  the  company  has  absolutely 
no  interest  in  any  western  yards,  but  I  want  to  give  you  before  pass- 
ing, my  personal  interests.  I  ought  not  to  take  your  time  in  men- 
tioning tnem  because  they  are  so  small  that  they  have  and  oonld 
have  absolutely  no  influence,  but  I  will  start  by  saying  that  I  have 
not,  directly  or  indirectly,  one  share  of  stock  in  the  Chicago  stock 
yards  or  in  any  of  the  companies  connected  with  it;  I  meanT)y  that, 
the  Maine  Co.  or  the  New  Jersey  Co.  or  any  of  them.  I  have  no  in- 
terest whatever  in  the  Chicago  stock  yards,  personally,  or  any  of  my 
family  or  any  of  my  connections. 

In  Kansas  City,  I  own  28  shares  of  preferred  stock  and  I  own  254 
shares  of  common  stock.  That  preferred  stock  represents  1*30  of  1 
per  cent  of  the  issue,  and  the  common  stock  represents  1.45  per  cenC 

In  Oklahoma,  I  own  500  shares;  that  is,  my  children,  Mrs.  Wilson 
and  myself  together,  own  500  shares,  representing  5  per  cent  of  the 
canital  stock  of  the  Oklahoma  Stock  Yards. 

Mr.  Hamilton.  Where  are  they  located? 

Mr.  Wilson.  At  Oklahoma  City.  In  the  St.  Louis  National  Stock 
Yards,  at  East  St.  Louis,  I  have  154  shares  out  of  a  capital  of 
$4,300,000,  or  figuring  it  in  percentage,  it  represents  .0038 — ^it  is 
pretty  hard  to  call  that. 

Now,  I  cite  this  because  in  the  chart  which  Mr.  Heney  has  pre- 
pared— or  the  Federal  Trade  Commission — ^he  shows  a  joint  owner- 
ship in  all  these  yards,  and  in  every  instance  he  has  shown  Wilson  tt 
Co.  as  being  interested  in  these  yards  where  I  have  these  personal 
interests,  interests  that  I  bought  on  the  market,  and  paid  the  market 
price  for  with  my  own  money,  and  which  I  own  absolutely  for  my- 
self and  for  nobody  else ;  and  they  are  so  small  that  I  am  sure  yoo 
gentlemen  will  agree  that  they  could  have  no  influence  in  the  open* 
tion  of  the  business. 

Wilson  &  Co.  have  no  interest  in  Chicago  or  any  other  western 
stock  yards.  Our  purchases  of  live  stock  are  made  principallv  at 
stock  yards  located  in  Chicago,  Kansas  City,  and  Oklahoma  City, 
and,  as  I  have  previously  stated,  we  have  no  stock-yards  interai^ 
whatever  there.  We  have  experienced  no  disadvantage  in  buying 
the  quantities,  qualities,  or  at  the  same  price  as  our  competitors, 
being,  we  are  convinced,  on  equal  terms  with  all. 

Mr.  Hamilton.  You  spoke  a  moment  ago  of  western  stock  yards. 

Mr.  Wilson.  I  say  that  because  we  have  yards  at  Jersey  City  called 
the  Central  Union  Stock  Yards  Co.,  which  really  is  not  a  market 
yards.  It  is  a  yards  to  furnish  the  facilities  for  our  own  cattle, 
primarily,  that  we  ship  for  slaughter  in  New  York  for  the  Kosher 
or  Jewish  trade ;  and  I  did  not  want  to  make  a  statement — ^I  eoold 
not  make  the  statement  that  we  did  not  own  any  stock  yards  becaiB^ 
we  do  have  that  one,  although  it  is  not  what  is  conunonly  known  tf 
a  market  yards. 

Mr.  Hamtlton.  And  that  is  the  only  stock  yards  in  the  East  yoo 
have  any  interest  in? 
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Mr.  Wilson.  That  is  the  only  one,  exceptinff  on  the  B.  &  O.  in  con- 
junction with  that,  we  have  a  little  yards  where  the  cattle  or  stock 
en  route  are  taken  off  and.  watered  and  forwarded  at  Connells- 
ville.  Pa. 

Mr.  Parker  of  New  Jersey.  Where  is  the  yard  you  say  you  own? 

Mr.  Wilson.  That  is  at  Jersey  City,  known  as  the  Central  Union 
Stock  Yards.  It  is  not  what  is  commonly  known  as  the  Jersey  City 
Stock  Yards.  That  is  a  yards  that  has  been  under  discussion  here, 
which  is  controlled  by  some  of  the  other  packing  interests. 

Mr.  EscH.  Do  any  of  your  directors  or  stockholders  have  interests 
in  these  stock  yards  to  your  knowledge? 

Mr.  Wilson.  No;  none  whatever.  None  of  our  people  have  in  any 
way  that  I  know.  I  know  they  have  none  that  they  hold  for  the  com- 
pany, and  none  of  them,  as  far  as  I  know,  have  any  for  themselves. 

The  Chairman.  Proceed  with  your  statement,  Mr.  Wilson. 

Mr.  Wilson.  In  this  connection  it  is  my  opinion  that  stock  yards 
under  the  control  and  management  of  private  corporations  are  su- 
perior in  every  way  to  what  they  would  be  under  Government  owner- 
ship or  control.  We  believe  that  under  the  present  circumstances 
competition  and  efficiency  in  the  operation  of  yards  is  more  assured. 

I  say  that,  ^ntleman,  from  my  experience  in  connection  with  the 
operation  of  these  yards.  I  have  been  in  positions  where  I  could  ob- 
serve them,  and  I  know  that  the  ownership  by  any  of  the  other  pack- 
^^  in  any  of  the  yards  where  I  am  doing  business  has  had  absolutely 
no  effect  on  my  buying  live  stock.  I  am  thoroughly  satisfied  that  my 
buyers  have  every  privilege  that  the  buyers  of  any  of  the  other  pack- 
ers who  may  own  stock  have,  whether  they  own  it  or  not,  in  any  of 
the  yards.  1  am  perfectly  willing  to  take  my  chances  with  the  buyers 
of  the  other  packers  regardless  of  their  ownership  in  stock  yards.  I 
am  perfectly  satisfied  I  nave  an  even  break  with  them  in  that  respect. 
There  has  been  a  great  deal  of  talk  with  reference  to  this  question, 
and  I  am  just  going  to  discus  one  feature  of  it  with  you  gentlemen. 
I  do  not  want  to  overload  you  with  it.  I  heard  your  remarks  about 
the  stock  yards  and  the  intimation  that  you  were  pretty  familiar  with 
it,  but  I  would  like  to  take  a  little  of  your  time  and  give  you  the  his- 
tory of  the  Oklahoma  yard  situation.  I  think  it  is  due  you  I  should 
do  that,  because  I  located  those  yards  at  Oklahoma  City  and  was 
responsible  for  their  being  there,  and  I  have  taken  a  great  interest 
in  that  development  and  the  development  of  live  stock  in  that  State 
ever  since. 

I  will  say  to  you  that  when  I  was  still  in  the  employ  of  Morris 
&  Co. — ^I  was  then  vice  president  of  Morris  &  Co. — ^Mr.  Edward 
Morris  was  not  very  well.  He  was  in  Europe  at  the  time  and  had 
been  for  several  months.  I  sent  three  or  four  of  our  men  out  through 
the  southwestern  country. and  they  made  a  survey  of  that  country, 
spending  probably  four  months,  with  a  view  to  locating  somewhere 
out  there.  I  did  not  know  where  it  was  going  to  be.  We  had  been 
offered  inducements  to  go  to. Fort  Worth.  A  delegation  of  the 
Business  Men's  Club  of  Fort  Worth  came  to  Chicago  and  saw  me, 
and  offered  us  ^at  inducements  to  go  to  Fort  Worth ;  but  I  did  not 
want  to  determine  where  we  would  go  until  I  had  made  a  survey  of 
the  country,  and  I  sent  these  men  out  and  they  spent  three  or  four 
months  making  an  exhaustive  study  of  the  then  conditions  and  possi- 
bilities, and  after  they  had  done  that  and  made  their  report,  I  per- 
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sonally  went  out  into  the  field,  and  I  finally  landed  at  Oklahoma  City. 
where  the  yards  are  to-day.  I  do  not  Ipiow  whether  any  of  you  h«^ 
ever  been  tnere,  but  we  have  yards  there  with  an  investment  of  about 
$1,250,000. 

Mr.  Hamilton.  How  manv  acres  in  that  yord. 

Mr.  Wilson.  In  the  yards  proper  there  are  probably  80  acraa 
That  is  a  guess,  Mr.  Congressman,  because  I  do  not  know  exactlv 
without  checking  it  up,  but  when  I  went  out  there,  there  were  no  8to« 
yards  in  Oklahoma  City,  none  whatever.  I  determined,  finally,  to 
locate  before  I  said  a  word  to  anybody  in  Oklahoma  City,  the  Com- 
mercial Club  or  anybodv  else,  although  we  had  from  time  to  time  had 
re<}uests  from  them  to  locate  out  there,  suggesting  they  would  make 
it  interesting  for  us  if  we  could  come  out  there.  But  "before  I  went 
near  airyr  of  those  people  I  made  a  personal  survey  of  the  coontrj 
and  I  mially  located  a  piece  of  property  that  I  thought  was  what 
we  wanted.  It  was  then  a  beautiful  alfalfa  field,  and  I  arranged  to 
buy  it,  and  we  did  buy  it.  Then  I  saw  the  Industrial  Club,  and  at 
that  time  they  were  very  enthusiastic  and  they  agreed  to  give  to 
Morris  &  Co.  if  they  would  locate  a  packing  house  there  $250<,000. 
which  agreement  was  afterward  consummated.  That  was,  I  think, 
in  1909.  Morris  &  Co.  went  ahead  then,  and  they  incorp<»'ated  the 
stock  yards  and  they  started  work  on  a^  packing  plant  at  that  point 

Mr.  Hamii/ton.  Did  you  take  title  to  this  alfalfa  field  in  yourself 
or  in  somebody  else? 

Mr.  WiusoN.  That  was  taken  not  to  myself  but  it  was  taken  in  the 
name  of  the  company  or  else  in  the  name  of  an  individual  at  the  time« 
I  am  not  sure,  and  afterwards  put  in  the  name  of  the  company.  I 
am  not  quite  sure  about  that. 

Mr.  Hamilton.  Precisely;  and  the  $250,000  inducement  occurred 
afterwards? 

Mr.  Wilson.  That  inducement  went  directly  to  them.  That  wa^ 
a  direct  promise  to  Morris  &  Co.  for  the  location  of  the  packinir 
house  there. 

Mr.  Pabker,  of  New  Jersey.  Did  they  get  stock  for  it  or  just  pve  ii 
to  them  ? 

Mr.  Wilson.  They  just  gave  them  the  money.  FinaUy,  Morris  A 
Co.  went  ahead  and  built  a  packing  house  there,  Morris  &  Co.  invest* 
ing,  as  I  remember  it,  somewhere  around  $2,000,000  in  that  packing 
plant.  They  completed  it  and  they  built  the  yards;  that  is,  they 
organized  a  yards  company  and  that  yards  oompan]^  built  the  yard^. 
Every  dollar  of  stock  that  was  issued  by  the  yards  is  represented  by 
dollars  put  in  there  by  the  stockholders  and  bv  nothing  else,  dollar 
for  dollar.  There  was  over  $1,000,000  invested  in  those  stock  yards. 
and  that  $1,000,000  represents  packers  money  and  the  money  of  thr 
few  other  stockholders  who  were  interested.  That  500  shares  I  have 
represents  an  investment  on  my  part  of  $100  per  share,  actual  money. 
that  I  put  in. 

Shottly  after  the  Morris  people  started,  the  Commercial  Club  and 
the  Industrial  Club  out  there  were  very  anxious  about  another  plant 
The  Fort  Worth  people  were  claiming  they  had  a  competitive  mark« 
and  that  Oklahoma  City  did  not  have  a  competitive  markeC  Fort 
Worth  had  Armour  and  Swift,  and  the  people  of  Oklah<HDa  Cilj 
were  very  enthusiastic  about  the  proposition  and  very  anadouB  to 
l^ve  another  plant,  and  at  that  time  negotiations  were  opened  up 
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^th  the  Sulzberger  &  Sons  Co.  to  locate  a  plant  at  Oklahoma  City. 
The  Sulzberger  &  Sons  Co.  covered  the  field  pretty  well  themselves 
and  they  finally  concluded  that  Oklahoma  City  was  a  promising 
place  to  locate  a  plant,  and  finally  would  up  by  negotiating  to  locate 
a  plant  at  these  yards,  which  they  did,  and  their  total  investment  in 
there  to-day  is  a  little  over  $3,000,000  in  a  plant. 

Now,  it  was  up  to  the  packing  interests  to  make  that  a  success. 

The  CiT AIRMAN.  Just  Ji  moment,  Mr.  Wilson,  for  a  little  explana- 
tion. Yon  say,  "to-day,"  yon  do  not  mean  that  Sulzberger  &  Sons 
Co,  are  now  in  existence? 

Mr,  Wilson.  No  ;  Wilson  &  Co.  who  succeeded  them. 

The  Chaikman.  I  thought  that  was  what  you  meant. 

Mr.  Wilson.  Yes,  sir.  It  was  up  to  the  packing  interests  to  make 
that  a  success.  They  had  taken  the  risk  and  had  put  their  money  in 
there,  and  they  went  out  and  cooperated  to  the  fullest  extent  With  the 
producers  and  had  the  support  of  the  people  of  Oklahoma.  It  has 
been  a  difficult  proposition.  They  have  suffered  a  good  deal  with  the 
drought  out  there  off  and  on,  and  it  has  been  a  difficult  proposition  to 
make  a  success  of  it.  pnd  I  would  like  to  say  to  you  gentlemen  here 
that  the  net  return  on  tho  investment  to  Wilson  &  Co.  since  their 
plant  started  out  there  is  less  than  3  per  cent.  Now,  that  will  in- 
dicate to  you  that  it  is  no  easy  proposition  to  start  up  an  institution 
of  that  kind,  and  there  is  some  question  about  it  being  a  very  profit- 
able proposition,  and  that  is  the  net  result.  Of  course,  they  have 
done  Detter  recently  than  they  did  when  they  first  started,  but  the 
net  return  for  the  seven  years  is  not  quite  3  per  cent  on  their 
investment. 

Mr.  Hamilton.  What  have  they  been  getting  lately?  You  say  that 
the  3  per  cent  covers  seven  years. 

Mr.  Wilson.  Yes,  sir. 

Mr.  Hamilton.  For  instance,  take  the  last  year. 

Tfiv,  Wilson.  Last  year,  unfortunately,  they  lost  money.  That  was 
the  result,  however,  of  the  drought  and  their  inability  to  get  hogs. 
Oklahoma  has  been  pretty  hard  nit  with  the  drought  and  they  have 
not  had  hogs  to  their  capacity  or  anything  like  it ;  and  I  would  like 
to  say  in  that  connection  that  in  order  to  maintain  this  hog  situation 
which  the  packers  have  been  trying  to  maintain,  we  have  shipped 
hogs  from  tne  East  out  there  for  slaughter  in  order  to  meet  the  situa- 
tion which  has  been  put  upon  us.  We  have  shipped  hogs  from  Kansas 
City,  and  we  have  shipped  hogs  from  Nashville,  Tenn. 

Mr.  Hamilton.  Why  should  you  do  that?  Why  should  you  ship 
hogs  for  slaughter  out  there  when  you  could  slaughter  them  at  those 
places? 

Mr.  Wilson.  We  could  not  slaughter  them  anywhere  else.  We 
were  slaughtering  to  our  utmost  capacity  at  every  plant  we  were 
operating;  and  it  was  just  a  case  of  doing  that  and  taking  the 
losses  on  them  in  order  to  support  this  situation  that  the  packers  have 
been  called  on  to  sujjport  by  this  Government,  and,  of  course,  to  keep 
our  organization  going  as  best  we  could  to  use  the  facilities  we  had 
there. 

Mr.  Hamilton.  You  speak  of  hogs  at  Oklahoma  City.  It  is  a  cattle 
market  also. 

Mr.  Wilson.  Yes.  sir.  The  receipts  of  cattle  have  been  pretty  good. 
We  have  no  complaint  to  make  on  that,  and  had  we  had  hogs  in  Keep- 
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ing  with  the  cattle  we  would  have  made  money  there  last  year,  but 
we  did  not  have  them  and  we  did  not  make  money. 

The  Chairman.  Proceed  with  your  statement,  Mr.  Wilson. 

Mr.  Wilson.  Stockyards  are  a  necessary  adjunct  to  the  packing 
business  and  it  was  on  this  account  that  in  a  great  manv  instances 
stockyards  were  established  and  subsequently  owned  largely  by  pack> 
ing  interests.  It  is  reasonable  to  assume  that  in  the  inception  private 
capital  would  not  be  attracted  to  those  enterprises  without  the  nece^^- 
sary  assurance  of  a  reasonable  return,  and  as  that  assurance  rested 
entirely  upon  the  success  and  growth  of  the  various  packing  compa- 
nies that  it  was  they,  and  they  alone,  who  must  to  a  large  extent  as- 
sume whatever  financial  risk  was  involved. 

I  will  qualify  this  further  by  saying  that  the  actual  ownel^^ip  of 
yards  as  denumstrated  in  our  case  has  no  bearing  upon  tlio  '-uca—* 
of  the  packing  industry  except  in  so  far  as  I  have  previously  statcnl, 
I  am  convinced  that  efficient  management  under  private  ?ontn)l  i^ 
more  assured,  and  efficient  management  of  stockyards  is  second  only 
to  efficiency  in  the  packing:  house  indu>try.  It  is  through  the  forv- 
sight  exercised  in  the  building  up  and  management  of  the  packing 
industry  applied  to  the  stockyards  business  that  insureds  the  latttr 
kei»ping  pace  iiv  gi-owth  and  effi  iency  with  the  fonuer,  ami  iiU« 
in  niy  judgment  insures  com])etition,  as  the  packerV  inien»^t  in 
stodn-ards  would  naturally'  influence  him  to  purchase  as  much  a> 
pos.sible  of  his  live  stock  m  these  yards  rather  tlian  go  out  in  th»- 
country  and  buy  direct. 

Concentration  of  live  stock  as  much  as  possible  to  the  various  stock- 
yards unquestionably  stabilizes  the  market  on  all  grades  of  Iiw 
stock,  for  the  reason  that  at  a  central  point  large  numbers  of  th»» 
various  grades  of  live  stock  are  assemblea  and  are  open  to  the  buyei- 
on  that  local  market,  as  well  as  killing  plants  tributary  to  that 
market  insures  a  healthy  demand  and  full  market  prices  as  acain^' 
a  condition  whereby  buyers  throu^rhout  the  country  would  be  ciick»r- 
ing  here  and  tliere  for  different  lots  of  live  stock,  selecting  what  th^ 
individual  would  want  and  disregarding  others  who  would  be  de- 
pendent on  some  other  buyer  coming  along  who  would  want  Lh«t 
particular  kind  of  live  stock. 

Under  the  pre>ent  plan  of  concentrated  markets,  the  shipper  •.- 
assuivtl  of  a  demand  for  whatever  kind  and  whatever  numbers  of 
stock  he  ships  in.  As  before  statetl,  I  am  convinced  that  there  is  l« 
discrimination  in  the  purchase — one  buyer  having  as  umch  aav-- 
and  getting  as  good  a  price  as  any  other  buyer,  be  he  large  or  small 
This  is  evidenced  by  the  fact  that  right  in  Chicago  there  are  a  greu: 
many  medium  and  smull  size  killing  plants  whose  growth  within 
tJie  past  few  yeai*s  speaks  for  itself,  ana  I  am  quite  frank  in  sayiii|! 
that  I  believe  not  one  of  them  would  say  he  has  been  hamperetl  or 
discriminated  again>t  in  the  purchase  of  his  live  stock. 

I  might  say  in  this  connection  that  I  am  in  favor  of  proper  Govi»ni- 
ment  supervision  along  the  Iine>s  of  the  Bureau  of  Markets  'if  th- 
Department  of  Agriculture  as  applied  to  stockyards,  and  aUmg  l-iv 
lines  of  the  Ruivau  of  Animal  Industry  as  applied  to  packing  hou*^*-. 
Anything  Ix^yond  that,  particularly  as  so  far  propose<U  in  my  ;u«Ii!' 
ment  would  have  a  reactionary  effect  on  the  industry  which'  would 
c<*rtainly  be  reflected  unfavorably  to  the  producer  and  the  con^iaifrr 
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alike,  to  say  nothing  of  hampering  the  efficiency  of  the  packing 
industry  itself. 

I  think  I  am  safe  in  saying  that  there  is  no  business  in  the  world 
that  is  operated  any  more  economically  or  any  more  efficiently,  or 
with  a  smaller  return  on  the  dollar  sales  as  is  the  packing  business. 
This  result  has  been  accomplished  over  a  period  of  years,  beginning 
when  a  large  percentage  of  the  animal  was  wasted  and  gradually  be- 
ing improved  by  scientific  methods  of  utilization,  manufacture,  dis- 
tribution, and  marketing,  to  the  extent  that  to-day  the  maximum 
value  is  extracted  from  each  animal  killed.  New  uses  have  been  found 
for  by-products  formerly  gone  to  waste.  By-products  have  been 
utilized  and  sold  in  this  country  in  competition  with  products  manu- 
factured from  by-products  in  other  countries.  I  have  particular  ref- 
erence to  various  pharmaceutical  preparations;  manufacture  to  gut 
strings,  which  are  used  in  musical  instruments,  tennis  rackets,  etc.,  as 
well  as  surgical  ligatures.  This  country  stands  foremost  in  the  manu- 
facture of  the  latter  whereas  that  industry  was  formerly  monopolized 
by  Germany. 

I  would  like  to  say  here  just  as  a  matter  of  information  that  our 
company  put  up  and  prepared  and  delivered  to  the  Government  seven 
and  a  hair  million  tubes  of  ligatures. 

Mr.  Montague.  Seven  and  a  half  million  tubes  of  what. 
Mr.  Wilson.  Tubes  of  ligatures.    They  are  put  up  in  small  glass 
tubes,  sterilized  and  hermetically  sealed,  and  they  are  ready  for  the 
surgeon's  use  simply  by  breaking  the  glass;  some  of  them  are  already 
on  the  needle. 

Mr.  Montague.  What  was  the  total- cost  or  the  total  value  of 
them  ? 

Mr.  Wilson.  If  I  remember  correctly,  the  price  is  about  7  cents 
apiece.    I  will  be  glad  to  give  you  that  exactly  later.    I  am  not  sure. 
Mr.  Montague.  Those  were  for  use  in  surgery  alone? 
Mr.  Wilson.  Yes,  sir, 

Mr.  Montague.  What  about  the  musical  instruments? 
Mr.  Wilson.  They   are  music  strings  for  musical  instruments, 
harps,  and  so  forth. 

Mr.  Montague.  What  is  the  value  of  that? 

M**.  Wilson.  I  could. not  tell  you.  I  will  be  very  glad  to  give 
it  to  you  later,  but  I  have  not  the  figures. 

Mr.  Montague.  Is  that  a  new  business  with  you  and  was  that 
business  heretofore  monopolized  by  Germany  ? 

Mr.  Wilson.  A  great  deal  of  it  was  done  by  Germany.    It  is  a 
fair-sized  business  with  us,  such  as  that  kind  of  a  business  would  be. 
Mr.  Montague.  Do  any  of  the  other  packers  engage  in  this  busi- 
ness? 

Mr.  Wii^oN.  At  least  one  of  them  does,  Armour  &  Co.  I  do  not 
know  about  the  others,  whether  they  do  or  not.  Of  course,  that  stuff 
is  used  also  for  tennis  rackets — for  stringing  the  tennis  rackets. 

Mr.  Hamilton.  Am  I  right  about  this,  ]ust  for  my  own  informa- 
tion, these  surgical  ligatures  are  absorbed  in  the  body,  and  the  sur- 
geons do  not  regard  it  as  necessary  to  withdraw  thiem? 

Mr.  Wilson.  You  are  quite  right  about  these  gut  ligatures.  Of 
course,  they  have  silk  and  wire  oi:ies  for  external  worK  which  are 
removed,  and  these  can  also  be  used  externally,  and  be  removed,  al- 
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though  it  is  not  necessary  to  do  so.    They  are  used  internally  as  well 
as  externally. 

Where  I  referred  to  the  percentage  of  profits  of  the  packiiig 
business  on  their  turnover,  I  want  to  cite  to  you  eentlemen  a  few 
instances  of  the  percentage  of  pix)fit  by  other  industries  on  their 
turnover. 

For  1915-16,  the  Ford  Motor  Co.  had  a  profit  of  30  per  cent  <»ii 
their  turnover;  1917,  the  Ajax  Rubber  Co.,  14  per  cent. 

Mr.  Hamilton.  How  many  times  did  it  turn  over  for  the  Ford  in- 
dustry, or  do  you  know  ? 

Mr.  Wilson.  I  do  not  know,  but  I  should  think  pretty  fast.  They 
are  turning  out  two  a  minute  now,  I  think  they  say. 

In  1917,  American  Tobacco  Co.,  17  per  cent;^  the  Baldwin  Loct^- 
motive  Works,  12  per  cent:  the  Chevrolet  Motor  Co.,  11  per  cent: 
Cluett,  Peabody  &  Co.,  13  per  cent. 

Mr.  Hamilton.  Thirteen  per  cent  on  the  turnover? 

Mr.  Wilson.  Yes,  sir;  for  1917. 

E.  I.  du  Pont,  26  per  cent;  Jewel  Tea  Co.,  12  per  cent:  S.  H. 
Kresge  Co.,  9  per  cent.  These  are  all  1917.  Proctor  &  Gamble, 
5J  per  cent. 

Mr.  Montague.  What  do  they  do? 

Mr.  Wilson.  They  are  soap  manufacturers  and  they  are  also  very 
large  manufacturers  of  lard  compound  which  has  bleen  designated 
as  a  substitute  for  lard.  They  are  very  large  manufacturers  of  it. 
and,  of  course,  on  that  end  of  the  business  are  competitors  of  the 
packers  as  they  are,  also,  in  the  soap  business,  witn  some  of  the 
packers.  United  Drug  Co.,  8  per  cent;  Westinghouse  Electric  Co., 
21  per  cent;  F.  W.  Woolworth  Co.,  10  per  cent.  That  is*,  the  5  and 
10  cent  stores. 

While  I  have  not  the  figures  of  Wilson  &  Co.  for  the  entire  year, 
they  will  be  approximately  2  per  cent.  I  would  like  to  note  that 
here,  that  our  figures  when  they  arc  completed  will  show  not  to  ex- 
ceed 2.06  per  cent. 

Mr.  Montague.  Is  the  turnover  of  the  du  Pont  Co.  more  frequent 
than  the  turnover  of  your  company? 

Mr.  Wilson.  I  could  not  answer  that.  I  am  not  familiar  with 
their  business,  and  it  would  be  a  pure  guess  on  my  part. 

Mr.  MoNTAGUK.  You  gave  that  as  26  per  cent,  1  believe. 

Mr.  Wilson.  Yes,  sir. 

Mr.  Montague.  And  you  also  gave  another  one. 

Mr.  Wilson.  Yes,  sir:  the  Ford  Motor  Co.,  30  j^er  cent. 

Mr.  MoN TAdi  K.  But  you  do  not  know  the  fi-equency  of  \t»  tiini- 

over  ? 

Mr.  Wilson.  Xo,  sir. 

Mr.  MoNTA(;i  E.  That  would  l)t»  a  vory  <lctorinining  factor.  I  iina- 

inc. 

Mr.  Wius^)x.  It  certainly  would. 

Tlie  Chaikman.  1  am  afraid  we  will  have  all  those  gentlemen  «Iohi> 
here  wanting  to  explain  that. 

Mr.  Wilson.  T  think  an  explanation  might  be  helpful  on  the  entin- 

situation. 

The  CuAUi3iAN.  I  do  not  mean  that  as  an  objeition. 

Mr.  Wilson.  No:  and  I  do  not  know  hut  what  they  could  juMif; 
every  one  of  them.     I  am  not  saying  they  are  too  much  or  too  littlr. 
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Mr.  Hamilton.  Inasmuch  as  the  subject  of  salaries  has  been 
brought  into  this  investigation,  while  it  does  not  strike  me  as  of  the 
utmost  importance,  although  it  is  of  importance,  can  you  from  recol- 
lection state  the  salaries  of  the  presidents  of  some  of  those  organi- 
zations ? 

Mr.  WiLSox.  Well,  if  I  did,  it  would  be  hearsay  or  newspaper 
stuff.  I  have  heard  it  said  that  Mr.  Scliwab,  for  instance,  drew  a 
million  dollars  a  year.     I  do  not  know  whether  that  is  true  or  not. 

Mr.  Hamilton.  Well,  run  along  down  the  line  thei-e,  because  that 
is  interesting.  It  is  a  rosy  dream  to  some  of  use  and  pleasant  to 
contemplate. 

Mr.  WiLSOx.  It  has  been  a  great  pleasure  to  me,  sir,  not  only  be- 
cause of  the  salary,  but  because  of  the  recognition.     It  is  not  entirely 

ft  C»  ft. 

the  salary. 

Mr.  Hamilton.  It  inyohes  recognition,  undoubtedly. 

Mr.  Wilson.  Yes,  sir.  Mr.  Lightfoot  has  suggested  that  Mr. 
Ford's  son  gets  $150,000  a  year.  I  do  not  know  about  that.  I  know 
of  one  instance,  and  that  was  an  instance  wliero  a  Mr.  Balfo,  of  tlie 
Austin-Nichols  Grocery  Co.,  in  New  York,  went  out  and  hired  one  of 
the  leading  bankers  in  New  York  and  paid  him  $100,000  a  year  to 
come  into  his  business.  He  was  not  a  man  who  had  anv  particular 
experience  in  that  business.  He  was  a  sound  financial  jfellow  and  a 
capable  fellow.  There  is  no  question  about  that.  He  went  out  and 
hired  him  and  paid  him  $100,000,  and  I  think  if  Mr.  Balfo  was  here 
he  would  tell  you  that  he  made  a  good  investment  when  he  did  it. 
Through  the  efforts  of  Mr.  Balfe,  they  turned  the  tide  of  that  busi- 
ness and  developed  it  to  what  it  is  to-day — the  large.st  wholesale  gro- 
cery business  in  ^Vmerica. 

Mr.  Hamilton.  I  suppose  it  would  be  contended  that  a  genius 
being  employed  in  the  development  of  a  business,  the  consumer  in 
the  end  would  receive  some  benefit  from  it,  provided  the  product  was 
sold  at  reasonable  figures. 

Mr.  Wilson.  I  do  not  think  the  consumer,  sir,  gets  any  disadvan- 
tage from  it.     I  think  the  net  result  is  a  benefit  to  the  consumer. 

Mr.  Hamilton.  Of  course,  to  the  man  out  behind  the  plow  on  a 
40-acre  farm,  this  seems  wealth  beyond  the  dreams  of  avari  e. 

Mr.  Wu^soN.  Yes;  but  that  man  behind  the  plow  on  that  40-ncre 
field 

Mr.  Hamilton  (interposing).  And  I  nuiy  say  that  to  the  average 
Congressman  it  seems  so. 

Im*.  Wilson.  Now,  just  let  us  apply  that. 

The  Chairman.  T^et  us  trj^  not  to  interrupt  or  branch  off  into  other 
discussions. 

Mr.  Wilson.  I  would  just  like  to  clear  that  up,  now  that  tlie  cpies- 
tion  has  been  raised,  because  it  is  an  interesting  one. 

Mr.  Hamilton.  I  was  just  wondering  what  the  effect  might  be 
directly  or  indirectly. 

Mr.  Wilson.  Now,  let  us  take  the  plowman  who  follows  the  plow 
at  $40  a  month.  Suppose  he  is  employed  by  a  man  who  has  500 
acres.  Suppose  that  man  goes  out  and  employs  a  first-class  farmer, 
a  high-grade,  intelligent  farmer,  and  that  man  costs  him  more  than 
the  average  superintendent  of  a  farm,  and  suppose  he  pays  him  a 
good,  big,  round  salary,  and  as  a  result  of  that,  that  farm  produces 
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more  stuff.  It  is  producing  more  wjonomically.  Now,  the  owner 
of  that  farm  is  benefited,  ana  that  fellow  who  is  following  that  plow 
for  $10  a  month  in  all  likelihood  is  benefited  because  nc  is  more 
liable  to  get  an  increase  over  his  $40  if  he  is  working  for  a  succesbful 
outfit ;  but  let  us  assume  that  the  purpose  of  hiring  that  high-priced 
man  was  to  bring  up  the  output  of  that  farm,  how  that  does  not 
affect  the  consumer  a  particle.  If  it  is  cotton  he  is  raising,  the  fact 
that  he  has  reduced  the  cost  of  the  production  of  that  cotton  does  not 
atfoct  the  cotton  market,  particularly,  does  it?  What  he  would  fur- 
nish off  his  500  acres  does  not  add  to  the  price.  I  mean  by  that,  he 
does  not  add  the  extra  labor  or  that  man's  salaiy  on  to  his  price  for 
his  ( otton,  because  he  could  not  get  it  if  he  did. 

Mr.  Hamilton.  It  does  not  affect  the  price  except  as  the  law  of 
supply  and  demand  might  be  operative,  in  this,  that  the  output  from 
the  farm  might  be  increasexl  by  rea^^on  of  the  talent  of  the  man  em- 
ployed; that  is,  the  output  of  the  plantation,  and  that  would  be  to 
the  advantage  of  the  consumer. 

Mr.  Wilson,  The  tendency  would  naturally  be,  if  the  efficiency 
is  greater,  to  reduce  the  cost  of  production,  and  the  man  would  b!e 
more  susceptible  or  more  liable  to  take  a  lower  price  if  it  costs  him 
Ic^s  to  produce  it  than  if  it  costs  him  a  good  deaf  more  to  produce  iu 

The  C'liAiRMAN.  We  are  now  getting  into  an  argument* 

Mr.  Hamilton.  That  question  is  involved  here. 

llie  Chaibman.  We  will  bring  Mr.  Schwab  here  if  we  want  to 
know  something  about  these  high  salaries. 

Mr.  WiNSLOw.  Mr.  Chairman,  I  would  like  to  ask  a  question  now, 
if  1  may. 

Mr.  Wilson,  if  one  would  bear  in  mind  the  appointment  made  of 
men  to  conduct  great  departments  of  Government  during  this  period 
of  the  war,  say,  the  ^reat  War  Trade  Board,  the  Coal  Adminisira* 
ti<m,  the  Airplane  Division,  and  so  On,  would  it  not  seem  that  the 
talents  of  men  were  recognized  more  highly  if  they  had  never  hid 
anything  to  do  with  the  work  they  were  to  undertake  than  if  they 
had  ?    I  am  puttinii^  that  as  a  hypothetical  question. 

Mr.  Hamilton.  Well,  it  is  not  exactly  hypothetical. 

Mr.  WiNSLOW.  Well,  I  w^ill  make  it  so,  so  as  not  to  offend  the  ad- 
ministration, which  is  a  crimb. 

Mr.  WiUHON.  Well.  I  do  not  know.    I  ant  a  pretty  goo«l  Repub 
lican 

Mr.  WiNsi/)w.  I  would  have  known  that  without  inquiry. 

Mr.  Wilson.  And  I  would  rather  not  bo  put  in  the  attitude  of 
criticizing  the  (lovernment. 

Mr.  Wixsu»w.  No:  I  do  not  want  criticism.  I  want  your  best  con- 
sid(»ration. 

Mr.  Wii>4^>N.  I  do  not  think  it  is  hardly  fair  to  treat  that  as  a 
^ntit'iMl  projMisition.  I  think  thei*e  ai'e  many  cases  where  it  would 
pay  the  (Tovernment  to  go  out  and  hire  the  greatest  expert  in  the 
fount ry  in  a  particular  line,  and  I  lielieve  that  when  they  got  Mr. 
Si*hwa)»  on  tho  hhipping  end  of  the  bnsine.ss.  that  the  returns  from 
thMt  iiiu^t  havf'  been  magnificent,  because  I  think  his  brains  and  in- 
trili;r(  lue  niu^t  have  made  an  impre.ssion  upcm  that  work.  I  am  ju^ 
t:«II.ing  p»n<»nilly  now  lK>cau<e  I  do  not  know. 

Mr.  Hamilton.  I  am  afraid  we  got  him  a  little  bit  too  late. 

Mr.  WiuHoN.  Possiblv  so;  that  is  unfortunate. 
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The  Chairman.  Now,  we  have  gotten  entirely  oflF  the  object  of 
inquiry.  I  do  not  question  any  man's  motives,  but  you  can  see  the 
political 

Mr.  Hamilton.  It  is  not  a  matter  of  motives  at  all.  It  is  a  matter 
of  information,  and  it  is  a  matter  that  should  be  of  benefit  to  you. 

The  Chairman.  The  question  of  salaries  and  figuring  how  much 
they  get  and  all  that,  I  suppose,  of  course,  is  reflected  in  the  in- 
dustry— I  do  not  know  whether  it  is  or  not — ^but  let  us  get  through 
with  the  facts  and  then  argue  it  afterwards.  Mr.  Wilson  has  not 
finished  his  preliminary  statement. 

Mr.  Wilson.  I  am  very  glad  to  follow  your  suggestion  aiid  I  would 
like  to  come  back  to  the  salary  (juestion. 

Mr.  Hamilton.  I  think  we  will  give  you  an  opportunity  to  do  so 
before  you  get  through. 

Mr.  DoREMus.  Mr.  Chairman,  in  order  that  we  may  connect  this 
up  later,  I  would  like  to  ask  the  stenographer  to  repeat  the  question 
asked  by  Mr.  Winslow. 

(The  stenographer  read  as  follows:) 

Mr.  Winslow.  Mr.  Chairman,  I  would  like  to  ask  a  question  now,  if  I  may. 

Mr,  Wilson.  If  one  would  bear  in  mind  tlie  ai^)oiutment  made  of  men  to 
conduct  great  departments  of  Government  during  this  period  of  war,  say,  the 
great  War  Trade  Board,  the  Coal  Administration,  the  Airplane  Division,  and  so 
on,  would  It  not  seem  that  the  talents  of  men  were  recognized  more  highly  if 
they  had  never  had  anything  to  do  with  the  work  they  were  to  undertake  than 
if  they  had.    I  am  putting  that  as  a  hypothetical  question. 

The  Chairman.  Proceed  with  your  statement,  Mr.  Wilson. 

Mr.  Wilson.  All  these  things,  as  I  have  previously  stated,  have 
been  reflected  in  the  value  of  the  animal  to  the  producer,  as  is  clearly 
evidenced  by  the  upward  trend  of  prices  for  a  great  many  years  back. 
This  has  been  augmented  also  largely  by  the  modern  methods  of  dis- 
tribution, enabling  all  sections  of  the  country,  both  rural  and  urban, 
as  well  as  the  larger  cities,  to  purchase  fresh  beef  and  other  meat 
prpducts  as  satisfactorily  in  one  section  of  the  country  as  another. 
This  could  not  have  been  accomplished  without  branch  houses  which 
are  equipped  with  refrigerators  and  managed  by  a  competent  force, 
stimulated  in  their  efforts  not  only  by  active  competition  with  the 
branch  houses  of  other  concerns,  but  by  the  fact  that  they  are  respon- 
sible for  results  to  one  central  headquarters. 

In  this  connection,  I  would  like  to  dwell  briefly  on  the  question 
of  private  refrigerator  cars.  .It  has  been  previously  stated,  and 
rightfully  so,  that  in  the  inception  the  railroads  did  not  have  re- 
frigerator-car equipment,  nor  would  they  furnish  the  same;  there- 
fore the  packer,  in  order  to  facilitate  his  business  and  allow  him  to 
grow,  expand,  and  carry  out  economic  plans  for  manufacture  and 
distribution,  acquired  his  own  refrigerator  cars.  This  equipment  has 
grown  with  the  business  until  to-day  all  packers  with  a  large  dis- 
tribution own  a  substantial  part  of  tneir  refrigerator-car  equipment. 
A  great  deal  has  been  said  as  to  the  advantage  accruing  to  the 
owners  of  these  cars  as  against  the  packer  not  owning  cars.  I  wish 
to  say  in  this  connection  that  the  packer  owning  cars  has  no  advan- 
tage that  he  is  not  entitled  to.  I  mean  by  this  that  all  he  gets  out 
of  the  proposition  is  a  better  assurance  of  having  sufficient  refriger- 
ator cars  for  his  shipments  as  against  what  he  would  have  if  all  the 
cars  were  owned  by  the  railroad,  or  if  the  cars  were  put  in  one  pool. 
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and  no  one  will  claim  that  a  shipper  is  not  entitled  to  all  the  cur- 
that  he  needs  to  ship  his  product.  If  there  are  not  enough  cars  U* 
go  around,  is  it  fair  to  take  our  cars  when  we  only  have  al)out  *>! 
per  cent  of  what  we  require,  and  give  them  to  our  coni{)etitor ! 
Would  it  not  be  more  equitable  for  the  railroads  to  equip  tliei5isehv> 
with  a  supply  of  refrigerator  cars  aiid  be  in  a  position  to  make  up 
for  the  cars  that  we  are  short,  as  well  as  furnish  any  other  shipper 
what  he  is  short  of,  or,  if  need  be,  his  entire  supply? 

The  operation  of  refrigerator  cars  by  the  pacKer  is  an  important 
link  in  tne  proper  operation  of  the  business  as  an  entirety.  Is  it  not 
reasonable  that  if  the  business  is  to  be  operated  efficiently  that  a 
sufficient  and  proper  supply  of  cars  be  furnished  regularly?  Thi'- 
has  to  a  large  extent  been  Insured  in  the  past  and  is  to-day  by  tlwr 
ow^nership  of  these  cars,  as  under  these  conditions  the  packer  sees  to 
it  that  his  cars  are  kept  in  the  highest  state  of  efficiency,  regardle^- 
of  expense,  and  that  they  are  kept  sanitary.  He  can  well  afford  u* 
look  after  his  cars  and  Keep  them  in  the  best  repair,  knowing  that 
he  will  get  these  same  cars  back  to  load  over  again.  It  is  reasonable 
that  a  similar  condition  would  not  exist  if  we  loaded  out  100  rar- 
to-day,  not  knowing  if  we  will  get  the*^e  same  cars  back  a^aui. 
having  to  depend  upon  one  general  organization,  or  the  railroa^l^ 
themselves,  to  look  after  the  equipment'^  I  am  sure  that  the  sam^ 
result  would  not  be  accomplished,  as  the  railroads  or  any  penerai 
organization  not  being  familiar  with  the  peculiar  requirements  of 
the  products  going  into  the  cars  would  naturally  not  l)e  able  to  givf 
them  the  attention  they  are  given  to-day. 

A  great  deal  has  been  said  as  to  the  result  of  private  cars  owned  by 
some  concerns  as  against  the  result  accomplished  by  the  large  packer* 
in  the  way  of  returned  empties  and  movement  of  loads.  In  this  con- 
nection I  will  simply  point  out  that  when  railroads  are  able  to  take 
solid  trainloads  oi  product,  as  they  do  from  the  larger  centers,  trans- 
port  them  in  almost  continuous  trainloads  to  large  eastern  markets, 
and  when  the  cars  are  made  empty  bring  them  back  in  solid  train- 
loads,  is  it  not  reasonable  that  such  survice  would  be  better  than 
an  isolated  car,  or  a  few  cars,  shipped  to  small  communities  and  re- 
turned from  these  smaller  communities  on  trains  where  there  is  wK 
sufficient  other  business  to  make  up  a  full  train  of  that  one  com- 
modity. The  remedy,  it  seems  to  me,  is  that  the  railroads,  them- 
selves or  through  the  Railroad  Administration,  should  build  a  suffi- 
cient number  of  refrigerator  cars  to-make  up  thie  shortage  now  exist- 
ing— ^these  cars  to  be  used  in  conjunction  with  private  cars  and  to 
supply  packers  and  other  shippers  who  do  not  own  cars.  To  take  our 
cars  away  from  us  would  only  result  in  one  of  two  things,  namely, 
restricting  and  hampering  our  business  by  not  being  able  to  gi%"e  u** 
all  the  cars  we  are  entitled  to,  or  give  us  the  cars  we  are  entitled  to, 
which  would  be  no  more  than  what  we  are  getting  now.  In  fact, 
we  are  not  getting  all  the  cars  we  need,  as.  especiafiy  in  the  winter 
time,  we  continually  go  short.  As  I  have  previously  stated^  for  the 
year  1917  we  loaded  about  26  per  cent  or  our  shipments  in  other 
than  our  own  cars,  and  in  1918  about  31  per  cent. 

I  would  like  here  to  bring  your  attention,  gentlemen,  to  the  Mtaa- 
tion  that  existed  last  year.  I  acted  as  chairman  of  the  packers^  com- 
mittee in  the  matters  before  the  Food  Administration*  and  o»e 
Wednesda}^  afternoon  in  last  February,  nearly  a  year  ajfo — rna  all 
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will  remember  the  awful  condition  of  the  country  resulting  from  the 
snowstorm  and  cold  weather — on  that  Wednesday  afternoon  Mr.  Cot- 
ton, of  the  Food  Administration,  got  me  on  the  long-distance  tele- 
phone, and  notified  me  that  starting  the  next  Monday  and  for  the 
two  weeks  after  that  he  required  the  packers  to  ship  149,400,000 
pounds  of  meats  for  our  allies.  They  had  had  some  urgency  orders 
from  the  other  side,  and  it  had  been  stated  that  we  were  facing  a 
great  calamity  over  there  unless  these  meats  were  gotten  over  im- 
mediately^ and  he  demanded  that  we  be  prepared,  starting  the  fol- 
lowing Monday — ^mind  you,  gentlemen,  this  was  on  Wednesday — 
that  we  be  prepared  to  ship  in  the  next  two  weeks  149,000,000  pounds 
of  meats  which  required  cars,  and  we  had  no  opportunity  then  to  go 
out  and  pick  them  up.  We  had  to  know  pretty  nearly  where  they 
could  be  gotten,  and  1  say  to  you  that  under  those  conditions  nothing 
short  of  the  independent  handling  by  each  packer  of  his  own  equip- 
ment would  have  made  that  possible,  and  the  feat  was  accomplished 
and  the  meats  were  shipped. 

Mr.  Hamilton.  How  did  you  manage  to  go  out  and  get  this  stock? 
You  could  not  get  it  on  the  market,  as  I  understand  you. 

Mr.  Wilson.  It  was  mostly  pork  products,  and  that  which  was 
not  pork  products  was  beef  products  in  the  freezer — frozen  products. 

Mr.  Hamilton.  You  were  drawing  on  meat  you  had  on  hand  then. 

Mr.  Wilson.  Yes,  sir;  and  that  is  a  tremendous  quantity  of  stuff 
to  undertake  to  put  out  in  so  short  a  time.  That  took  over  1,500 
carloads  of  stuff  the  first  week,  and  nearly  2,000  carloads  of  meat 
the  second  week. 

The  Chairman.  Proceed  with  your  statement,  Mr.  Wilson. 

Mr.  Wilson.  Wilson  &  Co.  own  no  icing  stations  and  we  have  .yet 
to  find  where  our  business  is  handicapped  hy  lack  of  this  ownership. 
We  have  various  inspectors  out  through  the  country  to  see  that  our 
cars  are  properly  iced. 

Wilson  &  Co.  do  not  own  or  control  any  refrigerator  or  other  stor- 
age other  than  what  is  in  connection  with  the  various  packing  plants. 
In  other  words,  we  do  not  own  any  public  cold  storage  or  public  stor- 
age of  any  kind. 

In  regard  to  branch  houses,  I  touched  on  this  briefly  before.  These 
facilities  are  as  vital  to  the  proper  and  successful  conduct  of  the 
packing  business  as  the  packmg  houses  themselves,  and  as  I  have 
endeavored  to  point  out,  the  high  state  of  efficiency  under  which  the 
packing  business  is  conducted  is  reflected  in  the  increased  value  of 
live  stock  to  the  producer,  so  that  condition  would  be  affected  ad- 
versely if  the  methods  of  distribution  through  the  various  branch 
houses  were  interferred  with.  These  branch  houses  located  in  vari- 
ous parts  of  the  country  are  eouipped  with  facilities  for  storing 
usually  not  to  exceed  one  week  s  requirements  of  beef  and  other 
products.  Such  an  organization  consists  of  manager,  salesmen, 
bookkeepers,  delivery  facilities,  etc.,  whose  duty  it  is  to  serve  the 
retail  business  of  the  community.  It  is  natural  that  this  business 
will  be  more  or  less  regular,  enabling  the  branch  houses  to  furnish . 
the  various  main  packing  plants  with  regular  orders  for  all  kinds 
of  product. 

Through  the  facilities  offered  by  branch  houses  the  various  re- 
tailers in  the  different  communities  have  opportunity  to  make  selec- 
tions«  buy  what  they  want  and  get  it  delivered  to  them  daily,  if  re- 


1232       GOVERNMENT  CONTROL  OF  MBAT-PAGKINO  INDUSTBY. 

quired,  in  first-class  condition,  and  at  less  cost  than  would  not  ^ 
possible  through  any  other  medium. 

Many  of  these  branches  are  really  manufacturing  plants  as  w*-! 
as  distributing  branch  houses  and  are  equipped  for  manufacturih.* 
sausage,  smoked  meats,  boiling  hams,  etc.    The  proper  operation  of 
a  modern  branch  house  is  highly  technical  and  requires  years  i* 
educate  and  develop  men  to  operate  and  manage  these  branches. 

I  am  of  the  opinion  that  Government-owned  branch  hoases  ani 
warehouses  would  not  prove  a  success,  primarily  for  the  reason  thi: 
the  management  of  such  Government-owned  branch  houses  or  coi«i 
storage  warehouses  would  not,  and  could  not,  be  expected  to  takr 
that  vital  owner's  interest  in  products  which  would  be  shipped  t  • 
them  for  the  smaller  packers  and  that  the  returns  made  to  the  fonaller 
packer  on  his  consignments  would  not  be  satisfactory  to  the  smalkr 
packer  and  he  could  therefore  not  afford  to  patronize  such  branch<>i- 
or  cold  storage  warehouses. 

It  must  be  borne  in  mind  that  the  demand  for  packiIlg•hou^« 
products  is  very  sensitive  to  changes  of  any  character.  A  holidav 
will  cause  a  very  perceptible  falling  off  in  the  demand.  Bail.; 
weather  in  New  England  may  cut  the  demand  as  much  as  25  per 
cent.  Extreme  hot  or  cold  spells  reduce  demand.  Fresh  meat.s  an. 
highly  perishable.  The  packer  has  to  take  all  conditions  of  iJii- 
kind  into  consideration.  If  the  demand  falls  off  in  New  Enirlan<i 
he  must  divert  shipments  elsewhere,  otherwise  the  New  Emrlan-i 
markets  would  be  overstocked,  causing  tremendous  losses  and  t)i^ 
possibility  of  being  unable  to  sell  at  any  price  while  the  meat  i<  ir. 
good  condition.  Only  by  maintaining  the  large  force  of  hielilv 
trained  men  who  have  gained  their  experience  through  lon^  years  of 
service  can  the  large  packer  merchandise  his  product  properly.  If 
Government  warehouses  or  branch  houses  were  established  ahipmen^-^ 
would  be  made  regardless  of  conditions.  Some  markets  would  h^ 
overstocked  and  losses  taken  which  a  smaller  packer  could  not  stand. 
Other  markets  might  not  have  an  adequate  supply. 

In  addition  to  this  method  of  distribution  there  are  the  jobbing  ^t 
route  cars,  sometimes  known  as  "  peddler"  cars.  This  system  of  di.*- 
tribution  is  likewise  essential  and  is  as  important  to  the  oonsmn^r 
and  producer  of  live  stock  as  to  the  packer.  There  are  a  great  man^ 
small  communities  which  do  not  have  branch-house  facilities,  th- 
local  dealer  depending  upon  daily  or  triweekly  shipments^  as  th^ 
case  may  be,  in  less  than  carloads.  A  great  deal  of  the  product  beinr 
of  a  perishable  nature,  it  requires  refrigerator  cars.  The  sy«t^i . 
under  which  this  branch  of  the  business  is  handled  comprises  a  feme 
of  salesmen  throughout  the  country,  who  take  orders  for  wbaterrr 
the  requirement  of  the  local  dealer  is  along  a  certain  territory,  «t» 
will  say,  between  Chicago  and  Louisville.  Tliese  orders  are  sent  ir., 
consolidated  into  one  or  more  carloads,  all  of  which  I  wish  to  impn--* 
you  is  billed  at  the  less-than-carload  freight  rate,  the  packer  loadinc 
the  oars  himself,  which  is  a  service  theoretically  the  railroads  shonli 
perform,  as  it  is  well  known  they  are  supposed  to  load  and  unlnad 
less-than-carload  or  local  freight  These  cars  are  placed  on  loetl 
freight  or  merchandise  trains,  and  when  the  trains  arrive  at  th* 
different  s?tations  the  products  marked  and  billed  for  these  differaif 
stations  are  unloaded  on  the  platform,  the  same  as  any  other  local 
merchandise,  whether  it  be  hardware,  dry  goods,  or  anything  el». 
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There  is  not  advantage  of  a  discriminatory  nature  in  the  operation 
of  these  route  cars  as  against  a  man  who  has  50  pounds  of  meat  to 
ship  and  takes  it  it  to  the  station  where  they  have  refrigerator  cars 
(and  most  of  them  do) ;  the  only  difference  being  that  in  the  latter 
case  the  railroad  company  ices  the  car  and  loads  freight  in  the  car, 
whereas  the  packer,  on  account  of  his  volume,  ices  the  cars  at  his  ex- 
pense, and  loads  them  at  his  expense,  and  all  he  asks  is  the  less-than- 
carload  way- freight  service,  for  which  he  pays  the  less-than-carload 
tariff  rate,  the  same  as  any  other  shipper. 

The  Federal  Trade  Commission  attaches  great  significance  to  a 
table  prepared  by  it  undertaking  to  show  that  the  percentage  of 
live  stock  purchased  by  the  various  packers  remains  practically  the 
same  year  in  and  year  out,  undertaking  to  confirm  their  conclusion 
by  certain  letters  and  memoranda  taken  from  the  packers'  files  in 
reference  to  live-stock  buying,  ridiculing  the  plant  or  capacity  theory 
as  set  forth  in  some  previous  explanations  by  some  of  the  packers. 

I  do  not  think  it  has  been  denied  that  the  packers  operate  their 
business  with  the  maximum  efficiency,  keeping  abreast  the  times  and 
carrying  out  extensions  and  improvements  m  the  business  as  fast 
as  the  trade  warrants. 

I  would  like,  gentlemen,  in  that  connection,  at  this  time,  to  call 
your  attention  to  the  Federal  Trade  report,  page  57,  where  they  have 
a  chart  on  one  side,  and  then  they  undertake  to  show  how  uniform 
the  percentages  of  the  purchases  are,  and  I  want  to  call  your  at- 
tention particularly  to  the  figures  on  page  57,  as  to  the  purchases  of 
hogs  by  Wilson  &  Co.  They  show  that  in  1913  we  had  a  percentage 
of  7.72,  and  in  1917  8.90,  a  difference  of  1.24.  They  give  here  the 
total  number  of  hogs,  so  it  is  easy  to  figure  out  what  that  amounts 
to.  That  difference  in  percentage  on  our  kill  alone  amounts  to  203,- 
000  hogs.  Now,  that  is  a  lot  of  hogs.  They  say  these  percentages 
run  uniform  year  in  and  year  out,  but  that  difference  there  between 
1913  and  1917  in  the  percentage  alone  amounts  to  203,000  hogs. 

Mr.  EscH.  Armour  dropped  more  than  that  on  sheep. 

Mr.  Wilson.  There  are  plent}"  of  differences  but  I  simply  call 
attention  to  my  own  case.  You  take  the  case  of  sheep  with  Armour, 
it  would  not  be  more,  would  it?  Yon  see  the  total  number  is  so  few 
compared  with  the  hogs. 

Mr.  Escii.  Well,  that  might  be. 

ilr.  Wn.sox.  That  would  amount  to  98,000  sheep  according  to 
these  figures.  I  want  to  call  your  attention  also  to  the  figures  on  the 
Chicago  market  alone.  On  the  same  theory,  taking  1917  and  1918, 
on  the  Chicago  market  on  cattle,  Wilson  &  Co.'s  figures  show  an 
inci'ease  of  0.56  per  cent.  Ordinarily,  a  man  would  pass  that  by  and 
say,  "Well,  that  is  the  same.  There  is  not  enough* difference  there 
to  amoimt  to  anything,"  but  that  amounted  to  19.641  cattle  for  Wilson 
&  Co.  Taking  the  same  period,  that  is,  the  entire  year  of  1918,  as 
compared  with  1917,  on  hogs,  our  percentage  as  the}^  have  the  figures 
here,  shows  an  increase  of  0.63,  and  that  amounts  to  50,948  hogs. 

Mr.  Rayburn.  On  the  Chicago  market? 

Mr.  Wilson.  On  the  Chicago  market  alone;  that  is,  substantially 
1,000  hogs  a  week  in  the  (^hicago  market.  Those  percentagas  look 
small,  but  when  you  take  them  as  against  this  tremendous  total,  they 
are  not  small  at  all,  but  represent  large  numbers. 
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Mr.  Hamilton.  For  my  information,  mrhat  is  your  method  t>f 
ascertaining  the  number  ol  head  of  liogs  from  vour  percentage  there 
of  0.63  ? 

Mr.  Wilson.  The  total  number? 

Mr.  Hamilton.  You  ascertain  that  to  be  50,948 1 

Mr.  Wii><oN.  Yes. 

Mr.  nAMiL'n*N,  That  is,  you  deduce  from  this  percentage  a  <et1:i." 
number  of  hogs — I  have  not  the  figures  before  me. 

Afr.  AViLSON.  We  take  the  total  receipts  in  (he  Chicago  market  ai..i 
take  that  percentage. of  the  total  receipts. 

It  must  bi»  conceded  that  Wils^m  &  Co.,  for  example*  is  not  onh 
of>erating  to  maxiuuim  average  capacity*  but  is  increasing  it^  mam. 
facturing  and  distributing  facilities*  and,  I  think*  it  is  fair  to  as>uni<r 
that  all  of  the  largere  packers,  and*  I  think,  most  of  the  smaller  one> 
as  well,  are  doin^  likewise.  It  is  therefore  reasonable  to  as-^ume  thai 
whatever  variation  might  exist  in  the  percentage  of  live  stoc*k  i>ur 
chased  by  Wilson  &  Co.  might  exist  among  the  others,  particulnrh 
our  princii)al  competitors,  and  whatever  the  percentage  of  live  stok 
purchased  by  Wilson  «&  Co.  figures  out*  it  represents  all  the  l)us?in»--- 
we  are  able  to  secure  in  the  meat  line  through  our  various  channel-, 
such  as  branch  houses,  car  routes,  export  shipments*  etc. 

We  have  no  use  for  any  more  live  stock  tlian  to  supply  this  denian«l. 
and  good  business  management  would  be  satisfied  witn  no  less. 

The  •  barometer  of  our  business  is  our  branch  houses  which  j. 
various  locations  throughout  the  country  daily  refle.-t  the  lav  tf 
supply  and  demand.  We  onl}'  ship  to  branch  houhcs  what  they  •  an 
dispose  of  promptly.  We  buy  no  more  than  what  we  think  tlr  ^ 
can  dispose  of*  plus  what  we  have  orders  in  hand  for  exiK>rt.  I* 
is,  therefore,  very  clear  to  me*  and  I  believe  equally  so  to  any  ii' 
biased  business  man  who  will  analyze  the  situation,  that  there  i- 
nothing  unusual  in  a  more  or  less  uniformity  in  the  purrha*^  *'^ 
live  stork  among  the  principal  packers  of  the  country. 

I  will  give  an  illustration  of  what  I  consider  a  very  significM* 
situation,  showing  that  the  markets  are  oi>en  to  ever>*  buyer  n\  « 
that  the  conduct  of  the  packing  business  in  general  does  not  in  ai!'< 
way  restri(*t  or  prevent  the  smaller  packers  from  not  only  geU'tc 
their  supply  but  increasing  their  business  very  materially. 

For  example,  during  the  year  1910  the  smaller  packer^^  in  Chi 
<ago  slaughtered  1*30*2.200  hogs,  which  represented  23.31   per  »*»'• 
of  the  total  receipts  of  that  market.     This  numl)er  has  gradualS 
increased  each  year*  until  in  the  year  1015  they  slaughtered  2*657.4*»* 
head*  or  an  increase  in  five  yeai-s  of  104.7  )>er  cent.     In  the  year  U'l-* 
these  small  packers  slaughtered  3,3:^4,630  head,  representing  an  r. 
<Tea>e  of  150.07  |)er  cent  over  1010,  showing*  I  believe  roncTusivelT. 
that  the  charges  of  the  commission  that  the  five  packers  <*ontrnl  an* 
dominate  the  market  and  destroy  competition  are  unfounded  an*, 
without  facts  to  support  them.    During  this  same  period  the  fi»' 
larger  packers  in   the  year   1910  slaughtered   3^01,100  hope     In 
1011  the  receipts  at  the  Chicago  market  increased  25.63  per  cMt, 
but  the  slaughter  of  the  five  larger  packers  only  increa<^  42,li  i*r 
In   1016  the  receipts  increased  52.12  per  cent  over  1910*  yet  tJy 
five  larger  parkei's  increased  their  slaughter  only  29.27  per  cent 
In   191C  the  receipts  increas4»d  52.12  per  cent  over  1910*  yet  x}^ 
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percentage  of  increase  in  slaughter  b)'  the  five  larger  packers  Avas 
only  44.98  per  cent.  In  other  words,  the  five  larger  packers 
slaughtered  1,485,800  more  hogs  at  the  Chicago  plants  in  1910 
than  they  slaughtered  in  1910,  and  the  smaller  packers  during  the 
same  vear  slaughtered  2,302,489  hogs  more  than  thev  slaughtered 
in  1910. 

I  am  giving  these  statistics  as,  I  think,  coupled  with  the  situation 
as  I  have  outlined,  they  effectively  controvert  the  accusations  made 
bj  the  Federal  Trade  Commission.  I  think  those  figures  are  very 
significant  along  that  line. 

I  might  say  further  in  reference  to  data  and  statistics  found  by 
the  Federal  Trade  Commission  in  our  files,  as  well  as  the  files  of  the 
other  packers,  that  it  is  a  perfectly  natural  condition,  and  I  think  no 
successful  business  man  will  dispute  that  it  is  one  of  the  requisites 
necessary  to  good  business  to  keep  informed  as  much  as  possible  on 
what  your  competitors  are  doing,  especially  so  when  the  information 
in  question  is  so  easily  obtained,  and  is,  as  a  matter  of  fact,  public 
property.  For  instance,  the  purchases  of  the  different  packers  is  a 
matter  of  published  record  in  the  live-stock  papers  at  the  different 
markets.  The  Bureau  of  Markets  through  the  Department  of  Agri- 
culture issues  periodical  statements  showing  receipts,  number  of  head 
slaughtered,  product  on  hand,  etc. 

Early  in  the  year  1917,  after  reviewing  our  1916  statement,  I  saw 
the  necessity  of  getting  additional  lines  of  merchandise  for  our 
branch  houses  and  for  our  car  routes  to  sell. 

The  high  expense  of  operating  was  causing  losses  at  our  different 
branch  houses,  and  I  decided  that  by  giving  the  branches  increased 
tonnage  or  volume  we  naturally  would  absorb  n  part  or  all  of  these 
losses,  so  we  embarked  into  the  specialty  canned  food  and  preserve 
and  condiment  business. 

The  extent  of  this  specialty  business  is  less  than  4  per  cent  of  our 
business  done  for  1918.  Our  business  has  not  grown  and  will  not  to 
the  detriment  of  the  up-to-date  progressive  wholesale  ffrocer.  The 
only  wholesale  grocer  or  jobber  that  will  be  affected  will  be  the  one 
whose  business  has  been  conducted  along  lines  that  are  economically 
wrong,  who  has  been  content  to  do  business  with  the  retail  grocer 
by  extending  datings  or  credit  of  six  months  or  a  year,  charging 
exorbitant  prices,  doing  a  small  volume  of  business,  and  all  of  this  at 
the  expense  of  the  consumer. 

In  this  connection  I  recently  had  the  pleasure  of  meeting  the 
president  of  the  largest  wholesale  grocery  in  America,  that  is,  the 
gentleman  I  referred. to  a  few  minutes  ago,  Mr.  Balfe,  the  president 
of  the  Austin-Xichols  Co..  and  he  frankly  stated  to  me  that  he  wel- 
comed us  into  the  canned  goods  and  specialty  field,  for  the  simple 
reason  that  it  would  cause  a  keen  and  alert  competition,  thereby 
forcing  an  economic  condition  that  would  assure  not  only  his  pros- 
perity, but  the  prosperity  of  all  the  up-to-date  grocers  in  the  country : 
we  are  not  now  wholesale  grocers,  neither  do  we  intend  be<'oming 
wholesale  gi'ocers.  Our  lines  will  be  limited  to  the  commodities  that 
our  branch  houses  can  handle  with  their  present  facilities  without 
interfering  with  fresh  meats  and  provisions,  which  is  and  always 
will  be  the  basis  of  our  business. 

The  Federal  Trade  Commission  have  stated  that  from  the  present 
tendency  of  the  packers  to  extend  their  ijnes  into  new  fields  such  as 
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canned  goods,  etc.,  that  the  wholesale  grocer  would  disappear  tL>  an 
independently  operated  business  in  five  or  six  j'ears,  and  that  thr 
letail  grocer  as  an  independently  operated  concern  was  due  to  di>- 
appear  in  10  or  12  year<.  To  substantiate  this,  they  have  given  ii" 
hearsay  authority  without  quoting  his  name  an  executive  of  a  largi* 
chain  store.  I  desire  here  and  now,  so  far  as  we  are  concerned,  to 
refute  this  statement. 

The  commission  tells  you  of  the  inroads  that  are  being  made  ui)otj 
the  wholesale  grocery  business  by  the  packei*s,  but  for  some  rea>4>n 
they  failed  to  give  you  the  volume  of  business  done  by  the  whole-.a It- 
grocers  of  the  United  States  and  the  volume  of  businc*ss  d(me  in 
specialty  lines  by  packers  in  comparison.  Neither  have  they  gi\en 
you  any  figures  on  their  ivlative  percentages  nor  their  profit-.  I 
am  sure  that  you  will  find  that  the  wholesale  grocery  businecss  ha- 
kept  pace  with  the  prosperous  conditions  of  our  country. 

The  commission  has  reported  to  you  numerous  items  that  the 
nackers  are  now  selling,  but  they  failed  to  enumerate  the  different 
lines  that  the  wholesale  grocers  are  now  selling.  They  say  nothin;; 
alxmt  the  wholesale  grocer  being  a  purveyor  of  woodenware,  tinware, 
dnig*^,  automobile  tires,  bicycles,  ship-chandler  supplies,  drug  sun- 
dries, dry  goods  and  hardware  sundries,  produce,  fre-h  fruits,  salt 
nu>ats,  pro\  i-^ions,  etc..  lines  that  they  have  taken  on  one  after  nnothtr 
which  they  felt  that  the  market  conditions  of  their  community  would 
pennit  them  to  sell  at  a  profit. 

The  Fe<leral  Trade  Commission  in  June,  1918,  gave  a  report  to  the 
President  on  the  canning  indtistry.  This  report  will  give  you  a  hi.*- 
tory  of  this  industry,  and  will  indicate  to  you  the  reasons  why  we 
were  obliged  to  enter  these  fields. 

With  a  decided  purpose  of  selling  canned  food  commodities  and 
<m  account  of  (he  methocN  employed  by  the  small  canners  throughout 
the  country  of  nmking  ^-hort  deliveries,  etc.,  to  sustain  our  >tandin2r 
and  to  avoid  injury  to  the  sale  of  our  meat  and  provision  line<.  w<» 
had  to  have  the  assurance  that  when  we  sold  canne<l  goo<ls  to  tin* 
ivtail  grocer  \%e  would  be  able  to  deliver  same,  which,  therefore,  i- 
one  reason  we  engaged  in  the  canning  of  corn  and  peas  and  salmon- 
three  of  the  staple  commodities  in  canned  goods. 

Now.  I  wotdd  like  at  this  point  to  refer  to  the  effort-?  of  my  con- 
cern in  buihiing  up  a  brand  known  as  the  ** Certified  Brand**  of 
cai>n(»d  n)eats  and  fruits  and  vegetables,  which  our  company  put  oir. 
and  on  which  we  have  put  a  guarantee  to  refund  to  the  corVumer  Ou* 
full  amount  of  his  purcluise  if  he  is  not  satisfied — leaving  it  entirelr 
to  him  if  he  is  not  satisfied  that  it  is  of  the  highe-i  quality  and  •- 
ref)rcM»ntcd.  and  for  thnt  reji^on  we  couM  not  afford  to  take  chan^'c- 
on  the  <|UMlity  of  the  goods  that  would  ero  out  under  that  lal>el. 

Dnrinir  this  pa^^t  year  the  pack  of  peas  from  our  different  factorir- 
wa-  ;{,"„  per  cent  of  the  total  amoimt  of  peas  packed  in  the  country. 

Our  pack  of  c(»ni  n\  i  -  J,-,  p*'r  cent  of  the  total  pack  of  ctirn 
tlirouirhout  the  United  States. 

(h\r  pack  of  snlmon  was  about  li  per  cent  of  the  total  salmo!! 
j>a'*k  <»f  American-controlled  factories;  so,  then,  from  these  fijnir»'*» 
that  T  have  presented,  you  can  ascertain  that  our  advent  into  the 
rriTiTiinir  indnstrv  fr)r  tm»  purpose  of  backing  our  own  sales  organir-- 
ti»n  is  not  as  the  comrni-- icMi  woidd  have  you  believe,  and  i^hrn 
prop<»rly  con^idore*!  our  ))ro(C(lnre  in  these  lines  is  to  be  looked  ufion 
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with  favor,  as  our  methods  of  handling  our  facories  will  to  a  great 
extent  bring  about  a  new  condition  of  affairs  by  other  canners,  our 
purpose  being  to  operate  on  a  fair  profit  and  give  full  deliveries 
and  full  satisfaction. 

That,  gentlemen,  with  the  exception  of  referring  a  little  further  to 
some  matters  which  I  have  not  fully  covered  in  my  statement,  con- 
cludes my  statement. 

The  Chairman.  It  is  now  nearly  1  o'clock,  and  we  will  take  a 
recess  until  2  o'clock. 

(The  committee  thereupon  took  a  recess  until  2  o'clock  p.  m.) 

The  Chairman.  The  committee  will  come  to  order.  While  there 
are  not  many  members  present  as  yet,  it  is  now  2.16  p.  m.  and  we 
must  proceed;  and  I  am  sure  they  will  be  here  within  a  short  time. 
Mr.  Wilson,  I  think  there  was  something  that  you  wanted  to  refer 
to  before  we  began  interrogating  you  ? 

Mr.  Wilson.  Yes,  sir;  there  was.  I  was  on  the  question  of  canned 
g:oods,  and  I  wanted  to  refer  to  this  report  of  the  Federal  Trade 
Commission,  which  was  for  release  in  morning  papers  of  Wednes- 
day, June  5, 1918,  and  which,  I  think,  accompanied  the  report  to  the 
President. 

There  are  just  two  or  three  short  paragraphs  I  would  like  to  read. 
One  is  that  "  The  rise  in  the  prices  of  canned  goods  during  the  years 
1916  and  1917  was  found  to  be  no  greater  than  the  rise  that  obtained 
generally  in  food-price  schedules." 

Another  is :  "  Unlimited  trading  in  futures ;  lack  of  credit  facilities, 
making  necessary  the  resort  to  xutures  by  small  manufacturers;  the 
absence  of  a  standardized  delivery  contract;  unrestricted  reselling; 
improper  labeling  of  products,  and  lack  of  standardization  of 
grades." 

These  are  paragraphs  included  in  the  statement  of  inequities  exist- 
ing in  the  canning  industry  as  at  present  conducted. 

On  page  4  he  says: 

Canners  averaged  9  per  cent  profit  on  investments  in  1916  and  32  per  cent 
In  1917. 

He  says,  on  page  5 : 

DISADVANTAGES  OF  FUTUKE  SALES. 

Where  short  deliveries  followed  bad  crops  or  the  dishonesty  of  packers,  the 
scramble  of  jobbers  in  the  spot  marljet  at  the  end  of  the  canning  season  le<l  to 
unduly  high  prices.  This  condition  was  due  largely  to  wholesale  grocers,  who 
had  sold  futures  and  had  to  fill  the  orders.  The  high  prices  gave  profit  to  dis- 
honest paclcers,  to  those  who  had  unusually  large  packs,  and  to  wholesale 
grocers  who  had  overbought.  Future  selling  in  time  of  rapidly  rising  prices 
has  been  found  to  benefit  chiefly  the  unworthy  and  penalize  the  honest  packer, 
small  wholesale  grocer,  and  consumer. 

(The  word  "packer"  in  the  quoted  paragraphs  refers  to  canning 
packers.) 

I  simply  cite  these  as  one  of  the  reasons  why  Wilson  &  Co.  went 
into  this  line  of  business;  that  is,  in  c.anning.  We  were  handling  as 
jobbers  a  lot  of  these  products,  and,  as  I  stated  before  lunch,  we 
are  putting  out  a  brand  that  we  are  standing  back  of,  and  that  we  are 
insi^tirg  shall  bo  100  per  cent  right,  and  we  are  guaranteeing  that  to 
tlie  purchaser.  We  can  not  afford  to  have  our  salesmen  going  out 
and  selling  canned  meats,  smoked  meats,  and  other  meats;  and  selling 
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canned  vegetables,  or  canned  salmon  put  up  under  these  conditions: 
and  that,  plus  the  fact  that  our  competitors  in  the  meat-paddng  in- 
dustry— a  number  of  them  at  least — ^were  in  this  line  and  we  were  at  a 
disadvantage  not  being  in  it.  I  do  not  mean  particularly  the  cmn- 
ning  of  vegetables  and  of  fish  but  the  selling  of  them.  We  were  »t  a 
disadvantage  in  not  having  a  full  line  to  oner  to  our  cnstomerB. 

You  will  appreciate  that  the  modern  grocery,  or  the  moden: 
butcher  shop,  to-day  carries  groceries  and  meats,  and  he  handler 
fresh  meats,  smoked  meats,  canned  meats,  canned  vegetables,  butter 
eggs,  and  everything  else.  Our  men  could  not  go  with  jost  a  meat 
line  or  they  would  be  at  a  disadvantage  in  competing  with  Armour 
&  Co.,  Swift  &  Co.,  or  any  other  company  who  might  be  handling 
the  fuller  line.  And  that,  on  top  of  the  economic  proposition  in- 
volved, induced  us  to  go  into  that  line;  and  the  further  fact  as  state-! 
here  is  responsible  for  our  action,  because  we  wanted  to  protect  that 
certified  brand  of  ours  so  that  we  could  stand  back  of  it  as  we  stan  : 
on  our  label. 

I  think,  Mr.  Chairman  and  gentlemen  of  the  committee*  that  cod- 
ers all  I  had  to  say.  Of  bourse,  there  are  a  great  many  subjects  her^ 
that  I  might  talk  on  for  a  considerable  time,  but  I  mow  that  tbej 
have  been  covered  by  other  people.  So  if  there  is  anything  that  you 
would  like  to  ask  me,  or  any  further  information  that  I  have  whirl. 
you  would  like  to  have  I  will  bo  delighted  to  give  it  to  you. 

The  Chairman.  Anything  that  you  may  not  have  included  in 
what  you  have  said  up  to  the  present  time  and  that  you  would  lik<* 
to  go  into  your  hearing  you  may  add  when  you  go  over  your  state- 
ment even  without  having  presented  it  here. 

Of  course  the  members  of  the  committee  want  to  ask  you  soiih* 
questions. 

Mr.  Wilson.  I  thank  you  for  the  opportunity  afforded  me  to  ap 
pear  here  and  make  a  statement. 

The  Chairman.  Inasmuch  as  several  members  of  the  coniniire- 
have  not  yet  come  in  I  will  begin  myself.- 

Mr.  Wilson,  you  referred  in  the  first  part  of  your  stntonient^  or 
used  the  words,  "  helpful  regulations."  What  do  you  mean  by  help 
ful  regulations  from  a  governmental  standpoint? 

Mr.  Wilson.  My  idea  pf  that  is  more  in  the  nature  of  cooj>enitior' 
than  anything  else.    I  think  we  have  had  a  great  deal  of  it  in  ilir 
past  from  certain  <lepartments  of  the  (fovernment.    I  think  we  havt 
nad  it  somewhat  from  the  Bureau  of  Animal  Industry,  Department 
of  Agriculture,  who  are  now  supervising  the  actual  work  at  the  pack 
ing  plants.    And  then  I  think  we  have  had  a  lot  of  help  from  the  De 
partment  of  Agriculture  in  many  ways.    I  think  in  the  field  of  pro- 
duction they  have  cooperated,  and  so  have  we,  to  iaci"ea.s>  produrfion 
Take,  for  instance,  the  State  of  Oklahoma,  in  which  Tan  very  inu«-h 
interested;  I  think  I  can  say  that  mostly  through  our  efforts,  ve  e»t 
the  State  of  Oklahoma,  that  is,  the  officials  of  Oklahoma,  to  cooT>eniti 
with  the  Department  of  Agnculture  of  the  Federal  Ciovommor.t  t  • 
have  work  clone  in  tick  eradication.    They  were  far  apart*  .ind  ^^ 
interested  ourselves  in  that  proposition,  and  got  them  to  cooperating, 
and  as  a  result  they  are  rapidly  cleaning  up  the  State,    That  •%  • 
benefit  to  us,  because  it  enables  the  producer  to  produce  more  stniT. 
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and  better  stuflf;  and  it  is  of  great  benefit  to  the  producer  in  many 
ways.    My  idea  is  along  these  Tines. 

The  Chairman.  You  did  not  have  in  your  mind  regulations  con- 
fined alone  to  the  packing  industry,  but  regulations  that  might  affect 
State  regulations  on  kindred  subjects,  particularly  as  you  have  men- 
tioned, tick  eradication,  and  thereby  indirectly  benent  the  packing 
industry  while  benefiting  the  people  at  large.    You  had  that  in  mind  ? 

Mr.  Wilson.  I  think  probably  I  would  go  further  than  that.  My 
mind  runs  pretty  much  along  the  line  of  cooperation.  I  am  a  gi'eat 
believer  in  it.  I  have  been  an  advocate  of  that  for  some  time.  I 
have  advocated  it  to  the  producers.  I  have  gone  before  them,  and 
encouraffed  cooperation  between  producers  and  packers.  I  did  that 
when  I  first  took  up  this  new  business.  I  went  out  and  went  before 
a  committee  of  Texas  cattle  raisers,  of  the  Texas  Cattle  Raisers'  As- 
sociation, and  at  that  time  advocated  cooperation. 

Now,  Mi\  Chairman,  that  is  the  trend  that  my  jjiind  is  running  in. 
I  am  for  working  these  things  out  on  a  mutual  basis,  an  equitable 
basis,  having  due  regard  for  the  rights  and  interests  of  the  pro- 
ducer and  of  the  consumer.  And  I  believe  if  the  Department  of 
Agriculture  is  properly  supported  by  Congress  that  95  per  cent  of 
the  defects  that  exist  to-day  may  ultimately  be  eliminated.  That 
is  my  belief. 

The  Chairman.  Well,  with  reference  to  the  railroad  question, 
which  I  am  not  going  to  ask  you  about  but  it  has  very  often  been 
referred  to,  both  by  Government  officials  and  railway  officials,  as 
well  as  by  the  general  public;  as  to  helpful  regulations,  they  have 
always  thought  that  meant  restrictions? 

Mr.  Wilson.  Yes,  but 

The  Chairman  (interposing).  And  in  the  very  nature  of  things 
when  you  speak  of  helpful  restrictions  and  helpful  regulation  of 
a  public  utility  you  mean  the  same  thing,  but  I  do  not  know  whether 
you  had  that  idea  in  mind  or  not? 

Mr.  Wilson.  My  mind  runs  more  along  the  lines  of  supervision  at 
this  time.  I  think  the  legislation  that  we  now  have  is  ample  for  all  the 
ailments  of  this  industry.  That  is  my  opinion.  I  think  the  trouble 
that  is  presented  to  you  gentlemen  is  built  up  of  ancient  things  that 
have  been  cured,  at  least  in  my  estimation.  In  other  words,  there  are 
laws  now  that  are  sufficient  if  they  are  carried  out,  and  I  think  they 
dre  carried  out ;  they  are  sufficient  to  cure  the  big  end  of  the  defects 
that  exist.  One  that  I  have  in  mind  is  the  work  of  the  Interstate 
Commerce  Commission.  I  think  there  were  conditions  existing  prior 
to  that  time  that  were  very  objectionable,  both  from  the  small 
packers'  viewpoint  and  from  the  large  packers'  viewpoint,  I  am 
referring  way  back  to  the  time  when  rebat.es,  and  so  forth,  existed. 
They  seemed  popular  at  that  time,  but  looking  back  upon  them 
from  our  present  viewpoint  they  were  bad  and  wrong,  and  they 
have  been  elimipated.  That  condition,  and  the  private  car  proposi- 
tion, have  been  remedied  by  the  Interstate  Commerce  Commission 
to  a  very  great  extent. 

The  Chairman.  Of  course  the  Interstate  Commerce  Commission 
can  not  do  anything  that  it  is  not  authorized  by  law  to  do? 

Mr.  Wilson.  No. 

The  Chairman.  And  the  law  placed  restrictive  legislation  on 
that? 

99©27--19— FT  4 40 


1240       GOVERNMENT  CONTROL  OF  MEAT-PACKING  INDU8TBT. 

Mr.  Wii^soN.  Yes,  sir. 

The  ('IIAIH3IAX.  The  Inu»rstate  Coininerce  Cominis?,ion  oarrie^l 
out,  or  simply'  tried  to  carry  out  from  its  viewpoint,  the  jreneml 
purjwse  of  the  hiw  in  exercising  its  authorit)'? 

Mr.  WiLsox.  Yes,  sir. 

Tlie  CiiAiKMAN.  And  it  seems  to  me  that  in  the  very  nature  of 
things  regidation  means  restriction  while  supei*vision  and  cooiJeni- 
tion  might  mean  a  very  ditferent  thing.  I  have  not  been  able  j'et  Xo 
see  how  restriction  can  l)e  helpful  from  the  standpoint  of  restrict- 
ing activities,  unless  a  man  will  admit  that  he  has  been  aiming  to  do 
soiiiething  or  is  doing  something  that  he  ought  not  to  do;  that 
he  lias  lKH»n  prevented  from  doing  something  he  would  otherwisp 
be  doing.    I  ao  not  know  whether  you  had  that  in  mind  or  not  ? 

Mr.  HiLsox.  Xo,  sir;  I  did  not. 

The  Chairman.  I  will  drop  that  then.  You  referred  to  a  matter 
and  I  simply  want  your  definition :  Does  Wilson  &  Co.  have  a  stock 
issue  of  its  own,  or  did  it  simply  succeed  to  Sulzlierger  &  Sons  Co.'- 
stock? 

Mr.  Wiusox.  It  simply  succeeded  to  Sulzberger  &  S<m>  stoi'k. 

The  CiiAiKMAX.  There  is  no  difference? 

Mr.  WiUHox.  Y<»s:  we  changed  the  name  and  reissuetl  the  stoi'k. 

The  Chairmax.  It  is  still  in  the  same  name? 

Mr.  WiUHox.  No,  sir.  There  is  still  some  of  the  Sulzberger  stock 
outstanding,  but  we  have  reissued  the  most  of  it.  There  is  no  changi- 
in  the  s1(k*k. 

The  Chairmax.  You  take  in  a  share  of  Sulzl)erger  stoi'k  and  rr 
Issue  a  share  of  Wilson  &  Co.  stock? 

Mr.  Wii***ox.  Yes,  sir. 

The  Chaikmax.  What  is  the  auumnt  of  the  stock? 

Mr.  AViix^x.  $20.00().0(K)  conunon  and  $10,474,000  preferred. 

The  CiiAiKMAN.  The  preferi-ed  in  also  Sulzberger  stock  ju>t  lik« 
the  conmion  i 

Mr.  WiLsox.  Yes,  sir. 

The  Chairmax.  The  par  value  of  lioth  the  c(mimon  and  the  pn» 
ferred  stock  is  $100  a  shared 

Mr.  Wii^sox.  Yes,  sir.  Well,  no;  I  beg  pardon.  The  conim<»r 
st<K'k  is  now  without  par  value.  We  changed  that  about  six  months 
ago.  The  par  value  was  formerly  $100  a  share,  but  now  it  has  n«' 
par  value. 

The  Chairman.  As  Sulzberger  4  Soas  Co.  stock  it  had  a  par 
value? 

Mr.  Wii-sox.  Yes,  sir;  it  had  then,  and  as  Wilson  &  Co.  slork 
it  had  a  par  value  until  six  months  ago,  when  we  changed  it. 

The  Chairmax.  That  has  l)een  changed  since  they  changed  the 
name  t 

Mr.  Wii-isox.  Yes,  sir. 

The  Chairmax.  Tlie  preferi*ed  stock,  of  course,  cotitinues  to  ha^«* 
its  par  value? 

Mr.  WiLHox.  Yei5,  sir. 

The  Chairman.  Does  the  preferred  stock  carry  any  voting  power 
with  it? 

Mr.  Wni»N.  Xo,  sir. 

The  Chairman.  What  is  the  dividend  authorised  to  be  paid  on 
the  preferred  stock? 
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Mr.  Wilson.  Seven  per  cent. 

The  Chairman.  Payable  semi-annually? 

Mr.  Wilson.  Payable  quarterly. 

The  Chairman.  Is  that  preferred  stock  generally  owned  through- 
out the  country,  like  your  common  stock  ? 

Mr.  Wilson.  Yes,  sir;  fairly  well  scattered  around. 

Mr.  Chairman.  You  began  your  statement  by  speaking  of  the 
bankers  who  financed  the  corporation.  I  suppose  you  thought  what 
you  said  would  be  generally  understood,  and  while  I  do  ^urmise  your 
meaning,  I  would  like  to  have  you  explain  what  you  meant  by  the 
bankers'  action;  that  is,  when  Sulzbergers  were  still  in  charge,  did 
you  mean? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  How  were  the  bankers  interested  in  the  Sulz- 
berger &  Sons  Co.  ? 

Mr.  Wilson.  The  Sulzberger  people  went  to  the  bankers  prior  to 
the  due  date  on  the  $8,000,000  debenture  bonds  and  made  an  arrange- 
ment with  the  bankers  whereby  they  would  provide  for  the  reissue 
of  that  $8,000,000  debenture  bonds.  And  in  that  trade  thev  gave  the 
bankers,  that  is,  those  four  institutions,  a  certain  quantity  of  the 
common  stock  of  Sulzberger  &  Sons  Co.  That  is  the  way  the  bankers 
came  in. 

The  Chairman.  Well,  now,  is  there  an  outstanding  bonded  in- 
debtedness to-day  of  Wilson  &  Co.? 

Mr.  Wilson.  There  is.  There  are  6  per  cent  first  mortgage  bonds 
of  Wilson  &  Co.,  amounting  to  $20,000,000. 

The  Chairman.  $20,000,000  6  per  cent  first  mortgage  bonds? 

Mr.  Wh,son.  Yes,  sir ;  and  then  there  are  debenture  bonds  amount- 
ing to  $20,000,000,  recently  issued,  about  two  months  ago. 

The  Chairman.  There  are  $30,000,000  of  bonds? 

Mr.  Wilson.  No;  $40,000,000. 

The  Chairman.  Yes ;  I  did  not  understand  you.  There  is  a  bonded 
indebtedness  of  $40,000,000  outstanding  in  the  name  of  Wilson  &  Co.  ? 

Mr.  Wilson.  Yes,  sir;  one  is  6  per  cent  first  mortgage  Iwnds  and 
the  other  is  6  per  cent  debenture  bonds. 

The  Chairman.  What  time  have  the  6  per  cent  first  xnortgage 
bonds  yet  to  run  ? 

Mr.  Wilson.  Oh,  a  niunber  of  years;  I  think  about  25  years  yet 
to  run. 

The  Chairman.  A  long-time  bond  ? 

Mr.  Wilson.  Yes,  sir ;  the  other  is  a  10-year  bond. 

The  Chairman.  Ten -year  debenture  bonds? 

Mr.  Wilson.  Yes,  sir;  and  convertible  into  common  stock  at  the 
pleasure  of  the  owners  of  the  bonds. 

Mr.  Chairman.  What  was  the  market  on  the  debenture  bonds  ? 

Mr.  Wilson.  They  were  put  out  at  95,  and  I  think  they  are  right 
around  that  price  now. 

The  Chairman.  What  was  the  common  put  out  at  ? 

Mr.  Wilson.  The  common  has  not  been  put  out  in  that  sense. 

The  Chairman.  It  existed  as  a  part  of  Sulzberger  &  Sons  Co.'s 
issue  ? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  And  it  was  worth  not  to  exceed  $5  a  share,  or  5 
cents  on  the  dollar,  at  the  time  you  went  into  the  company  ? 


1242       GOVERNMENT  CONTROL  OF  MBAT-PAOKINQ  IKDXTSTBT. 

Mr.  Wn^ON.  Taking  the  market  as  a  basis ;  no. 

The  Chair3ian.  I  mean,  the  market  value? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  That  was  $20,000,000  of  outstanding  Sulzberfter 
&  Sons  Co.  stock? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  How  was  it  the  bankers  could  offer  you,  either  by 
way  of  gift  or  sale,  or  any  other  way,  $1,500,000  of  the  common 
stock  of  Sulzberger  &  Sons  Co.  which  they  gave  you  ? 

Mr.  Wilson.  Well,  they  had  that  common  stock,  and  through 
some  arrangement  with  the  old  owners  they  agreed  to  give  a  part 
of  what  they  had,  and  the  old  owners  agreed  to  give  a  part  of  what 
they  had. 

The  Chairman.  The  bankers  owned  some  common  stock? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  I  want  to  know  how  they  got  hold  of  it  ? 

Mr.  Wilson.  I  am  telling  you.  They  got  that  as  a  consideration 
for  their  undertaking  to  reissue  $8,000,000  of  debenture  l)onds  that 
were  coming  due.    The  company  was  in  k  bad  way. 

The  Chairman.  There  wfis  an  outstanding  issue  of  $8,000,000  of 
debenture  bonds  of  Sulzberger  &  Sons  Co.  ? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  And  the  time  had  arrived  when  they  must  be  r^ 
issued  or  paid? 

Mr.  Wilson.  Yes>  sir. 

The  Chairman.  And  this  was  an  extension  of  the  time  bv  war  of 
renewal  of  the  debenture  bonds? 

Mr.  Wilson.  They  did  not  renew  them,  but  they  had  to  take  care 
of  them. 

The  Chairman.  They  took  up  that  issue  by  the  sale  of  another 
issue  ? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  And  the  bankers  took  the  second  issue? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  And  as  a  bonus  they  received  how  much  common 
stock  ? 

Mr.  WILSON.  I  do  not  know  exactly.  Thev  received  quite  a  siilv 
stantial  amount.  Mr.  Heney  says,  and  I  think  he  may  be  correct, 
that  they  had  in  all  60  per  cent  of  the  common  stock. 

The  Chairman.  You  seem  to  go  on  the  idea  that  we  are  familiar 
^\  ith  what  is  going  on  before  the  Senate  Committee  on  Agriculttirp. 

Mr.  Wilson.  It  is  in  the  Federal  Trade  Commission *s  report. 

The  Chairman.  There  is  nothing  in  there  from  Mr.  Heney,  You 
people  refer  to  Mr.  Heney  as  if  we  knew  all  about  what  was;  gnin^ 
on  before  the  Senate  committee,  and  I  do  not  know  about  thai. 

Mr.  Wii^ox.  I  am  referring  now  to  the  Federal  Trade  Commi*^- 
sion's  report.    It  is  in  that. 

The  Chairman.  Well,  does  it  state  it  correctly? 

Mr.  Wilson.  I  think  substantially  so.  I  am  not  in  a  position  to 
give  the  actual  facts,  but  it  is  in  substantial  accord  with  my  idea  of 
that  transaction. 

The  Chairman.  Was  the  common  stock  practieally  velvet  in  th.it 
transaction  ? 

Mr.  Wilson.  Yes,  sir. 
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The  Chairman.  And  no  money  went  into  the  company  by  reason 
of  the  sale  of  the  common  stock  ? 

Mr.  Wilson.  No.  But  then,  you  must  go  back  further  if  you 
want  to  consider  that  as  the  ba^s  of  an  actual  investment,  because 
originally  that  represented  dollars  and  cents  in  the  business,  that 
common  stock  did  way  back.  It  represented  dollars  in  the  business, 
and  at  the  time  this  trade  was  maae  on  the  books  of  the  company 
it  represented  maybe  $70  a  share,  but  the  lack  of  success  of  the  com- 
pany— in  fact,  the  failure  practically  of  the  company — ^put  the  market 
on  the  common  stock  down  to  nothing  or  near  nothing,  although 
this  common  stock  did  represent  money  in  the  assets  ofcthe  company. 

The  Chairman.  Did  I  understand  you  to  say  that  the  company 
as  a  corporation  gave  its  common  stock  to  the  bankers  or  sold  it  to 
them  ? 

Mr.  Wilson.  It  did  not.  That  stock  was  out,  and  was  in  the  hands 
of  the  Sulzbergei-s.  The  company  did  not  give  it  to  the  bankers  at 
all. 

The  Chairman.  Well,  was  the  Sulzberger  &  Sons  Co.  a  corpora- 
tion ? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  It  issued  the  common  stock? 

Mr.  Wilson.  Yes;  and  the  stock  had  been  out  for  several  years. 

The  Chairman.  And  they  owned  it? 

Mr.  Wilson.  The  Sulzbergers  presonally  owned  it. 

The  Chairman.  The  Sulzbergers  then  gave  the  stock  to  the  banks? 

Mr.  Wilson.  Yes,  sir;  that  is  it. 

The  Chairman.  And  then  the  banks  and  some  others  gave  you 
straight  out  $1,500,000  of  the  common  stock? 

Mr.  Wn^soN.  Yes,  sir. 

The  Chairman.  And  an  option  to  buy  as  much  as  $3,500,000  more 
of  the  common  stock  at  $10  a  share? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  Which  option  you  exercised  by  buying  the  com- 
mon stock? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  And  I  suppose  you  bought  that  stock? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  That  $3,500,000  of  common  stock  came  from 
whom? 

Mr.  Wilson.  That  $3,500,000  came  from  the  bankers  and  from  the 
Sulzbergers  personally  who  owned  stock  in  the  company. 

The  Chairman.  Then  the  bankers  did  get  a  profit  so  far  as  they 
held  that  common  stock  of  $5  a  share  ? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  By  your  exercising  your  option  on  the  shares? 

Mr.  Wilson.  I  do  not  know  how  much  they  got-  You  understand 
they  bought  some  of  the  stock;  they  did  not  get  it  all  for  nothing 
in  that  deal  for  a  reissue  of  the  debentures.  They  paid  something 
for  it,  but  it  was  not  much. 

The  Chairman.  But  when  you  received  the  option  the  common 
stock  was  not  worth  exceeding  $5  a  share  ?  t 

Mr.  Wilson.  No  ;  it  had  been  offered  at  about  that.  Time  and 
again  it  was  offered  before  then  at  $5  a  share. 
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Tlie  Chairman.  The  bankei-s,  or  whoever  owned  the  $3,500JKhi 
worth  of  conmion  stock  that  you  paid  $10  a  share  for,  got  a  profit  of 
$5  a  share,  didn't  they  ? 

Mr.  Wilson.  Tliat  is  correct.  You  understand  that  the  Sulzbercer 
&  Sons  Co.  at  that  time  was  ratlicft*  in  a  bad  position;  it  Iiad  been 
a  losing  proposition.  It  was  run  down,  in  a  hole  as  it  were;  and  the 
value  of  the  conmion  stock  depended  entirely  on  what  was  made  out 
of  the  company  finally.  I  do  not  think  that  at  that  time  the'ronmion 
stock  had  really  any  value  at  all,  any  market  value. 

The  Chairman.  Did  the  bankers  sell  all  the  stock  they  ha<l  to  3'onf 

Mr.  WiuBON.  No:  they  have  gradually  sold  that  stoc'k  out  on  t!ie 
market. 

The  Chairman.  They  had  all  told  alMMit  00  per  cent  of  the  conmion 
stock? 

Mr.  Wilson.  That  is  my  understanding,  that  they  had  prHrtically 
that  amount. 

The  Chairman.  They  had  60  per  cent  of  $20,000,000? 

Mr.  Wilson.  Yes,  sir.    That  was  of  (•oui*s«>  beJFore  I  got  mine. 

The  Chairman.  Which  would  be  $1-2.000,000  of  the  conunon  st4Kkf 

Mr.  WiiJ^ON.  Yes,  sir. 

The  Chairman.  You  do  not  know  whether  you  got  a  part  of  their- 
or  not? 

Mr.  WiuBON.  I  know  that  I  got  a  part  of  theirs  but  not  all.  Ami 
I  know  that  some  of  mine  came  from  the  old  Sulzberger  people. 

The  Chairman.  Tliat  same  stock,  without  any  additional  mont*} 
being  paid  in  by  the  holders  thereof,  ran  up  to  al)out  $75  a  share  ? 

Mr.  Wilson.'  I  say  at  that  time  it  really  represented  a  value  of 
about  $70  a  share. 

Tlie  Chairman.  I  know,  but  you  said  this  morning,  if  I  under- 
stood you  correctly,  that  it  ran  up  to  about  $75  a  share  on  th«> 
market? 

Mr.  Wilson.  Oh,  on  the  market,  yes.    I  did  not  understand  you. 

The  Chairman.  The  market  value  reached  a  point  recently  where 
it  was  worth  about  $75  a  share? 

Mr.  Wii>*ON.  Yes,  sir:  and  the  actual  value  is  more  than  that. 

The  Chairman.  Since  this  investigation  by  the  Federal  TrwAe 
(Commission  it  has  gone  down  to  $07.50  a  share? 

Mr.  Wnx4»N.  Xo:  sinct*  this  couimitt<*e  hearing  lH*gan  it  went  <l«iwii 
to  $()7.r)0  a  share,  where  it  is  to-day. 

The  Chairman.  T  do  not  se<»  whv  the  statements  of  the  {mcker^ 
hitr  and  little,  old  and  young,  matte  In^fore  this  roiiiinittee  sh<HtId 
di»pn»>N  this  stock  i 

Mr.  Wii>oN.  I  i]mu*  agive  with  yon,  hut  the  |)eu|de  d«i  n<iC  gft 
t)u*s4«  Mat<*monts.  And  they  had  not  g(»t  the  statements  of  the  pack 
ors  wht'ii  tlio  marki't  wmt  off  ino^t,  but  >tateini'nt>»  came  out  that  f!»- 
packers  were  going  to  lx»  taken  over  by  the  (lovernment,  that  their 
cars,  liraiich  hoiiso.  st^K-kyard*-.  and  all,  won*  going  to  1k»  taken  «%fr 
and  run  by  the  (iovi»rnnient.  whereuixm  the  average  person  figwn-i 
in  this  wist*,  well  probably  that  is  tlie  end  of  the  packers,  ami  tl« 
st<M-k holders  iMH-aine  nervous. 

Xhe  situation  lH»fore  Congress  ami  this  c<uintry  cauae<I  by  t\*< 
unwarrante<l  attack  upon  the  meat-packing  indiiatry  througii  a*- 
ex  parte  investigati(m  by  the  Federal  Trade  Commission  ha<  rparhi<-i 
a  very  si»riouH  stage.     It  is  not  n\\   wish  to  unduly  alarm  Conim"** 
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or  the  great  interests  represented  by  the  producers  of  live  stock,  but 
51  situation  is  fast  approaching,  if 'not  already  present,  which  is 
rapidly  passing  beyond  the  control  of  any  power  in  this  country  to 
control.  The  success  and  prosperity  of  the  live-stock  industry,  as 
w^ell  as  that  of  the  packing  industry,  is  now  most  seriously  threat- 
ened, and  if  this  agitation  results  in  a  demoralization  of  the  market 
and  the  prices  to  be  paid  for  live  stock,  there  will  be  no  one  to  blame 
but  those  behind  the  agitation  now  being  fostered  and  fomented 
by  the  force  behind  the  movement. 

It  has  been  clearly  demonstrated  that  the  report  of  the  Federal 
Trade  Commission  (m  the  meat-packing  industry  was  wholly  an 
ex  parte  proceeding  in  which  the  packei-s  were  not  permitted  to 
present  any  defense  to  the  sensational  charges  made  against  them. 
The  hearing  before  the  Senate  Committee  on  Agriculture  on  the 
Kendrick  bill,  and  the  hearing  of  the  House  Committe>e  on  Inter- 
state and  Foreign  Commerce  on  the  Sims  bill,  were  predicated  upon 
the  ex  parte  report  of  the  Federal  Trade  Commission.  The  report 
of  the  Federal  Trade  Commission  and  the  hearings  before  these  two 
committees  have  .attracted  attention  in  foreign  countries,  where  the 
circumstances  surrounding  the  case  are  not  fully  understood. 

Fi^om  the  summary  of  the  report  of  the  Federal  Trade  Commis- 
sion dated  July  3,  1918,  and  addressed  to  the  President,  we  quote  the 
following: 

Out  of  the  iimH»  of  inforination  in  (mr  luiiuls,  (Uie  fjH't  stands  out  with  all 
]>ossiibIe  emphasis.  Tlie  sniull  doniinnnt  group  of  American  meat  paclvers  are 
now  international  in  their  activities,  wiiile  renmininK  American  in  identity. 
Blame  which  now  attaches  to  them  for  tlieir  practices  abroad  as  well  as  at 
home  inevitably  will  attach  to  our  country  if  the  practices  continue.  The 
purely  domestic  problems  in  their  Increasing  magnitude,  their  monopolization 
of  marlcets  and  their  manipulations  and  controls,  grave  as  those  problems  are, 
are  not  more  serious  than  those  presente<l  by  the  added  aspect  of  inter- 
national activity.  This  urgently  argues  for  a  solution  which  will  increase  and 
not  diminish  the  high  regard  in  which  this  people  is  held  in  international 
i-oniity. 

The  above  comment  is  a  fair  example  of  the  inconsiderate  manner 
in  which  the  Federal  Trade  Commission  has  made  statements  in  its 
ex  parte  investigation  of  this  industry.  No  investigation  has  been 
made  by  that  tribunal  into  the  problems  and  questions  relating  to  the 
foreign  business  of  the  meat-packing  industry.  It  knows  nothing  of 
the  business  in  South  America  or  in  Europe  upon  which  it  would  be 
authorized  to  make  such  a  broad  statement,  and  we  respectfully 
protest  that  there  is  nothing  in  the  situation  which  calls  for  such  an 
unwarranted  statement.  Nevertheless,  great  harm  has  already  been 
caused  and  a  prejudice  has  been  created  which  it  will  be  very  difficult 
to  eradicate. 

The  five  years  of  vigorous  propaganda  of  a  small  coterie  of  wealthy 
and  influential  cattlemen,  well  financed,  fomented  and  actively  man- 
aged by  a  small  group,  closely  associated  with  a  small  group  of  de- 
signing and  ambitious  politicians,  have  brought  the  meat-packing 
industry  of  the  United  States  to  the  point  shown  by  the  following 
cablegram  from  London,  published  in  the  press  of  this  country : 

IjONDon,  Feb.  5. — Acconlinir  to  ijIjitis  to-dny.  the  inquiry  into  the  activities  of 
the  American  meat  packers  in  this  country  will  l>e  short  but  effective.  It  Is  not 
proposed  to  attempt  to  call  any  of  the  American  pacrkers  or  their  representatives 
as  witnesses  unless  they  voUmtarily  offer  to  testify. 
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The  investigating  committee  will  b^  formed  of  r'?i)resentatives  fn»m  thr*  U«*  - 
of  trade  and  the  food  and  agricultural  ministries.  Their  invost'iratlon.  n  *.*.' 
official  of  the  board  of  acrriculture  FMiid.  will  be  informal.  They  will  reTl*»tr  i- 
a  broad  way  certain  statistics  as  to  meat  prices  in  Great  Britain.  Xew  \^^tDe-w^- 
are  expected  to  be  called.  A  short  cut  to  adjournment  will  be  taken  t»T  rh* 
probable  pdoption  of  the  report  of  the  American  Federal  Trade  r(»mml»<lon.  T*  • 
American  packers  will  be  given  an  opportunity,  if  they  wish  it,  to  •*  read  in  ' 
corrections  of  the  American  commission's  report,  but  this  will  not  mean  the  o»n^ 
mittee  will  accept  the  "  correction."  Findings  will  l>e  submitted  to  departnu^nt.'' 
heads,  who  will  formally  submit  a  Joint  report  with  recommeu*latlon*«  n«  ?• 
what  action  is  advisable  to  Parliament.    Parliament  then  may  act. 

We  also  offer  you  the  following  newspaper  report  cabled  from 
South  America  and  published  in  the  press  of  this  country  on  Januar\ 
31,  1919 : 

Buenos  Aires,  Jan.  30. — The  operation  of  the  American  pnckini;  bonnes  In 
Argentina  is  dealt  with  in  a  two-column  article  in  La  Rasson  to-<lay.  Comment  in: 
on  J.  Ogden  Armour's  testimony  before  the  T'nited  States  Senate  committee,  tb*- 
paper  says: 

"  We  published  sometime  apo  the  Swift  balance,  showing:  a  30  per  cent  Inipn^-* 
in  South  American  business,  which  caused  such  comment  !n  South  Anieri*^ 
that  Mr.  Armour  omitted  South  American  profits  in  his  bal(ince.  The  Pa<*klT>2 
Trust  is  a  serious  menace  to  Argentina  to-djiy.  The  (iovemment  must  «»Htat»U-h 
national  plants  or  requisition  foreifoi  ones.  If  the  price  is  not  descendine 
to-day,  it  is  because  of  the  efficient  orpranlzation  of  these  trusts,  which  are  iror*- 
powerful  than  many  Governments.  When  war  was  declared  America  connent  *1 
to  the  formation  of  trusts,  especially  the  meat  trusts,  to  operate  In  South 
America  and  Africa.  From  the  first  we  have  protested  apilnst  European*  an' 
North  Americans  classing  us  as  Negroes,  in  the  belief  that  European  chamct*  r 
disappears  the  farther  south  one  travels.  Meat  trusts  were  most  repnWre  "o 
North  Americans,  and  were  largely  responsible  for  the  strict  antitrust  law,  W«- 
have  protested  their  operation  here.  We  were  put  on  the  American  black  }W 
but  removed  later.  We  still  hold  our  original  opinion  that  the  operation  of 
these  trusts  is  detrimental  to  Argentina.  As  the  result  of  the  trust  comhlnation. 
Argentina  farmers  receive  only  200  pesos  for  a  steer,  the  identical  steer  neUlnf 
for  the  equivalent  of  700  pesos  in  England  or  North  America." 

This  is  the  situation  now  concerning  this  industry  in  foreign  conn- 
tries  and  there  is  no  way  to  determine  how  much  farther  it  will 
spread  and  to  what  extent  an  irreparable  injury  will  be  done  to 
this,  the  ^eatest  single  industry  in  this  country.  We  are  depend- 
ent upon  the  markets  of  Europe  to  absorb  and  consume  our  surplus 
supplies.  The  prices  received  for  such  surplus  is  a  large  if  not  con- 
trolling factor  in  establishing  the  price  of  live  stock  in  this  coun- 
try. If  embargoes  are  raised  against  American  meat  products  in 
foreign  countries,  it  can  not  fail  to  affect  the  markets  in  this  c(mntr> 
adversely. 

The  packers  are  now  and  have  for  some  time  past  been  openitine 
their  plants  to  their  fullest  capacity,  giving  employment  to  labor  in 
the  largest  possible  measure.  If  the  consumption  of  meat  products 
is  curtailed,  it  will  necessarily  reduce  our  operations  and  will  prol>- 
ably  throw  a  large  number  of  men  out  of  employment.  This  is  the 
situation  which  you  must  look  squarely  in  the  face,  and  those  iThir.l 
this  agitation  must  be  prepared  to  accept  their  full  responsibility 
for  the  consequences  which  we  as  an  industrj'  will  be  utterly  unabl*> 
to  control. 

It  has  not  only  been  fullv  established  that  the  report  of  the  Fe^l- 
eral  Trade  Commission  failed  to  cover  the  ground  authorized  an^i 
directed  by  the  President,  to  wit,  to  avScertain  all  the  facts  relating  u> 
the  production,  manufacture,  and  distribution  of  food  stuffs;  but 
that  the  alleged  evidence  produced  in  the  ex  parte  hearings  is  in 
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many  respects  incorrect  and  that  practically  every  one  of  the  infer- 
ences drawn  by  the  commission  from  the  evidence  is  wrong  in  re- 
spect to  any  material  matter;  that  the  conclusions,  particularly  as 
regards  there  being  no  competition,  are  unwarranted ;  and  that  the 
recommendations,  if  carried  into  effect,  would  seriously  impair  the 
ability  of  the  packers  to  serve  the  public. 

No  proof  has  been  offered  to  show  that  the  industry  is  not  run 
with  efficiency  and  at  a  reasonable,  almost  nominal  profit;  but  on 
the  contrary,  affirmative  proof  has  been  presented  bj^  the  packers 
which  can  not  be  denied  or  disproved  from  any  source  that  the 
profits  of  the  packers  can  truly  be  expressed  in  terms  of  but  a  small 
fraction  of  a  cent  per  pound  on^the  turnover  and  that  the  total  prof- 
its on  the  business  done  is  less  than  that  enjoyed  by  any  other  manu- 
facturing industry  in  this  country,  without  regard  to  the  line  of 
business.  When  it  is  remembered  that  the  packers  are  dealing  in 
a  perishable  product,  this  showing  is  the  more  remarkable.  The 
figures  of  the  Food  Administration  show  that  the  total  net  profit  of 
the  packers  on  all  articles  of  food  under  Federal  control  and  regula- 
tion of  the  industrj'  has  been  for  the  past  year  5.6  per  cent.  The 
Federal  Trade  Commission  have  checked  these  figures  and  have 
offered  nothing  to  this  committee  to  challenge  them  or  disprove  their 
accuracy. 

The  Chairman.  Your  judgment  is  that  the  bankers  do  not  hold 
more  than  10  per  cent  of  the  $20,000,000  of  common  stock  at  this 
time? 

Mr.  Wilson.  Yes^  sir;  that  is  correct. 

The  Chairman.  If  they  held  60  per  cent  of  the  common  stock  and 
have  sold  50  per  cent  of  the  $20,000,000  that  they  held,  they  do  not 
hold  but  10  per  cent,  or  $2,000,000,  now  ? 

Mr.  Wilson.  About  $1,200,000,  as  they  only  had  about  $12,000,000, 
or  60  per  cent  of  the  total  issue. 

Mr.  Wilson.  Yes,  sir ;  it  went  out  on  the  market. 

The  Chairman.  As  they  still  hold- 10  per  cent  it  is  reasonable  to 
suppose  that  the  50  per  cent  was  sold  not  at  one  time,  but  that  they 
fed  it  out  on  the  market  as  they  thought  best? 

Mr.  Wilson.  Yes,  sir;  it  wont  out  on  the  market. 

The  Chairman,  The  bankers  are  taking  no  part  whatever  in  the 
activities  or  ownership  of  the  property  itself? 

Mr.  Wilson.  That  ought  to  be  iiKKlificd  to  this  extent,  that  some 
of  the  bankers  are  on  my  board  of  directors,  and  I  get  the  benefit  of 
any  help  they  can  give  me  in  an  advisory  capacity.  None  of  them 
are  located  in  Chicago,  and  I  see  them  as  a  rule  only  once  a  month 
in  our  directors'  meeting. 

The  Chairman.  As  stockholders  of  course  they  were  entitled  to  a 
vote  in  the  corporation  ? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  And  the  voting  power  was  with  the  common  stock? 

Mr.  Wilson.  I  ought  to  explain  that  all  the  common  stock  is  in  a 
voting  trust.     There  are  five  voting  trustees,  and  that  voting  trust 
continues  for  about  a  year  and  a  half.    The  stockholders  are  repre- 
sented by  certificates  in  that  voting  trust. 
^  The  Chahiman.  And  those  bankers  are  in  the  voting  trust  ? 

Mr.  Wilson.  Yes;  and  I  am  in  the  voting  trust. 
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The  Chairman.  You  are  one  of  five? 

Mr.  Wilson.  Yes^  sir. 

The  Chairman.  How  many  bankers  are  in  the  voting  trust? 

Mr.  Wilson.  Four. 

The  Chairman.  You  and  the  bankers  then  are  the  entire  voting? 
trust? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  Consequently  you  and  the  bankers  have  all  cor- 
porate power  until  the  voting  trust  expires? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  When  did  it  begin :  at  the  time  you  went  into  the 
company? 

Mr.  Wilson.  No,  sir;  a  little  before  the  change  was  made,  prob- 
ably six  months  before  I  went  into  the  business. 

The  Chairman.  Are  these  investment  bankers  or  ordinary  bankers  f 
I  do  not  know  enough  about  them  to  tell  whether  they  are  ordinary 
bankers  or  what  are  termed  investment  bankers. 

Mr.  Wilson.  They  are:  the  (luaranty  Trust 

The  Chairman  (interposing).  The  Guaranty  Trust  Co.,  New  York, 
is  one? 

Mr.  Wilson.  Yes,  sir.     And  the  Chase  National. 

The  Chairman.  The  Chase  National  Bank  is  another? 

Mr.  Wilson.  Yes,  sir.  And  Hallgarten  &  Co.,  who  are  really  in- 
vestment bankers,  and  Solomon  &  Co.,  who  nre  also  investmpnt 
bankers.  And  in  an  indirect  way  Kuhn,  Loeb  &  Co.  As  a  matter 
of  fact,  they  are  now  substantially  out  of  it.  I  think  they  are  en- 
tirely out  of  it.    I  think  the  last  record  I  had  showed 

The  Chairman  (interposing).  They  are  not  on  the  board  of  votinjr 
trustees  ? 

Mr.  Wilson.  No,  sir. 

The  Chairman.  That  is  the  Chase  Natioanl  Bank  that  vou  refern^^l 
to,  was  it? 

Mr.  Wilson.  Ves,  sir.  WelK  the  oAvnership  is  in  the  Chase  Se- 
curities Co. 

The  C!hairman.  The  Chase  National  Bank  owns  the  Cliase  Se- 
curities Co.? 

Mr.  Wilson.  Yes,  sir;  I  think  so. 

The  Chairman.  I  suppose  it  is  like  the  National  City  Bank,  whidi 
owns  the  National  City  Co. 

Mr.  Wilson.  I  suppose  so. 

The  Chairman.  In  other  words,  the  investment  division  or  «li-- 
partmcnt  of  each  bank  operates  through  such  a  company? 

Mr.  Wilson.  I  suppose  so. 

The  Chairman.  It  seems  to  me  if  these  bankers  are  exercising  th'^ 
good  judgment,  they  make  a  good  deal  more  money  as  investor^  in 
industries  than  they  could  possibly  nuike  in  attending  to  a  strictly 
banking  business.  And  they  have  voted,  as  I  understand,  with  vimi 
in  all  corporate  matters  from  the  time  you  came  in  then*. 

Mr.  Wii>iON.  Yes,  sir. 

The  Chairman.  I  wanted  to  get  your  idea  of  the  situaticm. 

Mr.  AViLsoN.  Of  course,  they  control  in  that  way  the  voting  tni-- 
tees,  but  they  are  not  a  majority  of  the  board  of  dii'ectors  at  all. 

The  Chairman.  They  are  the  AOting  power  for  the  present  ? 

Mr.  Wilson.  Of  the  stock. 
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The  Chairman.  I  say  for  the  stock.  Stock  gives  the  power  to 
vote.  I  want  to  see  the  practical  side  of  this  matter,  and  it  looks  to 
me  as  if  bankers  can  mate  more  money  out  of  the  wrecks  and  ruins 
of  industry,  and  if  they  can  do  so,  then  they  would  have  a  greater 
interest  in  the  number  of  wrecks  thoy  can  tafee  care  of,  than  in  ordi- 
nary banking  business. 

Mr.  Wilson.  They  made  good  money  out  of  this,  it  is  true.  They 
were  not  interested  m  the  business  while  it  was  going  downhill,  how- 
ever. This  group  of  bankers  were  not  in  it  nmch  until  then.  They 
had  nothing  to  clo  with  the  issuance  of  the  old  debentures,  and  had 
nothing  to  do  with  the  financing  of  the  company.  They  ilid  assist 
finally  in  the  refinancing. 

The  Chairman.  As  I  understand  you,  the  company  now  in  its 
present  condition,  without  any  additional  capital  having  been  added 
to  it  since  the  Sulzberger  &  Bros.  Co.  handed  it  over,  this  common 
stock  is  really  worth  100  cents  on  the  dollar  measured  by  theinvest- 
ment  value. 

Mr.  Wilson.  It  is  worth  actually  more  than  100  cents  on  the  dollar. 

The  Chairman.  So  that  the  real  capitalization,  meaning  stocks  and 
bonds,  amounts  to  how  much  ? 

Mr.  Wilson.  Well,  there  is  $30,000,000  of  stock  and  $40,000,000  of 
bonds,  which  is  $70,000,000,  and  substantially  $20,000,000  of  sur- 
plus, which  is  a  total  of  $90,000,000  or  around  $95,000,000. 

The  Chairman.  I  mean  stocks  and  bonds  and  so  forth,  that  means 
$70,000,000. 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  $40,000,000  of  bonds  and  $30,000,000  of  stock. 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  And  you  mean  you  have  a  surplus  of  $20,000,000? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  You  have  an  investment  value  of  about  $100,000,000 
in  this  business. 

Mr.  WiiJ^ON.  A  little  less  than  that,  but  siibstantially  that. 

Tlie  Chairman.  But  the  company  has  not  received  anything  more 
than  ordinary  profits  that  go  with  the  business,  a  well  managed 
business,  since  vou  became  connected  with  it. 

Mr.  Wilson.  That  is  all.  Of  course,  you  understand  that  these 
values  of  the  property,  while  thev  have  not  been  changed,  they  have 
become  fixed  by  the  fact  that  it  is  now  a  going  and  prosperous  con- 
cern. At  the  time  that  they  were  asking  about  $5  for  the  stock,  the 
properties  were  all  there  but  as  a  dead  proposition,  and  the  plants  and 
all  that  would  not  have  been  worth  as  much  money,  naturally. 

The  Chairman.  Well.  I  had  drawn  the  idea,  and  I  will  be  frank 
about  it,  that  on  account  of  the  re])utation  you  had,  with  your  long 
experience  in  the  business,  that  these  bankers  regarded  that  you 
carried  a  promotion  value,  was  the  reason  why  they  would  give  you 
and  did  give  you  a  salary  of  $125,000  a  year  and  a  bonus  of  $1,500,000 
of  common  stock.  When  I  say  promotion,  I  do  not  mean  it  in  an 
illegal  sense  or  in  an  improper  way.  But  take  a  man  like  yourself, 
who  takes  a  run-down  concern  like  KSulzberger^  Sons  Co..  you  could 
bi'ing  to  it  and  add  to  it  a  value  which  was  perhaps  in  it  but  could 
not  be  realized  as  it  stood:  that  with  your  reputation  and  everything 
of  that  sort,  your  connection  with  it  was  beneficial  in  carrying  out 
the  general  plan  and  purpose  of  the  bankers  in  this  reorganization 
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scheme  and  operation  of  the  company.    I  thought  perhaps  that  had 
something  to  do  with  giving  you  the  $125,000  a  year  salary. 

Mr.  WiL«oN.  I  do  not  think  it  had  very  much,  because  at  that  time 
I  could  have  bought  all  their  stock  at  less  than  $10  a  share. 

The  Chairman.  Yes;  but  if  you  did  not  make  money  out  of  it 
you  would  not  have  received  the  $125,000  a  year  salary. 

Mr.  WiusoN.  That  would  indicate,  however,  that  they  were  not 
very  strong  on  carrving  tho  stock,  and  taking  the  chance  on  the 
promotion  feature  o^  it. 

The  CiiAiRMAX.  They  not  only  gave  you  $125,000  salary,  but  gave 
you  a  straight-out  present  of  $l,r)00,0()0  of  comnum  stock;  an<l  while 
at  that  time  there  was  no  profit  in  the  stock  that  they  gave  you  an  <»p- 
tion  on,  it  was  to  be  conceded  that  there  would  be  a  profit,  and  you  of 
course  were  one  means  of  the  company^s  success,  the  servic<>  voti 
miglit  give  for  the  $125,000,  together  with  the  interest  that  you  ha<l 
in  the  $1,500,000  of  common  stock,  might  be  a  further  stimulant,  antl 
with  the  addition  of  option  on  $3,500,000  of  conunon  stock.  So  it 
looked  to  me  as  if  you  were  the  chief  source  of  value  to  the  company 
at  the  time  you  went  into  it. 

Mr.  Wilson.  Well,  it  wa.sn't  their  doings  that  I  got  the  option  on 
the  $3,500,000  of  common  stock.    That  wasn't  their  suggestion. 

Tlie  Chairman.  I  understood  you  to  say  that  a  part  of  it  cam** 
from  them  and  a  part  of  it  from  others. 

Mr.  Wilson,  "^es:  and  I  insisted  upon  having  that.  It  wa>n't 
that  they  were  anxious  I  should  have  it  that  they  might  get  the^ 
Wnefits  you  are  speaking  of. 

The  Chairman.  That  was  your  end  of  the  bargain? 

Mr.  Wilson.  Yes,  sir.  And  most  probably,  as  I  told  vou  this 
morning,  because  they  paid  me  no  more  than  t  was  getting  m  salary 
to  take  hold  of  what  I  thought  then  was  a  pretty  nearly  biiste^i 
proposition,  that  they  offere<l  the  other  inducement."  As  I  told  you 
this  morning,  I  was  well  situated.  I  could  have  staye<l  on  in  *th*» 
work  with  the  other  concern  just  as  long  as  I  wanted  to  work,  and  I 
could  have  drawn  a  goo<l  substantial  salary,  such  as  I  was  drawing* 
or  probably  more. 

The  Chairman.  Well,  I  am  not  criticizing  you  for  accepting  it. 
por  what  you  are  doing,  but  am  looking  at  this  from  the  ^tandanl  of 
tho-e  who  were  interest e<l  in  the  property  that  was  tume<l  over  to 
you,  and  it  seems  to  me  if  they  did  not  acquire  your  assistance  or 
services,  or  tho^  of  some  other  man  who  could  furnish  the  sani«' 
personality  and  administrative  value  that  you  fumishetl,  that  tlu«\ 

1)robal)ly  would  have  lost  a  great  deal  more  than  they  then  >tnod  to 
ose  without  any  prospects  of  profits  whatever. 
Mr.  Wn.sox.  I  do  not  think  there  is  any  question  alx)Ut  that. 
The  (^iiAiRMAN.  Therefore  your  motive  and  object  in  capitalizine 
your  -4»r\ires.  or  the  promotion  or  speculation,  or  whatever  you 
\M\nt  to  »nll  it,  and  I  do  not  mean  that  in  an  improper  or  wrongful 
ni:ii.in'r  or  anything  of  that  kind,  but  it  is  the  same  thing  a«  omirs 
in  the  reoreanizaticm  of  other  propeilies:.!  do  not  mean  it  in  the 
>lighte^t  degree  as  a  criticism  of  yourself,  but  in  such  ciivumstano-- 
on*'  wonlil  naturally  a^^k,  why  dm^  Mr.  Ogden  Armour  receive  only 
$L*r>.Of»o  a  y«-nr,  and  he  Inis  Imhui  hmg  in  the  business,  and  his  is  one 
of  tli«»  chirf  rompanies  in  existence,  measured  by  capital  and  rcpiita- 
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tion ;  and  why  does  Mr.  Swift,  the  head  of  the  biggest  packing  busi- 
ness in  the  world,  receive  only  $50,000,  and  yon  should  be  given 
$125,000  salary  plus  $1,500,000  of  common  stock  as  a  present,  to- 
gether with  a  veiy  valuable  option  privilege  in  addition.  It  cer- 
tainly must  carry  some  idea  of  the  value  connected  with  yourself 
that  was  not  simply  the  value  attached  to  the  industry  itself.  In 
other  words,  there  was  a  financial  end  to  be  considered  that  stimu- 
lated and  caused  these  gentlemen  to  give  you  what  you  asked,  and 
you  asked  what  you  thought  you  ought  to  have  in  the  circumstances. 
You  took  some  chance  in  undertaking  to  manage  a  run-down  concern. 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  But  has  it  or  not  added  to  the  capital  value  of  the 
industrj^?  If  the  stock  was  worth  $5  or  less  a  share  then  and  is  now 
worth  over  $67  a  share?  It  is  paying  a  dividend,  I  suppose,  on  the 
common  stock. 

Mr.  Wilson.  No;  it  is  not. 

The  Chairman.  It  will  some  day,  naturally. 

Mr.  Wilson.  I  hope  so. 

The  Chairman.  Haven't  you  got  $20,000,000  of  surplus  now? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  Well,  you  can  pay  a  dividend  now  on  the  common 
stock. 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  You  have  no  other  use  for  it  and  you  could  dis- 
tribute it  in  that  wlay.  Now,  speaking  of  salaries,  we  have  to  look 
at  these  things  from  the  public  viewpomt  and  the  standpoint  of  pub- 
lic sentiment.  I  do  not  call  the  packing  industry  a  public  utility, 
like  a  railroad  company,  or  a  street  car  company,  or  a  gas  company, 
or  a  water  company,  or  something  of  that  sort.  There  is  no  power 
of  condemnation  given  to  you  gentlemen;  you  could  not  go  out  and 
condemn  a  piece  of  land  in  New  York  or  anything  of  that  kind. 
But  when  the  industry  becomes  so  large  as  to  affect  tlie  general  wel- 
fare of  hundreds  of  millions  of  people,  you  understand  that  the  pub- 
lic looks  critically  on  reorganization  schemes,  and  on  immense  sal- 
aries, as  they  appear  to  them. 

Mr.  WniSON.  I  would  like  to  say 

The  Chaibman  (interposing).  I  have  seen  more  of  that  in  the 
railroad  business,  because  I  have  never  known  much  about  the  pack- 
ing business.  There  will  be  a  chairman  of  the  board  of  directors  on 
an  immense  salary,  and  a  president  of  the  company,  on  an  immense 
salary,  and  they  have  this  officer  and  that  officer  that  does  not  seem 
essential  to  the  railroad  service.  On  the  other  hand,  I  recognize 
that  you  are  a  useful  and  practical  man,  for  you  know  all  about  the 
business  from  the  bottom  up.  But  it  seems  to  me  that  if  Sulzberger 
&  Sons  Co.  had  written  off  that  common  stock  and  retired  it  and 
reduced  jthe  capital  of  the  company  the  concern  would  not  have  been 
in  financial  straits.  Some  people  are  disj)osed  to  look  at  these  large 
salaries,  which  are  charged  up  to  operating  expenses,  as  a  way  of 
hiding  what  they  feel  are  excessive  profits. 

Mr.  Wilson.  Mr.  Chairman,  I  would  like  to  say 

The  Chairman  (interposing).  And  it  further  has  this  effect,  to 
some  extent  at  least,  that  those  who  perform  the  service  for  which 
they  receive  wages,  people  called  wage  earners  in  the  same  business. 
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when  thev  see  such  enormous  salaries  paid  to  some  people  receivinp 
them,  anci  it  being  a  private  corporation,  they  think  and  ask  them- 
selves,  why  can't  we  get  our  share?  It  is  just  as  essential  to  have 
our  services  in  order  to  produce 

Mr.  Wilson  (inteq^osmg).  May  J  break  in  right  there? 

The  Chairman.  Yes.  I  think  that  leads  to  labor  afptation  an<l 
labor  (lis<)uiet.  or  if  at  least  it  doesn't  primarily  lead  to  it.  it  doesn^ 
have  a  ten<lency  to  prevent  it.  You  may  say  what  you  want  U>  on 
that  now. 

Mr.  Hamilton.  Mr.  Chainnan,  was  that  u  question,  an  ob.servatiun. 
or  what? 

The  CiiAiuMAX.  It  was  n  statement  pix»ceding  a  (luestion. 

Mr.  Wilson.  I  want  to  sav  there,  Mr.  Chairman  and  gentlemen 
of  the  committee,  that  I  realize  fully  the  force  of  your  argument. 
I  am  operating  along  the  line  of  the  chairman's  thought,  to  thi> 
extent,  that  I  have  made  it  possible  for  the  employees  of  Wilson  A 
Co.  to  own  a  part  of  its  conunon  stock,  and  that  proposition  is  now 
in  of^ration.  The  employees  are  subscribing  for  a  lot  of  this  com- 
mon stock,  which  they  are  getting  on  the  basis  of — well,  the  market, 
but  it  was  a  little  under  the  niarket  at  the  time;  with  the  further  con- 
sideration that  at  the  end  of  two  ye^irs,  the  company  is  to  credit  them 
up,  that  is,  they  are  to  get  a  credit  of  $10  per  sliare  on  that  common 
stock,  making  it  cost  them  that  much  less  than  the  market.  That 
stock  in  their  hands,  when  it  is  finally  paid  up,  will  be  at  a  price 
of  less  than  r)0  cents  on  the  dollar,  probably  40  per  cent  of  it«  actual 
value.  And  in  a<ldition  to  their  having  that  privilege,  they  have 
the  further  privilege  of  paying  for  it  over  a  period  of  two  year?. 
That  is  not  an  increase  in  the  capital  stock:  it  is  stock  out  of  the 
$20,000,000  of  conmion  stock  that  they  are  getting. 

The  Chairman.  I  was  going  to  ask  you  how  do  they  get  if,  unle^^^ 
you  want  to  sell  it  to  them. 

Mr.  Wilson.  I  have  bought  it  and  made  it  possible  for  them  to 
have  it. 

The  Chairman.  Tlie  company  buys  it  in  and  sells  it  out  in  that 
way  to  its  employws. 

Sir.  Wilson.  Yes,  sir. 

The  (^11  airman.  I  suppose  the  company  doesn't  own  any  of  it> 
own  stock. 

Mr.  WiLst)x.  They  do  not,  but  I  bouglit  it. 

The  Chairman.  You  do  it  pei*sonally? 

Mr.  Wii>WN.  Yes,  sir. 

Tlie  (^iiAiRMAN.  Of  <-oui-se  you  do  it  for  the  company  and  nut  of 
the  assets  of  the  company. 

Mr.  WiLS4»x.  No,  1  do  not  do  it  out  of  the  assets  of  the  corap«n>. 

Tlie  (^HAHiMAN.  Do  you  do  it  out  of  your  own  personal  pockHf 

Mr.  Wilson.  No,  sir:  I  Iwrrowed  the  money  against  the  stock  to 
do  it  with. 

The  Chairman.  You  Iwnight  the  stock  and  paid  for  it  and  bor- 
rowed money  on  it  to  carry  it. 

Mr.  Wii^oN.  Ytv.  sir. 

Th«»  Chairman.  An<l  whenever  these  wage  earners  pay  for  ji, 
they  pay  off  that  debt. 

Xfr.  Wn.«oN.  Yes,  sir. 
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The  Chairman.  That  is  your  personal  operation  and  not  the 
company's.  , 

Mr.  WniSON.  No,  sir;  but  it  is  makiiig  it  possible  for  the  em- 
ployees of  Wilson  &  Co.  to  have  an  interest  in  the  company. 

The  Chairman.  That  is  very  generous  compared  to  what  some 
other  company  may  do  for  its  wage  earners.  But  all  of  the  wage 
earners  are  not  employed  by  Wilson  &  Co.,  and  there  are  millions 
of  them.  As  I  have  said,  1  have  seen  more  of  this  in  connection 
with  railroads  than  anywhere  else.  Many  officers  receive  very  large 
salaries,  and  many  of  them  receive  these  salaries  without  any  bene- 
fit to  anybody  except  to  the  i>ei*sons  who  receive  those  salaries. 
I  do  not  refer  to  you,  Mr.  Wilson,  of  coui'se.  This  has  a  tendency, 
1  think,  to  produce  strife,  and  I  think  will  have  a  greater  tendency 
after  this  war  than  ever  before.  Wars  have  to  be  fought  upon 
products  and  products  can  not  be,  brought  into  existence  without 
work.  They  can  not  create  by  miracles  something  that  did  not 
exist  before;  labor  itself  creates  it.  I  think  the  large  corporations, 
even  the  large  industrial  enterprises,  ought  to  quit  paymg  these 
enormous  salaries,  which  are  published  all  over  the  country,  and 
talked  about,  and  as  to  which  the  common  man  can  hardly  see  how 
it  can  be  done  except  through  a  miracle,  that  nothing  less  than  a 
miracle  could  enable  them  to  get  it.  Now,  as  to  these  vast  salaries 
that  are  paid,  and  I  am  speaking  more  particularly  about  railroads, 
I  would  very  much  regret  to  go  out  into  my  district  and  make  an 
argument  m  favor  of  such  salaries  and  say  that  Mr.  Schwab  or 
any  other  man,  who  did  not  have  the  power  to  produce  miracles, 
could  be  worth  $1,000,000  a  year  to  the  oteel  Trust  or  to  any  other 
company  in  the  world.  The  paying  of  these  enormous  salaries  has 
a  tendency  to  create  disturbance  among  laboring  people. 

Mr.  Hamilton.  Mr.  Chairman,  why  don't  you  give  the  witness 
an  opportunity  to  answer  your  questions? 

The  Chairman.  I  have  just  finished  now. 

Mr.  Hamilton.  It  seems  to  me  you  have  asked  several  questions 
in  one,  and  added  a  number  of  observations  to  it. 

Mr.  Wilson.  I  am  not  putting  myself  in  Mr.  Schw^ab's  class  and 
I  am  not  claiming  that  I  am  worth  to  my  company  what  Mr.  Swift 
is  to  his  company,  or  Mr.  Armour  is  to  his  conipan3\  I  started  in 
this  business  »30  years  ago,  at  about  $20  a  week.  The  first  morning 
I  went  into  the  stockyards,  I  went  in  there  not  knowing  a  man  in 
the  yards.  I  had  not  even  been  in  the  stockyards  before.  I  have 
worked  all  my  life  at  the  business,  and  with  Morris  &  Co.  I  was 
not  tf  participant  in  ownership  at  all.  All  of  my  experience  w^as 
(*onipensated  for  in  the  nature  of  salary.  Now,  in  that  respect,  I 
differ  a  great  deal,  of  courae,  from  Mr.  Armour  or  Mr.  Swift.  You 
will  appreciate  that  they  are  big  stockholders  and  were  big  stock- 
holders in  those  going  concerns  tnat  were  paving  regular  dividends, 
as  they  have  told  you.    That  has  not  been  the  case  with  me. 

Now,  let  us  get  up  to  the  point  where  these  people  came  to  me. 
They  had  a  very  much  crippled  proposition.  Of  course,  they  were  in 
it  and  they  were  endeavormg  to  recover  it  and  make  some  money  out 
of  it.  I  do  not  want  to  pretend  that  the  bankers  are  not  in  it  for  what 
they  might  make.  They  do  not  pick  up  a  proposition,  or  get  back  of 
a  proposition,  when*  they  think  they  are  not  going  to  make  some 
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money  out  of  it.  But  as  I  have  explained  to  you,  I  found  this  situ- 
ation and  took  tlie  chance  and  I  took  no  more  out  of  it,  and  I  have 
taken  no  more  out  of  this  company  than  I  was  getting  out  of  tl»e 
other  concern  who  had  the 'opportunity  to  measure  the  value  of  niv 
services  up  to  that  time.  And,  Mr.  (""hairman,  it  was  not  a  small 
chance  that  I  took  5  it  was  a  big  chance.  And  I  have  not  taken  any- 
thing in  the  operation  of  our  business  away  from  the  producer  or  the 
consumer.  The  economies  we  have  worked  out,  and  the  condition^* 
we  have  worked  out  in  that  business,  have  heljjed  both  the  producer 
and  the  consumer.  They  do  not  suffer  by  reason  of  the  fact  that  this 
crippled  coriwration  was  put  on  its  feet  and  put  in  a  place  where 
they  could  serve  them  to  advantage.  They  certainly  did  not  suffer 
by  that  at  all 

The  Chairman.  You  were  with  Morris  &  Co.,  I  believe. 

Mr.  WirsoN.  Yes,  sir. 

The  (^iiAiRMAN.  You  were  receiving  from  Morris  &  Co.  what  they 
thought  vou  were  worth? 

Mr.  AViuson.    I  presume  so. 

The  Chairman.  Vou  were  not  a  member  of  the  Morris  family? 

Mr.  Wilson.  Xo,  sir;  not  in  any  wav. 

The  Chairman.  I  believe  the  membei's  of  the  Morris  family  own 
that  company.  I  am  assuming  that  they  employed  you  and  paid  for 
your  services  ui>on  merit  only.  And,  of  course,  if  you  left  a  certain 
and  substantial  salary  of  that  sort,  you  would  have  to  have  some  pur- 
|>osc»  or  motive  besides  salary. 

Mr.  WiifloN.  Naturally. 

The  Chairman.  And  the  $1,.')()0,000  of  stock  and  the  option  on 
$3,500,000  of  stock  at  $10  a  share,  and  all  that  kind  of  thing  was  wh.nt 
n>ally  stimulated  you  in  doing  so.  But  T  regard  this,  ana  the  etfort- 
of  tlie  bankeis,  T  mean  the  efforts  you  made  from  the  standpoint  of 
the  bankei*s,  »is  l)eing  in  the  nature  of  promotion  expenses,  nut  the 
iibjection  I  think  to  nig  salaries  paid  by  corporations  is  that  hs  a  mat- 
ter of  cours4»  they  cut  down  the  net.  The  net  earnings  are  what 
|M'0()1e  judge  a  corporation  by,  as  to  what  the  corporation  is  getting. 
And  if  they  charge  up  hh  o|K*rating  expenses  more  than  what  is  no<*e— 
sarv  to  perforin  the  operation  itself,  m  a  wav  to  hide  the  earnings, 
ami  keep  them  from  the  public  view — and,  of  course,  I  do  not  ha>c 
any  more  application  to  you  than  to  anylx>dy  else,  but  I  think  tbr 
|K)licy  of  paying  large  salaries,  larger  than  is  received  by  the  Pn*-!- 
dent  of  the  t^'nited  States,  and  seven  or  eight  times  larger  than  an> 
meml)er  of  the  Cabinet  gets,  is  liable  lo  have  a  bad  effect  upon  wlut 
we  call  the  labor  ouestion, 

Mr.  AViLsoN.  I  think  that  nuiy  Ik*  all  true.  Rut  I  do  not  think  that 
is  true  in  this  case. 

The  Chairman.  That  may  not  be.  I  sav  this  is  a  matter  that  came 
to  my  mind  largely  from  the  railroad  situation,  where  men  get  a 

hundred  thousand  dollars  a  vear,  and  have  a  fine  car  to  ri<le  around 

* 

in,  while  the  tnick  walker  got  a  dollar  a  dav. 

Mr.  WiusoN.  1  have  had  no  private  car,  l)ut  have  had  to  work.  I 
tell  vou  that,  and  to  work  hard. 

Tlie  Chairman.  I  do  not  doubt  that.  I  have  heard  you  imist  fav- 
orably sjH)ken  of  and  in  a  most  complimentary'  .way. 

I  l)elieve  you  said  that  stockyard^  under  private  contnd  or  owner- 
ship would  lie  more  efficient  than  if  Government  owned. 
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Mr.  Wilson.  Yes,  I  made  that  statement. 

The  Chairman.  By  Government-owned,  you  do  not  mean  to  con- 
fine it  to  the  Federal  Government,  but  you  mean  publicly  owned. 

Mr.  Wilson.  No,  I  do  not  mean  that  at  all.  I  mean  either  State 
or  Federal  Government.  I  do  not  think  it  absolutelj^  necessary  that 
these  yards  should  belong  to  the  packers. 

The  Chairman.  Stockyards  is  what  I  am  talking  about. 

Mr.  Wilson.  Yes,  that  is  what  I  say. 

The  Chairman.  It  has  been  told  here,  and  I  have  no  doubt  it  is  ab- 
solutely true,  that  in  nearly  every  case  the  packers  have  been  sought 
to  take  stock  in  stockyards  by  the  local  people,  like  you  spoke  of  in 
Oklahoma  City. 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  It  is  perfectly  natural  for  them  to  do  that  because 
they  consider  it  a  benefit  to  them  to  do  it,  because  in  that  way  they 
build  up  a  market  there. 

Mr.  Wilson.  Yes,  sir ;  they  can  not  do  it  otherwise. 

The  Chairman.  And  it  increases  the  receipts  and  the  business 
<lone. 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  Now,  I  want  to  know  why  couldn't  the  State  of 
Oklahoma  have  bought  the  very  lands  that  you  did,  and  put  up 
stockyards,  and  operate  them,  not  as  a  railroad  proposition  but  as 
mtinicipal-owned  proposition,  if  they  wanted  to  benefit  the, State. 
Why  couldn't  they  have  done  that? 

Mr.  Wilson.  I  do  not  think  the  State  or  the  city  would  be  any 
more  capable  of  running  a  stockyards  than  I  would  he  of  running  a 
<rity.     And  I  think  I  would  make  an  awful  mess  of  running  a  city. 

The  Chairman.  I  do  not  know  about  that.  You  packers  have 
shown  such  ability  in  running  your  own  business,  maybe  you  might 
be  running  the  whole  country  before  long,  and  possibly  to  the  benefit 
of  the  country. 

Mr.  Wilson.  I  think  it  is  hardly  possibly  that  we  will  be  running 
the  country. 

The  Chairman.  The  city  could  own  real  estate. 

Mr.  Wilson.  Certainly,  but  the  interest  has  got  to  be  there. 

The  Chairman.  The  interest? 

Mr.  Wilson.  In  order  to  get  100  per  cent  efficiency,  you  have  got 
to  have  the  interest  of  the  people  who  know  the  business  and  can 
direct  it.  If  a  man  doesn't  know  the  business  he  can  not  intelli- 
gently direct  it. 

The  Chairman.  Of  course,  stock  yards  ought  to  be  operated  in 
order  to  give  best  results  from  the  standpoint  of  terminal  facilities 
as  well  as  marketing  features,  and  the  owners  of  stock  yards  make 
money  by  reason  ot  their  best  efforts  in  this  line.  Why  sliouldn't 
there  be  competition  in  the  agencies  the  State  might  secure?  Why 
couldn't  a  city  go  out  and  employ  men  and  pay  good  salaries?  Why 
is  it  absolutely  necessary  for  the  packing  company — and  I  know  why 
it  has  been  done — ^but  why  is  it  necessary  in  the  public  interest  for 
stock  yards  to  be  privately  owned,  either  by  the  packers  or  any 
other  private  agency,  why  necessarily  so  ? 

Mr.  Wilson.  Well,  I  do  not  think  you  can  afford  to  mix  politics 
with  business  of  that  kind.  I  do  not  believe  you  would  get  results 
if  you  did. 

99927— 19— PT  4 41         ' 
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The  Chairman.  If  they  leased  out  these  yards  for  a  period  of 
years  and  made  regulations  as  to  the  operation,  would  you  call  that 
politics? 

Mr.  Wilson.  Yes,  sir;  I  certainly  would,  because  that  would  W 
manned  with  politicians  and  the  individual  interest  in  it  would  be 
gone. 

Mr.  Hamilton.  Have  any  of  your  Tennessee  municipalities  ever 
undertaken  to  run  a  stock  yards  ? 

The  Chairman.  I  do  not  think  thev  have. 

Mr.  Wilson.  Now,  Mr.  Chairman,  let  me  tell  you 

The  Chairman  (interposing).  Well,  I  want  to  get  this  point 
straight :  You  are  more  competent  to  speak  on  it  than  I  am.  I  can 
not  see  why  so  far  as  the  terminal  service  of  stock  yards  is  conceme<i. 
why  that  could  not  be  just  as  well  rendered  bj  the  railroads,  as  they 
have  the  transportation  facilities,  as  by  private  corporations,  hi 
fact,  the  railroads  are  private  corporations — ^that  is,  privately 
owned — and  were  privately  operated  up  until  the  last  year.  I  <lo 
not  see  why  they  could  not  do  that  part  of  it. 

Mr.  Wilson. 'Well,  Mr.  Chairman 

The  Chairman  (interi>osing).  On  the  other  hand,  I  do  not  ^i* 
why  a  city  itself  could  not  have  municipal  stock  yards,  and  then  try 
to  get  buyers  to  come  there,  like  yourself  and  others.  I  can  not  --v 
why  it  is  absolutely  inimical  to  government  ownership. 

ilr.  WiL«<ON.  WVll,  Mr.  Chairman.  I  will  tell  you  a  little  inrid^-m 
that  oc  unHMl  last  night  that  goes  to  show  what  is  o|>erating  in  niy 
mind,  and  why  I  think  you  can  not  keep  politics  out  of  it,  and  «^>y 
it  can  not  be  rim  successfully  with  politics  in  it.  If  vou  take  persimiil 
intiMTst  out  of  it  it  is  going  to  suffer.  Sin- e  the  railroads  have  Uvr 
taken  over  by  tlie  (lovernment — and  mind  von,  I  am  not  findini! 
fault  with  the  Government  operation  of  railn)ads  nor  am  1  criti- 
cizing the  s(»rvic(» — but  I  have  hail  at  least  a  dozen,  bright,  capiiM*- 
fellows,  who  were  formerly  employed  by  railroads,  and  who  an»  M:.i 
employe<l  by  railroads  under  Government  sui)ervision,  who  ha\«* 
come  to  me  to  get  a  position,  wishing  to  make  a  rhange.  The  retisi>p 
given  by  every  one  is  that  ^)ersonalitv  is  gone  and  they  do  not  kn«»w 
who  their  bosst»s  are,  ami  sm<e  the  (lOvernment  is  running  the  nil- 
roads  there  is  no  recognition  of  individual  ability  such  as  there  nas 
prior  to  the  (lOvernment  taking  them,  and  that  they  would  rathfr 
Work  for  individuals.  I  ha<l  a  case  last  night  of  a  man,  who  U 
working  for  a  railroad,  and  who  has  been  down  here  on  some  Go\ 
eminent  work,  as  a  matter  of  fact  he  works  for  a  railroad,  I  think,  an 
ex-Senator  is  interested  in.  He  wants  to  get  out  of  the  railroad  busi- 
ness and  go  to  work  in  some  other  line.  He  is  receiving  tonU; 
$5,100  a  year,  but  i*?  willing  to  go  to  work  for  me  for  a  little  les? 
than  that  in  order  to  get  started.  Now,  Mr.  Chainnan,  that  is  what 
is  nmning  through  my  mind.  T  do  not  think  you  can  hold  an  organ*- 
zation  together  with  individual  owneiNhip  gone,  I  do  not  think  it 
p«issible.  I  am  not  criti<*izing  Government  operation  at  all,  but  I  d4> 
not  think  it  will  work  out. 

Tlie  Chairman.  That  is  temporary. 

Mr.  Wiu^oN.  Well,  these  men  do  not  know  whether  you  are  goir.^ 
to  turn  them  loose  next  month,  next  year,  or  at  the  ena  of  five  year* 

The  Chairman.  They  are  afraid  of  Congress. 
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Mr.  Wilson.  These  men  have  worked  alonji;  and  have  reached 
an  age  where  they  do  not  want  to  put  in  four  or  five  years  in  an  un- 
certain way,  but  want  to  know  what  they  are  doing.  I  am  not  alone 
in  that  position,  because  there  are  many  of  these  men  who  are  trying 
to  sell  their  services  in  order  to  get  out  of  that  situation,  trying  to 
connect  themselves  up  with  other  lines  of  industry. 

The  Chairman.  You  are  afjplying  that  to  municipal-owned  stock- 
yards as  a  parallel.  Let  us  say  in  all  candor  that  the  railroads  have 
been  taken  over  only  for  war  purposes,  and  it  is  not  permanent. 
They  are  taken  over  for  the  temporary  use  of  the  Government,  not 
to  exceed  the  term  of  the  war  and  21  months.  Consequently,  every- 
thing is  in  a  state  of  unrest,  uncertainty,  nobody  knows  what  is 
going  to  happen,  but  at  the  same  time  the  railroads  are  being 
operated  absolutely  by  the  verv  men  who  operated  them  before. 

Mr.  Wilson.  That  is  true,  but 

The  Chairman  (interposing).  And  the  law  says  very  plainly  that 
21  months  after  the  war  is  over  they  have  got  to  go  back  to  their 
owners  unless  Congress  changes  the  law.  It  is  not  fair  nor  just  to 
assume  that  the  operation  of  the  railroads  during  the  war,  when 
they  had  to  make  paramount  the  demands  of  the  Avar,  should  be 
compared  to  permanent  ownership  and  operation  in  time  of  peace, 
especially  as  to  mere  terminal  facilities  like  stockyards.  I  do  not 
see  how  such  a  comparison  would  impress  anybody. 

It  would  not  be  fair  and  just  to  hold  that  that  temporary  operation 
by  the  Government  as  a  war  measure  can  justly  determine  in  any  way 
the  peace  operation  of  the  same  utility. 

Mr.  Wilson.  I  think  you  are  quite  correct  in  that,  yet  here  is  a  case 
that  happened  last  night  of  a  man*  who  is  uncertain  as  to  the  future, 
not  imcertain  as  to  his  ability  to  go  on  and  hold  down  the  job,  but 
uncertain  as  to  his  future  in  that  job.  He  wants  an  opportunity  and, 
in  spite  of  this  investigation  of  the  packers  and  all  that,  he  is  \villing 
to  take  a  chance  at  less  money  and  go  to  work  for  them,  because  he 
feels  that  his  personality  may  still  be  recognized  there. 

Mr.  CoAor.  He  must  have  thought  that  this  bill  was  not  going  to 
pass. 

Mr.  Wilson.  It  may  be  that  the  fellow  doesn't  want  to  compete 
with  you  gentlemen  on  a  salary  basis,  wojrking  for  the  Government, 
but  would  rather  have  my  salary ;  I  don't  know. 

The  Chairman.  I  rather  think  the  same  motive  may  apply  to  the 
man  who  worked  for  the  rtiilroad  as  a  railroad  man  and  received  a 
larger  salary  when  working  for  a  private  corporation  than  he  is  re- 
ceiving from  the  Government. 

Mr.  Wilson.  That  doesn't  happen  to  be  the  case  with  this  man. 

The  Chairman.  That  case  may  not  be,  but,  of  course,  you  can  not 
judge  of  a  whole  great  industry  like  the  railroads.  You  can  not  judge 
them  by  the  motives  and  wishes  of  a  single  individual. 

Mr.  Wilson.  That  is  true.  But  I  have  had  several  applications  and 
have  employed  some  men  who  have  worked  for  railroads. 

The  Chairman.  I  am  not  undertaking  t-o  determine  that  stockyards 
should  be  managed  by  the  Government  or  bv  corporations  connected 
with  railroads.  But  I  can  not  understand  why  that  service  is  so 
technical.  It, is  different  in  connection,  with  the  operation  of  meat 
cars,  but  I  can  not  see  why  the  operation  of  stockyards  is  so  technical 
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that  ynu  have  to  have  professional  men  with  individual  initiative  to 
operate  them,  and  n  part  of  that  initiative,  of  course,  refers  to  melon 
rutting,  soft  snaps,  ami  things  of  that  kind.  I  do  not  see  why  the 
city  of  Chicago  shouldn't  own  its  own  stockyards,  or  the  city  of  6alti- 
more,  or  any  other  place,  and  operate  them  in  such  a  way  as  not  to 
have  people  making  these  charges,  or  at  least  not  to  have  any  groumls 
whatever  for  making  them. 

Mr.  Wilson.  As  a  general  proposition,  I  think  the  closer  you  gee 
the  ownership  to  the  management  in  any  proposition  the  better  it  is. 

The  CiiAiR3iAN\  When  you  speak  about  getting  your  people  inter- 
ested, I  think  the  Steel  Trust  acted  along  that  line  and  say  tliey  have 
never  had  a  strike.  Suppose  railroad  owners  and  operators  and 
wage  earners  shoidd  all  a^rec  about  everything,  they  could  ^mjk 
wapes  then  almost  without  limit,  if  you  could  put  it  into  oporaiint: 
<»xpenses,  and  then  demand  of  those  who  pay  for  the  sorvi<e«  of  niil- 
rosMls  to  pay  enough  to  cover  all  operating  expenses,  niaintenanre 
c*h:i!'<jres,  construe  t ion  piu*po<es,  and  so  forth,  and  in  additicm  rn*ttlo  .t 
cUvidend  fund  so  large  us  to  make  the  securities  of  the  railroad*^  nioiv 
attractive  than  other  securities  offering  to  the  public  in  the  market. 
That  seems  to  be  the  railroad  policy  now.  I  think  you  can  conibin** 
the  wage  earnc»rs  of  the  railroads,  who  have  vast  voting  power,  will, 
iiianagerial  ability,  tojrether  with  the  r(K)rpinixation  feature  of  it  thai 
gcH^s  with  invc*stment  bankers.  1  say,  if  tney  could  all  work  together, 
ycMi  could  give  the  wage  earners  a  certain  part  of  the  earnings  anti 
tlie  otiiers  a  <'ertain  part,  and  the}'  could  give  these  managers  any 
--alary  tliey  wished,  and  it  could  be  charged  up  as  operating  expenses, 
and  you  would  have  a  powerful  combination  against  the  public.  If 
vou  take  wage  earners  and  operators  into  your  company'  as  >t4M*k- 
Jiolders  of  course  you  at  once  secure  their  political  support.  You 
spoke  about  things  being  political,  and  I  do  not  know  how  you  c-.m 
get  <ompanic»s  one  of  politics  that  are  regidated  or  taxed  by  legishi- 
five  lK>dies.  I  think  railroads  are  in  politics  and  I  do  not  know  hn^^ 
vou  are  going  to  get  them  out  of  it,  because  ever>'  State  in  lh<^ 
tJnion  seems  to  want  to  get  a  greater  amount  of  its  taxes  from  the 
railroads;  so  I  ask  you  liow  can  they  stay  out  of  politics  if  pri- 
vately owned.  How  can  you  keep  them  out  of  politics  in  tliat 
r\ent*?  And  how  can  you  stay  out  of  politics  if  they  undertake  to 
tax  vou  l)ecause  you  are  in  the  packing  mdustry? 

ifr.  Wiu*50N.  ^V^len  T  say  politic-s,  Fmean  in  the  management  an<l 
operation. 

The  Chairman.  You  do  not  mean  voting  power? 

Mr.  WiijRox.  Not  at  all. 

Tlie  Chairman.  Railroads  have  decided,  as  I  see  it,  not  only  to  jn-t 
into  politics,  but  to  keep  in  it,  because  they  want  to  have  a  memKt-r 
of  tlie  Cabinet.  In  that  way  they  would  have  one  man  over  them 
niily  during  the  time  a  particular  partv  was  in  power. 

Mr.  Hamilton.  Mr.  Chairman,  do  t  understand  from  wlimt  ymi 
have  said  that  you  are  opposed  to  Government  retention  and  c*onirr>l 
of  railroads? 

The  Chaikmax.  I  have  not  indicated  anything  of  that  sort. 

Mr.  Hamilton.  I  thought  from  what  you  said  about  voting  pow^r 
of  fMiiployees  and  >o  forth  that  perhaps  you  were  not* in  favor  of  iL 

The  Chairman.  From  the  standpoint  of  private  ownership  of 
industries,  if  you  could  charge  them  up  witn  operating  expea*«5 
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amounting  to  whatever  you  saw  fit  along  this  line,  you  can  see  what 
it  would  amount  to,  Mr.  Wilson. 

Mr.  Montague.  Let  me  interpose  there.  I  think  Mr.  Hamilton  did 
the  chairman  an  injustice.  Judge  Sims  was  comparing  railroads 
with  other  private  enterprises  and  said  you  could  condemn  property 
of  railroads,  but  could  not  condemn  this  other  property,  bee  ause  this 
bill  does  not  so  provide. 

The  Chairman.  If  you  can  condenm  private  property,  that  might 
be  taken  over, 

Mr.  Montague.  You  can  acquire  property  b}-  condemnation  or 
purchase. 

The  Chairman.  This  refers  to  stockyards. 

Mr.  Montague.  To  stockyards,  serum  plants,  lands  on  which  to 
establish  plants,  and  so  on.  If  you  can  do  all  of  the  greater  things, 
I  do  not  see  why  you  can  not  do  the  other  and  lesser  things,  I  am  not 
saying  now  whether  it  is  good  or  bad,  however. 

Mr.  Hamilton*  One  would  infer  then  that  the  chairman  is  in 
favor  of  this  bill. 

Mr.  Montague.  He  is  the  author- 
Mr.  CoADY.  As  I  understand,  the  Chairman's  view  is  the  packing 
company  has  not  the  right  of  condemnation,  but  he  does  not  mean 
that  the  Government  could  not  condemn  the  packing  industry. 

Mr.  Montague.  I  wish  to  know  how  imder  the  law  3'ou  can  con- 
demn any  property  except  for  public  purposes.  Of  course,  the 
Constitution  is  a  last  year's  bird  nest  at  present,  but  I  mean  when 
it  is  in  effect. 

The  Chairman.  All  countries  reserve  the  right  to  change  their 
Constitution  when  they  see  fit. 

Mr.  Montague.  Certainly,  by  amendment  regularly  adopted. 

The  Chairman.  Mr.  Wilson,  perhaps  all  my  questions  have  not 
been  directly  pertinent  to  this  particular  line  on  which  you  are  an 
expert. 

Mr.  Wilson.  I  certainly  take  no  exception  to  that. 

The  Chairman.  But  I  thought  it  would  be  just  as  well  to  take 
on  some  of  these  larger  matters  and  discuss  them  with  a  gentleman 
who  I  thought  was  capable  of  giving  information. 

Mr.  Wilson.  I  appreciate  the  compliment. 

The  Chairman.  Now,  Mr.  Esch,  ^ou  may  go  ahead.  Mr.  Esch 
is  the  senior  member  of  this  committee,  ha'vdng  been  on  it  longer 
than  any  other  member. 

Mr.  Esch.  And  I  know  very  little  about  it. 

Now,  Mr.  Wilson,  in  the  letter  or  reply  of  Swift  &  Coinpany  to 
questions  submitted  July  23,  1918,  by  the  Federal  Trade  Commis- 
sion, Mr.  Swift  makes  this  suggestion: 

It  might  even  be  possible  for  the  Federal  Trade  Commission  and  the 
Bureau  of  Markets,  United  States  Department  of  Agriculture,  In  cooperation 
with  the  live  stock  exchanges,  commission  men.  and  jobbers,  to  inaugurate  a 
system  which  would  have  the  effect  of  controlling  live  stock  shipments  so  as 
to  make  receipts  at  the  principal  markets  more  \miform  and  more  in  aci»ord 
with   market   requirements. 

How,  what  is  your  opinion  on  that  ? 

Mr.  Wilson.  I  think  that  is  possible.  I  do  not  know  whether  that 
would  be  possible  through  the  operations  of  the  Federal  Trade  Com- 
mission, but  I  think  it  is  possible  by  cooperation  between  the  pro- 
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dncers  and  <he  packers  and  the  Department  of  Agriculture,  to  work 
out  a  good  deal  of  help  to  the  situation  in  that  way.  That  i>  already 
demonstrated  1)V  the  fact  that  it  is  l>eing  done  to-da^\ 

Mr.  Esrii.  That  is,  under  Federal  control  equalizing  the  flow  to  the 
primary  markets. 

Mr.  ^ViLsoN.  Yes,  sir. 

Mr.  E}<<ii.  What  effect  does  that  equalizing  of  the  flow  have? 

Mr.  Wilson.  Under  the  hog  situatiim,  it  is  the  only  thing  that 
nuide  possible  the  carrying  out  of  the  price.  I  woiddn't  say  the  only 
thing,  hut  a  stnmg  factor  in  it. 

Mr.  Escii.  Dot»s  this  equalizing  the  flow  of  stock  to  primary 
markets  add  to  the  burden  of  the  common  carriers? 

Mr.  Wilson.  Xo.  I  think  not. 

Mr.  Esrii.  How  can  vou  equalize  the  flow  unless  you  have  stock 
trains  running  practically  every  day? 

Mr.  Wiusox.  Well,  I  think  it  is  possible  to  work  that  out  through 
what  we  call  the  zone  system,  plus  this  market  system  that  is  now  in 
operation. 

Mr.  P^scii.  Do  you  think  that  practicable  and  desirable  in  peace 
times  or  normal  times? 

Mr.  Wilson.  Well,  I  do  not  know  that  it  would  l>e  necessary  in 
normal  times.    There  might  come  times  when  it  might  be  helpful. 

Mr.  Esc'ii.  As  a  matter  of  fact,  before  the  Federal  control  equalized 
the  flow,  the  railroads  had  shipping  days  for  stock,  did  they  not! 

Afr.  Wii>*ON.  I  think  that  was  true  of  some  of  the  railroads,  and 
others  I  think  shipped  every  day. 

Mr.  Escii.  When  they  shipped  every  day  they  had  to  have  fast 
trains  to  make  these  shipments. 

Mr.  Wilson.  I  think  they  had  what  they  called  fast  frei^t  or 
stock  trains. 

Mr.  Escii.  In  some  sections  of  the  northwest  they  utilize  Sundays 
in  order  to  take  stocks  to  Chicago  and  other  markets,  so  as  to  avoid 
conflict  with  other  business.  Wouldn't  you  have  to  do  something  of 
that  kind  everj'  day  in  the  week  to  equalize  the  flow? 

Mr.  Wii^HON.  I  don't  think  so. 

Mr.  Esrii.  Do  you  think  the  railroads  could  adjust  themselves  to 
that  demiind? 

>Ir.  Wii-soN.  I  think  so. 

Mr.  Esrii.  You  think  that  would  be  of  benefit  to  the  stock  nurkeCsf 

Mr.  Wii>v>N.  During  any  abnormal  conditions,  yes. 

Mr.  Ksc'H.  Stock  hauling  is  seasonal,  isnH  it,  in  many  respects* 
especially  for  cattle? 

Nfr.  Wii^oN.  For  cattle,  and  hogs  too,  it  is  seasonal. 

Mr.  Escii.  You  think  it  is  not  desirable  to  have  Mondays  and  Wed- 
nc^lays  the  large  days  of  the  week. 

Mr.  Wii>nN.  T  think  it  would  be  l»etter  if  it  were  spread  out  over 
lh«'  week. 

Mr.  K^cii.  By  spn»jiding  it  out  over  the  week,  it  would  mean  a 
uu'Vr  unif*  nil  price  to  lie  paid  to  the  pnMlucer. 

Mr.  Wii.MiN.  T  think  verv  likelv. 

Mr.  l*NrM.  In  the  end  would  that  average  the  protlucer  a  greater 
ntiiiii  th:Mi  if  the  stork  went  in  a<  befon*  Federal  control? 

Mr.  Wii.vnx.  It  Wduld  be  inon»  equitable.  Some  fellov  who  i* 
not  on  the  market  on  Mon<lay  but  i>  there  on  Tue.-day  inigtit  find  a 
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lower  market,  we  will  say,  on  Tuesday,  and  he  has  a  c(^mplaint.  If 
it  is  more  uniform  it  would  be  more  equitable  and  more  satisafctory 
all  around. 

Mr.  Escii.  You  think  that  complaint  would  be  obviated  if  the  sup- 
ply were  more  regular!? 

TVIr.  Wilson,  les,  sir;  to  some  extent  at  least. 

Mr.  EscH.  I  think  you  said  that  the  small  packers  had  increased 
their  slaughter  of  hogs  since  1910. 

Mr.,  Wilson.  I  said  the  small  packers. in  Chicago.  I  gave  the 
figures. 

Mr.  EscH.  Would  that  be  true  of  other  markets? 

Mr.  Wilson.  I  think  it  is;  yes,  sir. 

Mr.  Escn.  Has  the  small  packer  been  increasing  his  slaughter  of 
hogs  rather  than  increasing  his  slaughter  of  cattle,  or  have  both 
increased? 

Mr.  Wilson.  Well,  I  think  the  packer  who  slaughtered  cattle  in 
1912  has  increased,  but  of  course — — 

Mr.  EscH  (interposing).  But  not  in  the  same  proportion  as  the 
slaughter  of  hogs. 

Mr.  Wilson.  I  wouldn't  sav  that.  I  do  not  know.  I  think  it  is 
very  probably  in  proportion  to  the  receipts,  or  I  do  not  know  thp-t  he 
has  gained  any  particularly. 

Mr.  EscH.  Well,  is  it  a  fact  that  hog  slaughtering  appeals  to  a 
larger  number  of  men  of  medium  capital  more  than  cattle  slaughter- 
ing, owing  to  the  fact  that  a  smaller  investment  is  necessary  for  hog 
slaughtering? 

]Vlr.  Wilson.  I  think  because  of  the  fact  that  the  chances  of  mak- 
ing money  are  a  little  better. 

Mr.  EscH.  Are  better  in  the  hog  market? 

Mr.  Wilson.  I  think  so. 

Mr.  EscH.  How  about  utilization  of  by-products? 

Mr.  Wilson.  On  the  part  of  the  small  packer? 

Mr.  EscH.  Yes. 

Mr.  Wilson.  He  can  utilize  them  in  a  small  way  to  pretty  good 
advantage. 

Mr.  EscH.  He  wouldn't  have  to  utilize  the  by-products  of  hogs  as 
the  by-products  are  comparatively  few. 

Mr.  Wilson.  They  are  not  as  many. 

Mr.  EscH.  So  an  ordinary  and  small  plant  could  utilize  the  by- 
products of  hogs  where  it  would  not  be  able  to  have  the  equipment 
necessary  to  utilize  the  by-products  of  cattle.  Would  that  be  the 
reason  why  ne  wouldn't  go  into  cattle-slaughtering  business? 

Mr.  Wilson.  I  wouldn't  think  so.  He  can  dispose  of  the  by-prod- 
ucts of  cattle  if  he  is  in  the  vicinity  of  any  of  the  larger  packers. 
There  is  always  a  pretty  good  market  for  the  by-products  for  hogs  or 
cattle.  Of  course,  the  small  packer  usually  does  not  go  to  the  extent 
in  the  utilization  of  by-products  that  the  bi^  packer  goes. 

Mr.  EscH.  If  they  do  not  go  to  the  utilization  of  by-proilucts, 
they  lessen  their  profits,  don't  they? 

Mr.  Wilson.  To  some  extent.  Sometimes  they  do  fully  as  well  or 
better. 

Mr.  EscH.  If  they  lessen  their  profits  because  they  can  not  utilize 
the  by-products,  it  intensifies  the  competition  between  them  and  the 
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larger  packers,  and  that  puts  a  handicap  on  the  smaller  packer, 
doesn't  it? 

Mr.  Wilson.  That  is  true  if  they  do  not  do  as  well  in  the  utiliza- 
tion of  by-products.  But  I  think  they  average  pretty  nearly  as  welL 
If  you  take,  for  instance,  on  the  fertilizer,  on  their  tankage,  the 
small  packer  will  turn  it  over  and  get  his  money  out  of  it  quicker, 
and  probably  is  as  well  off  as  the  larger  packer,  who  has  to  ship  it  to 
his  ^rtilizer  plant,  and  carry  it  there  nve  or  six  months  until  the 
season  comes  around,  and  then  extend  a  credit  of  four  or  five  months 
to  the  fellow  who  buys  it.  I  don't  think  in  the  sum  of  his  cost  he  has 
any  advantage  over  the  small  packer.  I  think  that  has  been  demon- 
strated with  the  small  packer,  that  with  his  turnover  he  is  making 
more  money  than  the  larpe  packer. 

Mr.  Escii.  You  said  this  morning  that  you  shipped  hogs  from 
Kansas  City  and  also  from  Tennessee  points  to  your  packing  plant  in 
Oklahoma  City. 

Mr.  Wilson.  We  have  done  that  recently,  but  that  is  not  the  usual 
custom. 

Mr.  Escii.  That  is  what  I  was  going  to  ask.  That  is  not  a  usual 
transaction. 

Mr.  Wilson.  Oh,  no.    It  is  ^ing  against  the  stream. 

Mr.  Escii.  Well,  you  did  it  m  order  to  employ  your  packing  hou<« 
at  Oklahoma  City  ? 

Mr.  Wilson.  'I'hc  principal  reason  was  to  carry  out  this  stabiliza- 
tion plan  that  the  (lovermnent  was  asking  us  to  support,  and  which 
we  did  suppoil,  and  were  glad  to  support,  and  which  we  think  vitaL 
The  Government  had  gone  on  record  to  the  pitxlucers  that  thev  should 
have  17}  cents  for  their  pigs  farrowed  last  Spring,  and  in  order  to  do 
that  we  have  done  extreme  things,  in  order  to  make  it  ponsihle  t«» 
carry  that  out. 

Afr.  EscH.  You  never  did  that  before  you  wei*e  under  food  control  \ 

Mr.  Wilson.  Oh,  the  occasion  would  be  extremely  rare.  We  never 
shipped  from  places  like  Nashville,  Tenn.  I  think  you  might  find 
cases  when,  for  one  reason  or  another,  we  might  ship  from  Kansas 
City  to  Oklahoma,  but  it  would  be  verj'  rare. 

Air.  Escii.  Did  any  other  packers  cio  the  same  thing  ( 

Mr.  Wii>ox.  Other  packci-s  have  done  that  during  tliis  emergenc}. 
Armour  &  Co.,  I  know,  has  shipped  hogs  from  eastern  points  t4>  Fort 
Worth. 

Mr.  Es(  II.  If  the  Government  owned  the  stockyards,  and  had  the 
refrigerator  cars,  would  the  (lovernment  see  to  it  that  no  packing 
plant  wns  without  its  supply,  no  matter  where  located? 

Mr.  Wilson.  Well,  I  don't  know.  That  is  a  pretty  difficult  prolderu 
I  think,  if  they  attempted  to  rim  the  business  on  that  basis. 

Mr.  (\)Ai)Y.  I  did  not  catch  that. 

Mr.  Ks<  II.  Mr.  Wil>on  has  stated  that  they  shipped  hoiss  from 
Kaii^nsCity  and  TeniH»ss4'0  points  to  their  packing  hoiuse  in  Oklahimi;! 
Citv,  because  of  the  dron<rht  an<l  shortage  of  hogs  locally.  I  am 
asking  tin*  tjuestion  whether  if  the  Ooverninent  owned  the  stockyanK 
and  the  refrigerator  cai>.  it  would  see  to  it  that  all  the  packing 
h«»UM'.s  throii«.'liont  tlie  I'liitetl  States  >\oiiM  be  siipplietl  with  ho;:-, 
or  ^^lintexer  uas  needed  to  keep  them  running. 

.Mr.  Wii>4)N.  I  do  nc»t  think  it  \>oul«l.  If  it  did,  I  think  it  would 
MH)n  go  broke  (m  the  propo>ition.    Or,  I  ought  not  to  say  the  (f<n'rm 
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.nient  would  go  broke,  but  it  would  prove  a  very  expensive  proposi- 
tion. 

Mr.  EscH.  You  would  have  to  keep  in  }'our  mind  always  the  freight 
rates  which  would  be  charged  against  the  product,  and  that  would  be 
a  limitation  in  itself  ? 

Mr.  Wilson.  Yes,  sir. 

Mr.  EscH.  But  I  did  not  know  whether  there  was  anything  in  the 
proposition  that  the  Government  might  equalize  industry  and  thus 
Keep  all  the  plants  operating  through  the  season. 

Mr.  Wu-soN.  I  do  not  believe  they  would  go  beyond  natural  eco- 
nomic lines  in  handling  commodities.  I  do  not  think  they  would  go 
against  the  stream  in  order  to  do  it.  I  do  not  think  it  would  be  good 
jud^ent  to  do  that. 

l^ke  Oklahoma :  We  haven't  had  hogs  out  there  enough  to  keep  us 
going.  I  do  not  believe  it  would  be  ^ood  judgment  to  ship  hogs  back 
there  in  order  to  keep  that  plant  going  under  normal  conditions.  I 
do  not  think  it  would  oe  good  judgment  on  the  part  of  the  Government 
to  undertake  to  do  it. 

Mr.  EscH.  You  know  about  Director  General  McAdoo's  ordering 
a  hundred  thousand  cars  last  year. 

Mr.  Wilson.*  For  the  building  of  a  hundred  thousand  carst 

Mr.  EscH.  Yes. 

Mr.  Wilson.  .1  have  heard  of  it. 

Mr.  EscH.  I  have  asked  other  witnesses  whether  any  portion  of 
those  100,000  cars  would  be  refrigerator  cars,  in  view  of  the  vast 
shortage  of  refrigerator  cars  owned  by  packers  and  others. 

Mr.  Wilson.  My  opinion  is  that  it  does  not  include  any  refrigerator 
cars.  I  may  not  be  correct  on  that,  and  would  not  like  to  say 
positively. 

Mr.  EscH.  In  view  of  the  tremendous  strain  put  upon  all  refrig- 
erator cars  within  the  last  year  for  war  purposes,  and  the  shortage  in 
cars  on  the  part  of  packers  and  others,  ao  you  understand  the  Direc* 
tor  General  ordered  no  refrigerator'  cars  to  be  built  as  a  part  of 
100,000  cars  to  be  added  to  the  supply? 

Mr.  Wilson.  That  is  my  understanding,  but  I  have  not  direcrt 
authority  on  that. 

The  Chairman.  One  of  the  packers  who  appeared  here,  and  I 
think  one  of  the  larger  ones,  said  he  understood  that  a  portion  of 
them  was  to  be  refrigerator  cars,  but  that  of  those  delivered  he  did 
not  think  any  wei'e. 

Mr.  EscH.  I  would  like  to  get  Mr.  Wilson's  idea  about  that. 

Mr.  Wilson.  Tlie  last  report  I  had  on  that  was,  I  asked  my  trans- 
portation man  to  look  the  question  up  and  report  to  me.  I  think  that 
was  about  a  month  ago.  He  said  up  to  that  time  nothing  had  been 
done  toward  ordering  any  refrigerator  cars. 

Mr.  EscH.  And  up  to  January  1,  there  had  been  only  14,000  of 
the  100,000  delivered. 

Mr.  Wilson.  All  told. 

Mr.  EscH.  Of  coui-st  they  cost  probably  $3,000  apiece  now,  don't 
they? 

Mr.  Wilson.  Yes,  sir;  about  that. 

Mr.  EscH.  That  is  about  three  times  the  normal  cost. 

Mr.  Wilson.  Yes,  sir;  just  about  that. 
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Mr.  EsCh.  That  may  be  one  reason  why  they  were  not  ordefeil 
to  be  constructed. 

Mr.  Wilson.  We  have  had  to  go  on  and  buy  them  and  pay  on  that 
basis.  I  know  we  paid  a  little  over  $2,800  for  some.  There  was  no 
choice  in  the  matter  with  us,  we  just  had  to  have  them,  and  that 
was  all. 

Mr.  EsGH.  That  is  all  I  care  to  ask. 

The  Chairman.  Mr.  Montague,  do  you  wish  to  ask  any  questions? 

Mr.  Montague.  I  would  like  to  ask  one  or  two. 

Mr.  Wilson,  referring  to  the  very  interesting  question  asked  you 
by  Mr.  Esch,  in  relation  to  the  stock  yards  as  instrumentalities  for 
the  equalization  of  delivery  and  slaughter  of  live  stock,  do  I  under- 
stand that  a  stock  yard  is  only  a  market  stall,  a  place  where  the  pur- 
chaser buys  his  cattle  and  where  the  buyer  and  seller  meet? 

Mr.  Wilson.  Well,  it  of  course  extends  a  great  deal  further  than 
that.  It  is  a  trading  place.  As  somebody  has  put  it  here,  I  noticed 
from  the  testimony,  it  is  a  hotel  for  cattle. 

Mr.  Montague.  How  can  a  hotel  command  guests  to  come  to  it  ? 
How  can  it  compel  guests  to  come  there  and  stop?  Suppose  the 
hotel  were  owned  by  the  Government,  how  could  it  make  guests  come 
there  if  they  didn't  want  to  come? 

Mr.  Wilson.  I  do  not  think  it  possible. 

Mr.  CoADY.  It  might  conscript  them. 

Mr.  Wilson.  I  wouldn't  like  to  have  the  job  to  force  producers 
to  ship  to  a  market  they  did  not  want  to  go  to. 

Mr.  Montague.  If  the  guests  were  willing  to  go,  then  you  would 
have  to  control  transportation  likewise — that  equalization  of  delivery 
would  have  to  be  controlled? 

Mr.  Wilson.  Yes,  sir. 

Mr.  Montague.  So  the  mere  ownership  of  a  stockyards  alone 
would  not  ^ve  you  this  equalization,  unless  you  likewise  owned  the 
transportation  facilities  and  then  had  some  control  over  the  pro- 
ducer, could  it? 

Mr.  Wilson.  They  would  all  have  to  be  linked  up  together.  I 
would  think. 

Mr.  Montague.  Have  you  any  holdings,  any  plants  or  activities  of 
your  concern  in  foreign  countries? 

Illr.  Wilson.  Yes,  sir. 

Mr.  Montague.  Where? 

Mr.  Wilson.  We  have  one  plant  in  Buenos  Aires,  Argentina,  and 
one  plant  in  Sao  Paulo,  Brazil,  and  one  plant  at  Santa  Anna*  in 
Brazil,  and  that  is  in  the  Rio  Grande  country. 

Mr.  Montague.  Have  you  any  ranches  and  do  you  feed  any  cattle  f 

Mr.  Wilson.  No;  we  do  not  do  it  to  any  extent.  We  do  occasion* 
ally  feed  cattle — a  few  of  them — on  the  Pacific  coast,  but  it  doesii*t 
amount  to  anything  particularly. 

Mr.  Monta«i:e.  Your  hoard  of  directors  consists  of  how  many  ? 

Mr.  Wn.sox.  Well,  it  is  either  12  or  13. 

Mr.  Montague.  Well,  that  is  approximate:  that  is  all  I  wnnt. 
They  ai'e  elected  by  trustees  under  a  voting  trust,  I  understand  i 

Mr.  Wilson.  Yes,  sir. 

Mr.  Monta(;x'E.  In  other  words,  the  voting  trustees  hold  in  e5cn>w, 
so  to  speak,  the  stock? 

Mr.  Wilson.  Yes. 
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Mr.  Montague.  And  name  the  directors? 

Mr.  Wilson.  Yes.     . 

Mr.  Montague.  For  how  h)ng  is  that  instrument  creating  the 
votrng  trust  operative? 

Mr.  Wilson.  It  has  got  about  a  year  to  run. 

Mr.  Montague:  How  long  has  it  been  running? 

Mr.  Wilson.  Four  years. 

Mr.  Montague.  So  that  five  or  six  years  would  cover  the  duration 
of  the  voting  trust  power? 

Mr.  Wilson.  It  was  for  a  five-year  period. 

Mr.  Montague.  Y/ou  said  the  total  of  your  conmion  stock  was  how 
much  ? 

Mr.  Wilson.  $20,000,000,  Mr.  Montague. 

Mr.  Montague.  Roughly,  how  many  stockholders  have  you? 

Mr.  Wilson.  Roughly,  we  have  about  5,000. 

Mr.  Montague.  Mr.  Chairman,  I  do  not  think  there  are  any  other 
questions  I  will  ask  now,  but  I  would  like  the  privilege  of  asking 
questions  later. 

The  Chairman*  Mr.  Hamilton? 

Mr.  Hamilton.  I  have  only  one  of  two  questions 

Mr.  Montague  (interposing).  Mr.  Hamilton,  I  have  one  other 
question  I  would  like  to  ask  before  you  begin  to  question  Mr.  Wilson. 

Mr.  Hamilton.  All  right;  go  ahead. 

Mr.  Montague.  Mr.  Wilson,  have  you  any  suggestions  to  make 
with  respect  to  any  new -legislation  regulatory  of.  the  packing  busi- 
ness? 

Mr.  WiiJSON.  Gov.  Montague,  I  would  not  recommend  any  new 
legislation.  I  think  there  is  plenty  now  on  the  books.  We  have 
plenty  of  law  to  handle  this  big  proposition;  we  have  plenty  of 
regulations,  as  far  as  that  goes,  and  plenty  of  law  to  properly  regu- 
late this  big  business.  We  have  the  Sherman  Act;  we  have  the 
Clayton  Actj  we  have  the  Federal  Trade  Commission;  we  have  the 
Department  of  Agriculture  and  the  Bureau  of  Markets ;  we  have  the 
Bureau  of  Animal  Industry;  we  have  the  pure  food  and  drugs  act; 
and  I  think  we  have  plenty  of  legislation  to  successfully  handle  this 
business. 

Mr.  Montaglt:.  Dovou  understand  that  the  Sherman  Antitrust 
Act  would  be  applicable  to  a  combination  or  an  agreement  between 
five  or  more  packers? 

Mr.  Wilson.  Applicable? 

Mr.  Montague.  Yes. 

Mr.  Wilson.  Certainly,  if  it  was  in  violation  of  that  act. 

•Mr.  Montague.  Has  any  step  been  taken  declaring  that  the  five 
big  packers  were  in  combination  and  to  dissolve  them  under  that  law? 

Mr.  Wilson.  There  has  not  been  any  such  declaration  that  I  know 
anything  about. 

Mr.  Montague.  I  mean  in  the  courts. 

Mr.  Wilson.  No;  there  is  no  combination  in  the  first  place. 

Mr,  Montague.  T  am  not  speaking  of  whether  there  is  or  not;  I 
am  just  speaking  of  whether  any  steps  have  been  taken  to  show  that 
you  are  a  combination,  and  then  to  unscramble  the  eggs,  so  to  speak? 

Mr.  Wilson.  No,  sir.  And  I  take  exception  to  Wilson  &  Co.  being 
classified  in  the  "Big  Five."  You  w^ould  have  just  as  much  right  to 
classify  us  in  the  Big  Two,  or  the  Big  Three,  or  the  Big  Four,  or 
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Seven,  or  Ei^ht,  or  Nine.  There  are  other  big  concerns  that  step 
ri^ht  in,  in  their  order,  and  you  are  just  as  much  entitled  to  call  it 
the  "  Big  Eight "  or  the  "  Big  Nine  '^  as  to  call  it  the  "  Big  Five,^ 
They  just  simply  call  it  that  to  fit  the  condition  they  want  to  cover 

Mr.  Montague.  We  have  imderstood  that  the  five  big  packetr< 
were  Swift,  Armour,  and  Morris,  in  order,  and  yourself,  and  then 
Cudahy — I  do  not  know  whether  I  pronounced  the  name  correctly. 

Mr.  Wilson.  "  Cudahy  " ;  that  is  correct, 

Mr.  Montague.  Were  your  sales  last  year  larger  than  Cudahy*s. 
or  smaller? 

Mr.  Wii^oN.  I  do  not  know  what  his  sales  were. 

Mr.  Montague.  You  gave  your  sales  as  what! 

Mr.  Wilson.  A  little  under  $400,000,000.  Now,  there  are  immense 
concerns  outside  of  those  five. 

Mr,  Montague.  What  other  large  packers  are  there ! 

Mr.  Wilson.  The  Jacob  Dold  concern,  which  is  a  big  ooncem; 
then  there  is  the  Kingan  Co.  of  Indianapolis-^ 

Mr.  Montague  (interposing).  Yes;  which  is  the  larger,  the  Jacob 
Dold  Co.  or  the  Kingan  Co.  t 

Mr.  WiiiSON.  I  do  not  know ;  they  are  both  large  concerns.  And 
there  are  others — •!.  Morrell  &  Co.,  a  very  large  concern;  and  the 
Cleveland  Provision  Co.,  a  bijr  concern.  Then  there  is  Cudahy  Bros.^ 
Milwaukee;  you  can  keep  going  on.  I  have  a  list  of  the  (fifferent 
packing  companies  licensed  and  operating  under  the  Bureau  of  Ani- 
mal Industry,  and  there  are  some  300  of  them. 

Mr.  Montague.  Do  they  have  to  be  of  a  certain  size  in  order  to 
come  under  the  regulation  of  that  bureau? 

Mr.  WiuBON.  Not  at  all;  but  if  they  do  interstate  business  ther 
have  to  come  under  it 

Mr.  Montague.  That,  in  one  sense,  establishes  their  size. 

Mr.  WiijaoN.  Oh,  no- 
Mr.  Montague  (interposing).  They  have  to  be  of  sufficient  rize  to 
do  interstate  business? 

Mr.  WiusoN.  Yes. 

Mr.  Montague.  That  is  all ;  thank  you. 

Mr.  W11.6ON.  I  want  to  add,  just  to  follow  up  your  question,  that 
I  believe  that  if  this  great  Government  of  our^,  and  if  this  Congress 
of  oufs,  will  get  back  of  the  Department  of  Agriculture  and  support 
it  properly  they  have  the  machinery  there  to  handle  this  whole  propo- 
sition. 

Mr.  Montague.  Have  you  ever  looked  over  the  appropriaticms  Cliat 
thi<4  Grovemment  makes  for  the  Department  of  Agriculture! 

Mr.  WiusoN.  I  have,  in  a  general  way.  but  I  do  not  believe  alonir 
certain  lines 

Mr.  MoNTAGin^  (interposing).  I  do  not  believe  the  average  tax 
payer  would  look  at  this  that  way. 

Sfr.  Wii^soN.  I  think  it  would  be  much  better  for  the  average  tax 
payor  than  to  create  some  new  scheme  or  proposition  to  handle  a 

()ropo-'ition  of  this  kind.  It  would  be  more  effective,  because  thev 
lave  to  train  and  educate  men  and  they  have  made  a  study  of  thu 
bii>ine^^  and  they  know  something;  about  it.  And  I  make  that  sug- 
gestion l>ecau>e  tlie  remedy  for  this  thing  is  to  come  through  a  better 
uncler>(:mding  of  it:  and  the  Congress  does  not  understand  this  in 
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dustry,  and  the  producers  do  not  understand  this  industry.  They 
understand  their  own  end  of  it,  and  are  competent,  capable  fellows-^ 
conscientious,  and  I  think,  on  the  whole,  they  want  to  do  the  right 
thing;  but  they  do  not  know  the  workings  of  the  proposition  beyond 
their  own  end  of  it.  And  this  whole  remedy  is,  in  my  opinion,  going 
to  come  out  of  a  better  understanding  and,  on  top  of  that,  proper 
cooperation. 

Mr.  Montague.  The  reason  I  made  the  suggestion  to  you  as  to 
the  appropriations  just  now,  is  because  you,  in  turn,  suggested  that 
Congress  ought  to  •get  behind  the  Department  of  Agriculture. 

Mr.  Wilson.  Yes. 

Mr.  Montague.  And  I  just  wanted  you  to  see  just  how  far  they 
had  put  the  Treasury  behind  the  Department  of  Agriculture. 

Mr.  Wn-soN.  That  may  all  be:  but  I  have  some  instances  in  my 
mind 

Mr.  Montague  (interposing).  You  see,  in  the  last  Congress — it 
did  not  used  to  be  so;  it  used  to  be  largely  an' administrative  body, 
that  was  appropriated  for ;  and  so  when  we  appropriated  money  for 
the  administration  of  it,  we  supposed  the  administration  feature 
would  take  care  of  itseli,  or  at  least,  would  be  operated  by  itself, 
rather  than  through  and  by  the  Congress. 

Mr.  Wilson.  Well,  of  course,  in  my  business  I  come  in  contact 
with  a  good  many  of  the  Bureau  of  Animal  Industry  men,  and  I  find 
that  they  are  a  lot  of  intelligent  fellows  in  there;  but  I  do  not  be- 
lieve those  fellows  are  supported  as  they  should  be  supported — and 
I  know  that,  because  a  good  many  of  them,  like  this  railroad  man 

Mr.  Montague,  (interposing).  What  would  you  suggest,  taking 
myself  as  an  humble  Member  of  Congress,  who  would  like  to  sup- 
port the  Department  of  Agriculture,  and  put  it  behind  every  legiti- 
mate enterprise  in  the  country  that  belongs  to  its  real  activities; 
what  could  I  do  ? 

Mr.  Wilson.  You  could  probably  do  a  good  deal  by  encouraging 
them;  understanding  their  problems,  backing  them  up,  and  seeing 
that  they  cet  the  necessary  appropriations  to  carry  out  their  work. 
They  are  aoing  a  great  work,  m  my  opinion,  and  that  is  why  I  ad- 
vocate that. 

Mr.  Montague.  There  is  pending  now  before  the  House  the  an- 
nual Agricultural  Appropriation  Sill.  As  a  citizen  with  a  large 
State  under  this  Government,  I  would  be  glad  if  you  would  examine 
that  bill  and  see  whether  you  still  retain  your  views  as  to  supporting 
the  Department  of  Agriculture. 

Mr.  Wilson.  I  will  be  glad  to  do  so. 

Mr.  Montague.  I  do  not  know  whether  the  taxpayers  of  the 
I'ountry  will  justify  it ;  perhaps  they  will. 

Mr.  Wilson.  I  do  not  know;  it  is  hard  to  get  the  taxpayer  to  un- 
derstand these  problems.  That  is  one  problem  that  you  gentlemen 
have.  But  I  reel  that  almost  any  appropriation  you  gentlemen 
make  for  that  department  would  be  justified. 

Mr.  Montague.  Mr.  Chairman,  do  you  know  what  the  appropria- 
tion is  carried  in  the  present  bill  ?     • 

The  Chairman.  I  do  not;  I  have  not  noticed  the  amount  thisj^ear. 

Mr.  EscH.  It  is  $31,000,000  in  the  pending  bill. 

The  Chairman.  I  agree  with  Mr.  Wilson  that  it  is  an  appropria- 
tion that  does  as  much  good  as  any  that  I  know  of. 
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Mr.  Montague.  I  am  not  criticizing  it  at  all.  I  am  just  trying  to 
see  how  much  further  we  could  develop  our  duty  in  supportmg  the 
Agrirultural  Department.  That  is  all  1  have  to  ask.  ifr.  Hamnton, 
I  ask  your  pardon  for  interrupting  you. 

Mr.  Hamilton.  I  was  very  glad  to  have  you  do  so.  In  line  with 
what  you  have  just  said,  it  used  to  be  a  theory  that  that  (loveminent 
is  l)est  governed  which  is  least  governed ;  that  was  considered  good 
logic  some  years  aeo. 

Mr.  MoNTAouE.  There  was  a  gentleman.  I  think,  who  has  gone  out 
of  fame  now^  named  Thomas  iJeffei*8on,  who  supported  that  theor>. 

Mr.  Hamilton.  Well,  there  will  be  a  Jefferson  again  some  of  these 
days,  and  there  will  be  several  of  those  suggestions  of  Jeffers^on^ 
that  will  not  be^  referred  to  very  extensively. 

I  think  you  said  that  your  corporation  is  engaged  in  handling 
canned  fruits  and  canned  vegetables  and  canned  fish.  What  else  do 
you  handle  outside  of  meat  and  meat  products? 

Mr.  Wilson.  Well,  that  would  cover  the  grocery  line  pretty  well. 
We  have  handled  a  little  rice  and  beans;  but  that  I  have  cut  out; 
we  are  not  handling  them  now,  and  I  do  not  propose  to  handle  them 
again. 

Mr.  Hamilton.  I  remember  that  you  stated  that  a  representative 
of  Austin  Nichols  &  Co. — ^have  1  got  the  name  right! 

Mr.  Wilson.  That  is  correct. 

Mr.  Hamilton  (continuing).  Wholesale  grocers,  expressed  pleasun^ 
at  your  entering  into  the  business  of  handlmg  canned  fruit,  etc 

Mr.  Wilson.  That  is  correct, 

Mr.  Hamilton.  It  has  been  stated  here — and  I  do  not  know  how, 
Mr.  Wilson,  whether  I  hiu  rooillin^  tlic  exact  Matemont  — that  it  r<>:4 
the  wholesale  grocers  something  like  9  per  cent  to  handle  groceries 
and  distribute  them,  whereas  the  packers  can  handle  their  lines  at 
something  between  3  and  4  per  cent.  Are  you  informed  in  relation 
to  that? 

Mr.  Wilson.  Well,  I  do  not  know  as  to  what  it  costs  them.  I  ha%e 
that  impression  that  it  does  cost  them  about  three  times  what  it  costs 
us — that  is,  the  most  of  them.  I  do  not  think  that  would  apply  to  a 
man  like  Austin  Nichols.  And  I  respectfully  suggest  that  you  would 
find  him  a  very  interesting  man  to  have  come  before  you.  I  have  no 
interest  in  him,  and  never  met  him  but  once  in  my  life;  but  he  is  a 
capable  man,  and  an  honorable  fellow,  I  think,  and  I  think  is  intelli- 
gent on  the  question  of  the  wholesale  f[[rocer. 

Mr.  Hamilton.  Now,  having  in  mmd  the  consumer,  if  you  can 
handle  these  goods  cheaper  than  anybody  else,  then  the  oonsumer 
ought  to  receive  the  benent  of  it.    Does  hei 

Mr.  Wilson.  I  think  he  does,  to  a  certain  extent;  I  think  there  is 
a  tendency. 

Mr.  Hamilton.  Do  you  undersell  the  wholesale  grocerf 

Mr.  Wii^)N.  Well,  I  do  not  know  that  I  could  answer  •*  yes* "  pc»^. 
tively  to  that  But  I  think  in  this  way — that  we  are  improving  the 
conditions,  and  that  we  are  producinfi^  for  less  money,  and  I  think 
that  all  tends  to  lower  prices,  and  I  think  that  has  a  tendency,  per- 
haps, to  pull  the  wholesale  grocer  down  a  little,  where  he  can  por- 
diase  stuff  on  anything  like  the  basis  we  do,  ana  in  that  way  it  ha^ 
an  influence  in  making  the  prices,  although  the  prices  may  b^— I  do 
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not  know;  I  have  never  compared  our  price  list  with  that  of  the 
wholesale  ^ocers,  and  they  may  be  pretty  nearly  alike ;  but  I  think 
our  operation  has  a  downward  tendency,  because  of  those  superior 
facilities. 

Mr.  Hamilton.  With  your  facilities  for  distribution,  you  can  easily 
undersell  the  wholesale  grocer,  can  you  not? 

Mr.  Wilson.  Some  of  them,  I  think;  but  not  all  of  them. 

Mr.  HAMmroN.  Well,  as  a  general  proposition. 

Mr.  Wilson.  Well,  there  are  a  great  many  that  we  would  have 
considerable  difficultv  in  underselling. 

Mr.  Hamilton.  That  is  to  say,  if  they  entered  into  active  com- 
petition they  might  make  it  warm^  for  you  for  a  while 

Mr.  Wilson  (interposing).  No;  I  do  not  mean  that,  exactly. 
Take  Austin  Nichols,  for  example:  I  do  not  believe  that  there  is  any 
packer  that  could  go  out  and  do  business  for  less  money  than'  he 
does.    He  is  a  manufacturer,  and  is  strictly  up  to  date. 

Mr.  Hamilton.  But  the  question  is,  what  is  done,  not  what  can 
be  done? 

Mr.  Wilson.  Yes. 

Mr.  Hamilton.  I  do  not  know ;  I  do  not  think  I  stated  that  cor- 
rectly either.  I  was  inquiring  of  you  with  a  view  to  ascertaining, 
whether,  as  a  matter  of  fact  and  actual  practice,  you  could  not  dis- 
tribute these  side  lines  of  yours  a  good  deal  cheaper  than  you  are 
now,  and  thereby  give  the  consumer  the  benefit  of  it,  in  competition 
with  the  wholesaler. 

Mr.  Wilson.  Well,  I  would  answer  that  in  this  way:  That  we 
could  undersell  some  of  the  wholesale  grocers;  there  are  others  that 
I  do  not  believe  we  could  undersell,  because  I  think  some  of  the 
up  to  date  wholesale  grocers  are  operating  on  as  low  a  basis  as  we 
are,  and  we  have  no  particular  advantage  over  those  up  to  date 
fellows. 

Mr.  Hamilton.  By  the  way,  some  gentleman  stated  before  this 
committee  that  the  Government  was  erecting  at  Chicago  a  cold- 
storage  plant,  with  a  capacity  of  60,000,000,  costing  $3,000,000. 
Have  you  any  information  in  relation  to  that? 

Mr.  Wilson.  Yes;  I  know  that  is  being  done.  It  was  started 
during  the  war.  I  do  not  just  know  how  far  they  have  gotten 
along  with  the  work;  but  the  Army  or  the  Quartermaster's  Depart- 
ment was  building  a  plant  of  that  kind. 

Mr.  Hamilton.  I  am  curious  to  know  what  the  Government  will 
do  with  it  after  the  war  is  over. 

Mr.  Wilson.  Well,  I  think  they  will  probably  turn  it  over  to  some 
private  interest. 

Mr.  HAMHiTON.  You  mean  sell  it  out? 

Mr.  Wilson.  I  think  so. 

Mr.  Hamilton.  They  will  have  to,  will  they  not? 

Mr.  Wilson.  I  do  not  think  they  would  have  to  do  so. 

Mr.  Hamilton.  Well,  what  would  they  do  with  it  if  they  did  not 
sell  it?      . 

Mr.  Wilson.  They  might  lease  it. 

Mr.  Hamilton.  That  is  true. 

Mr.  Wilson.  They  might  lease  it,  or  they  might  undertake  to 
operate  it,  I  suppose ;  I  do  not  know. 
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Mr*  Hamilton.  Why  would  they  operate  it,  unless  some  such 
measure  as  this  should  pass? 

Mr.  WnjBON.  Wpll,  i  was  thinking  that  the  Army,  tor  instance, 
miffht  undertake  to  operate  it 

The  CuAisMAN.  To  furnish  their  supplies! 

Mr.  Hamilton.  Well,  what  would  he  the  advantage  in  that  easel 
They  would  get  fresh  meat  from  the  packers 

Mr.  Wilson  (interposing).  I  think  there  would  be  a  great  dis- 
lidvantage  to  the  Government  in  trying  to  operate  it,  through  any 
branch  of  the  Government. 

Mr.  Hamilton.  Well,  I  wish  you  would  go  into  more  detail  as 
to  that. 

Mr.  Wilson.  As  to  whv  I  think  it  would  be  a  disadvantage! 

Mr.  Hamilton.  Yt»s.  Now,  here  is  an  immense  amount  of  money 
belonging  to  the  taxpayers  of  this  country. 

Mr.  Wilson.  Yes. 

Mr.  Hamilton.  The  Government  is  spending  $3,000,000,  and 
probablv  more. 

Mr.  Wilson.  Yes. 

Mr.  Hamilton  (continuing).  For  something  that  appears  to  be 
of  not  much  value.    And  I  want  to  know 

Mr.  Wilson  (interposing).  I  will  tell  you  my  views,  Mr.  HAmil- 
ton:  That  was  merely  to  meet  an  emergency  situation.  Tlie  emer- 
gency was  the  father  of  the  thought  there.  Now,  tJic  foreign  (lor. 
ernments  were  using  a  lot  of  the  cold-storape  capacity  in  this  country 
to  take  care  of  the  stuff  that  they  were  buying  and  fonvnrding  for 
the  use  of  their  armies  and  tlieir  civilmn  population,  and  that  made, 
for  the  time  being,  a  shortage  of  refrigerator  space. 

Now,  when  that  has  pas^  away,  as  it  is  passing  away,  there  m 
not  coing  to  be  a  shortage  of  refrigerator  space  in  this  country. 
Anybody  who  has  got  a  plant  and  has  got  to  eom|)ete  under  thosp 
conditions,  is  going  to  have  a  difficult  time  in  doinff  it. 

That  is  the  mam  reason,  plus  the  fact  that  I  beliovo  that  some 
private  corporation,  of  some  sort  or  other,  could  operate  that  more 
successfully  than  the  Government;  somebody  who  will  give  it  their 
personal  attention,  who  understands  that  misiness.  who  has  been 
brought  up  in  that  business,  will  operate  it  to  better  advantage  (haa 
the  Government  could.  And  I  would  strongly  recommend,  if  mr 
recommendation  is  worth  while,  that  the  Government  either  sell  or 
lease  it,  if  they  can. 

Mr.  Hamilton.  Is  the  Grovemment  constructing  any  other  cold 
storage  plants  ? 

Mr.  Wilson.  I  do  not  know  of  any. 

Mr.  Hamilton.  Gov.  Montague  suggests  that  I  Inquire  of  yet* 
how  nearly  that  plant  is  completed. 

Mr.  Montague.  And  how  long  they  have  been  working  on  ic 

Mr.  Hamilton.  Yc'h.  Im>w  long  they  have  been  working  on  il  now. 

Mr.  Wii^ON.  I  could  not  answer  that.  I  have  not  been  able  tn 
get  over  to  see  the  work  myself,  and  I  am  sorry  to  say  I  have  IvmI 
m)  report  on  it. 

Mr,  Hamilton.  Do  vou  know  about  when  they  ooiitniencett f 

Mr.  WiiiuiN.  I  should  say  about  a  year  ago — not  o!*  t^e  artvia! 
%vork,  l»nt  il^o  plan  wa«i  inaugurated  about  a  year  ago. 
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Mr.  Hamilton.  Well,  they  have  the  foundations  ready,  then,  I 
imagine.     [Laurfiter.] 

Mr.  Wilson.  Well,  if  I  imagined  anything,  it  would  Dc  iiuagina- 
tion  and  guess  work,  and  I  woiud  rather  not  do  it.  I  think  the  stock- 
yard people — ^Mr.  Shaw,  for  instance,  could  probably  atiswer  that. 

Mr.  Leonard.  The  plant  is  pi-actically  completed,  and  is  supposed 
to  go  into  operation  the  1st  of  February,  barring  accidents. 

Mr.  Hamilton.  That  is  to  say,  it  will  be  ready  to  go  into  opera- 
tion ? 

Mr.  Wilson,  have  you  had  an'opportimity  to  make  an  investigation 
as  to  the  slaughtering  business  abroad — ^I  mean  in  Europe  f 

Mr.  Wilson.  Yes,  I  have  had  the  opportunity. 

Mr.  Hamilton.  Well,  have  vou  made  ahv  investiojation? 

Mr.  Wilson.  Yes. 

Mr.  Hamilton.  How  was  it  managed,  say,  in  France? 

Mr.  Wilson.  Well,  it  is  a  pretty  crude  oropositioii  in  France. 

Mr.  Hamilton.  Is  there  any  municipal  slaughtering  plants  in 
France  ? 

Mr.  Wilson.  Well,  I  do  not  know  whether  they  are  municipally 
owned  or  not;  they  are  very  small  propositions. 

Mr.  Hamilton.  My  impression  is  that  at  Geneva,  Switzerland, 
there  is  a  municipal  slaughter  house. 

Mr.  Wilson.  That  may  be;  I  do  not  know.  I  have  never  visited 
it ;  I  have  never  seen  it. 

Mr.  Hamilton.  How  was  it  managed,  in  Germany,  if  you  know? 

Mr.  Wilson.  I  can  not  answer  as  to  Grermany.  I  have  never  been 
in  Germany. 

Mr.  Hamilton.  I  did  not  know  but  that  you  might  have  made  some 
investigations  there. 

Mr.  Wilson.  No.  We  have  never  felt  verv  kindly  on  the  German 
situation,  because  they  did  not  take  out  stuff  there,  and  we  were  not 
very  much  interested. 

Mr.  Hamilton.  Then,  you  have  no  general  information  as  to  meat? 

Mr.  Wilson  (interposing)  I  have  no  general  information  as  to  the 
German  situation ;  I  do  not  know  how  they  operate. 

Mr.  Hamilton.  Have  you  information  as  to  any  other  country  than 
the  countries  I  have  named  ? 

Mr.  Wilson.  Well,  of  course  I  have  information  as  to  the  English 
situation. 

Mr.  Hamilton.  What  is  the  English  situation  ? 

Mr.  Wilson.  Well,  they  had  privately  owned  plants,  where  they 
do  their  slaughtering,  and  in  a  great  many  of  them,  where  the  stuff 
as  it  arrived  there — Irish  cattle,  and  formerly,  when  we  were  ship- 
ping, American  cattle,  and  South  American  cattle;  they  were  killed 
right  there.  The  plants  are  right  at  the  wharves.  It  is  all  a  private 
proposition. 

Mr.  Hamilton.  I  think  that  is  all. 

The  Chairman.  Mr.  Decker? 

Mr.  Decker.  How  old  are  you,  Mr.  Wilson  ? 

Mr.  Wilson.  Fifty-one. 

Mr.  Decker.  And  you  have  been  in  the  business  30  years? 

Mr.  WiusoN.  Yes. 

Mr.  Decker.  You  started  in  as  a  hog  buyer? 

09927— 19— FT  4 42 
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Mr.  Wilson.  No,  In  the  first  instance,  I  started  in  as  a  car  ac- 
countant; that  is,  I  kept  track  of  the  refrigerator  stock  cars  for 
Morris  &  Co.  I  was  working  for  the  Burlington  Railroad*  doing 
similar  work,  and  had  worked  there  for  about  a  year  after  I  left 
school,  and  they  sent  down  to  the  Burlington  road  for  a  man  to  d<» 
that  work  for  them,  and  the  railroad  people  sent  the  chief  clerk  in  hit 
department  there.  I  had  been  there  only  a  short  time.  And  li 
went  and  looked  it  over,  and  came  back  and  said,  "  Nothing  doinjr." 
that  he  would  not  take  on  that  job  if  they  would  make  him  the  pre^i• 
dent  of  the  stockyards;  he  did  not  like  the  stockyards  proposition. 
Of  course,  the  conditions  then  were  not  as  they  are  now.  And  I 
asked  the  privilege  of  goin^  out  and  taking  a  look  at  it  myself ;  and 
I  went  out  and  I  hired  to  the  Morris  people ;  it  looked  to  me  like  an 
opportunity  out  there — and  it  proved  to  be  an  opportunity. 

Mr.  Decker.  What  was  the  next  position  you  had  ? 

Mr.  Wilson.  Then  I  commenced  looking  after,  in  conjunction  with 
that  work,  the  repair  of  the  cars  and  what  little  building  we  did  of 
the  cars,  and  after  that  I  went  into  the  purchasing  department  and 
did  the  purchasing  of  supplies. 

After  that  I  went  out  into  the  plant.  I  worked  through  the  differ- 
ent departments  in  the  plant,  more  for  the  experience  than  for  any- 
thing else. 

And  then  I  took  on  the  supervision  of  the  operations.  We  only 
had  the  one  plant  then  in  Chicago,  and  I  took  on  the  supervisicm  of 
the  operation  of  the  plant.  That  meant  from  the  butchering  all  th^ 
way  through  on  the  products  as  far  as  we  went — and  we  did  not  p> 
very  far  in  those  days. 

And  from  that  I  went  back  into  the  office  and  commenced  tht^ 
to  develop  branch  markets  around  the  country;  I  took  that  on  an*l 
went  out  into  the  territory  and  picked  what  I  thought  was  a  gocvl 
location  for  one  of  these  distributing  branches ;  and  I  would  purcna?H» 
a  property  or  lease  a  property  and  send  in  directions  as  to  wnat  kinJ 
of  a  building  we  would  put  on  that  property,  if  it  was  vacant  prop- 
erty or  if  it  was  just  the  land,  and  had  that  worked  up  by  x\» 
draftsman  and  sent  back  home.  And  then  I  would  go  and  c<ic:- 
tract  for  the  building,  and  when  the  building  was  completed  I  woul  i 
put  in  the  equipment;  and  then  I  would  employ,  if  po^ible,  localh, 
men  to  start  the  operation  of  the  distributing  and  selling. 

In  a  great  many  instances  I  would  take  those  men  from  our  othtr 
branches  and  from  headquarters.  Then  I  would  stay  with  that  prop- 
erty a  couple  of  weeks — at  least,  I  would  come  back,  probably,  f«ir 
two  or  three  weeks,  when  we  would  open  up,  and  direct  the  selling 
operations  of  the  business  for  that  length  oi  time,  to  get  everythiru: 
properly  started. 

Then,  from  that,  I  came  back  into  Chicago  and  remained  then-. 
I  went  in  then  with  Mr.  Edward  Morris,  in  his  office,  assisting  him- 
He  was  then  practically  second  vice  president.    They  had  Air.  >el«on 
Morris  as  president,  and  Mr.  Frank  Vogel  was  the  senior  vice  pn^: 
dent. 

And  I  worked  along  with  Mr.  Edward  Morris,  in  doing  anythiiir 
and  everjihing  that  came  along — still  supervising  the  operation  «f 
the  plant,  that  is  the  practical  operation,  and  also  sujjerviidng  t^lf 
selling  in  the  branches  around  the  country. 
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And  then,  as  we  commenced  to  develop  and  add  on  new  packing 
houses,  I  would  undertake  those,  in  conjunction,  of  course,  with  Ed- 
ward Morris;  and  gradually,  along  that  way,  taking  general  super- 
vision as  things  were  added  on. 

Mr.  Hamilton.  Were  you  president  of  the  company  before  Mr. 
Edward  Morris  died? 

Mr.  Wilson.  No,  Edward  Morris  was  not  active  for,  well,  probably 
two  years  before  he  died,  although  he  still  retained  the  presidency. 
I  was  the  vice  president  during  all  that  time,  but  was  really  acting 

E resident.  He  was  a  way,,  out  of  Chiaigo,  a  big  portion  of  tne  time, 
ecause  he  was  in  ill  health. 

Mr.  Decker.  What  was  the  name  of  the  original  founder  of  the 
company  ?    What  was  the  first  Morris  named  ? 

Mr.  Wilson.  Nelson  Morris. 

Mr.  Decker.  Nelson  Morris? 

Mr.  Wilson.  Yes,  sir.  He  was  the  father  of  Edward  Morris,  and 
the  grandfather  of  the  young  man  who  testified  here  the  other  day. 

Afr.  Decker.  You  have  been  at  the  head  of  Wilson  &  Co.,  successors 
to  Sulzberger  &  Sons  Co.,  for  about  three  years,  have  you  ? 

Mr.  Wilson.  Three  years  the  22d  of  March. 

Mr.  Decker.  Have  you  been  buying  in  the  last  year  more  stock 
than  was  ever  bought  before  by  that  company  ? 

Mr.  Wilson.  Yes,  sir. 

Mr.  Decker.  Was  that  company — if  you  would  "know  about  that — 
run  to  its  full  capacity  under  the  old  management? 

Mr.  Wilson.  No;  I  think  not.    In  fact,  I  know  it  was  not. 

Mr.  Decker.  How  much  more  cattle — ^you  can  give  just  a  rough 
estimate,  or  give  it  exactly  if  you  happen  to  know — ^how  much  more 
cattle  have  you  bought  in  the  last  year  than  was  bought  by  Sulz- 
berger &  Sons  Co.  the  last  year  that  they  had  it. 

Mr.  Wilson.  Fifty  per  cent,  roughly. 

Mr.  Decker.  Do  you  happen  to  know  whether  Swift  &  Co.  have 
bought  50  per  cent  more  this  last  year  than  they  did  three  years 
ago — of  cattle? 

Mr.  Wilson.  No;  I  do  not.  I  think  that  little  booklet  of  theirs 
would  rive  that  information  to  you. 

Mr.  Decker.  I  have  a  suspicion — and  that  is  the  reason  I  asked  the 
question — ^that  if  you  have  been  in  combination  with  those  fellows, 
you  have  got  more  than  your  share.    [Laughter.] 

Mr.  Wilson.  Well,  I  think  the  suspicion  would  be  well  founded, 
based  on  the  figures. 

Mr.  Decker.  It  is  a  fact,  is  it  not,  that  there  was  a  time  that  some 
of  the  old  packers — ^back  before  your  becoming  president  of  Morris 
&  Co.,  that  there  was  a  movement  among  the  big  packers  of  the  coun- 
try to  form  a  combination  or  trust? 

Mr.  Wilson.  Yes ;  there  was. 

Mr.  Decker.  There  is  no  use  of  dodging  that,  is  there? 

Mr.  Wilson.  No  ;  and  there  is  no  occasion  for  dodging  it. 

Mr.  Decker.  In  other  words,  there  was  a  sentiment  in  those  days, 
that  it  was  a  legitimate  way  of  making  money  ? 

Mr.  WiusoN.  Yes,  sir. 

Mr.  Decker.  And  they  started  in  to  make  one  big  concern  out  of 
the  packing  business,  the  same  as  Rockefeller  did  out  of  the  oil 
business? 
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Mr.  Wilson.  Exactly. 

Mr.  Decker.  And  their  reason  for  quitting  that  was  not,  in  your 
judgment,  a  philanthropic  reason,  was  it? 

Mr.  Wilson.  Not  at  all. 

Mr.  Decker.  They  ran  up  against  the  good  old-fashioned  grand 
jury  system,  did  they  not? 

Mr.  Wilson.  No;  I  would  not  say  that. 

Mr.  Decker.  They  did  not  get  that  far,  but 

Mr.  Wilson  (interposing).  No;  I  would  not  say  so.  That  nuiT 
have  stopped  the  bankers ;  it  stopped  at  the  bankers. 

Mr.  Decker.  It  stopped  at  the  bankers — and  the  bankers  went 
afraid  of  the  grand  jury  ? 

Mr.  Wilson.  I  think  that  was  their  main  reason ;  they  were  afraid 
it  would  not  be  a  popular  movement,  and  that  it  would  run  into 
trouble.  I  do  not  think  they  saw  any  grand  jury  immediately  ahea«i 
of  them. 

Mr.  Decker.  Oh,  not  immediately  ahead  of  them. 

Mr.  WiLsox.  But  I  think  they  saw  trouble  ahead.  I  think  that  wa^ 
the  attitude  of  the  bankers  at  that  time — and  I  think  they  were  right 

Mr.  Decker.  And  looking  at  it  from  our  standpoint,  to-day,  and 
from  the  standpoint  of  most  business  men,  we  would  agree  that  the 
grand  jury  was  a  pretty  good  thing  for  that  situation*  iroold 
we  not? 

Mr.  Wilson.  Yes. 

Mr.  Decker.  What  is  your  view  as  a  business  man  with  80 
experience,  about  the  efficiency  of  a  grand  jury,  in  case  there  is  a 
bination  in  this  business? 

Mr.  Wilson.  I  think  it  is  all  right. 

Mr.  Decker.  How  many  employees  have  you  got  working  for  voo  • 

Mr.  Wilson.  Between  25,000  and  30,000. 

Mr.  Decker.  Well,  how  many  have  you  in  Chicago? 

Mr.  Wilson.  About  7,100. 

Mr.  Decker.  7,100.  I  do  not  want  you  to  go  into  exact  details* 
but  as  near  as  you  can  tell,  how  many  of  those  are  in  a  managerial 
capacity? 

Mr.  Wilson.  In  Chicago? 

Mr.  Decker.  Yes. 

Mr.  Wilson.  Roughly,  10  per  cent  of  them. 

Mr.  Decker.  Ten  per  cent;  that  would  be,  at  least,  700  or  a  1^000 
men  that  know  a  good  deal  about  the  way  your  business  ia  rmu 
would  it  not? 

Mr*  Wilson.  They  know  a  whole  lot. 

Mr.  Decker.  And  your  business  could  not  succeed  unless  yon  had 
at  least  500  or  1,000  men  that  knew  your  purpose  and  the  methods 
of  conducting  your  business? 

Mr.  Wilson.  Yes. 

Mr.  Decker.  And  they  would  have  to  be  pretty  loyal  men  to  xxhl 
would  they  not? 

Mr.  Wilson.  Yes,  sir. 

Mr.  Decker.  And  a  $100,000,000  corporation  is  aboot  what  yon 
are  ? 

Mr.  Wilson.  Substantially,  yes,  sir. 
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Mr.  Decker.  And  you  could  not  have  500  to  1,000  men  working  for 
you  in  responsible  positions,  that  were  dishonest,  and  succeed  very 
long,  could  you? 

Mr.  Wilson.  I  think  not 

Mr.  Decker.  If  Mr.  Heney,  or  some  other  good  lawyer,  would  call 
some  of  those  men  before  a  grand  jury — ^I  mean  some  good  lawyer 
that  knew  your  business,  or  you  had  to  learn  something — ^he  could 
find  out  about  how  you  rim  your  business,  could  he  not? 

Mr.  Wilson.  He  certainly  could.  He  has  not  had  to  do  that,  how- 
ever; he  has  had  men  in  our  offices  constantly  in  the  past  14  or  15 
months.  I  think  there  has  been  scarcely  a  day  that  we  have  not 
had  Federal  commission  investigators  working  in  our  offices  since 
a  year  ago  last  July  or  August — and  a  number  of  them.  They  have 
mauled  over  everything  that  we  have,  from  top  to  bottom ;  from  cel- 
lar to  garret  there  has  not  been  a  thing  overlooked.  Our  figures,  and 
everything,  have  been  scrutinized;  every  move  that  we  have  made 
has  been  scrutinized,  and  everything  has  been  thrown  open  to  them — 
in  spite  of  what  they  say.  Mr.  Congressman,  Mr.  Heney  on  this 
proposition  would  not  go  very  far,  if  he  did  not  go  back  into  the 
dark  ages  for  his  story.  ^ 

Mr.  Decker.  That  is  what  I  wanted  to  get  at;  I  want  you  to 

Mr.  Wilson  (interposing) .  He  would  not  have  any  picture  to  show 
you  at  all. 

Mr.  Decker.  I  want  you  to  open  up  and  tell  us  if  there  has  been  a 
change  in  the  way  this  business  is  run,  and  if  it  is  a  sincere  change 
of  heart,  or  is  it  due  to  a  fear  of  the  grand  jury,  and  so  on ;  and  how 
you  would  like  it;  and  any  suggestions  you  have  to  make. 

Mr.  Wilson.  Well,  there  has  been  a  change;  there  is  no  question 
about  that.    And,  speaking  for  myself,  and  my  own  company,  which  . 
I  think  I  know  a  little  about,  there  is  a  sincere  desire  to  comply  with 
every  law,  and  every  moral  obligation  that  there  is  on  industry  of 
this  Kind,  and  on  a  corporation  such  as  ours. 

I  think  I  recognize  the  responsibility  that  we  owe  to  the  people  of 
America,  and  I  uiink  we  are  trying  to  meet  that  responsibility  fairly 
and  squarelj.  I  am  not  afraid  of  any  grand-)  ury  proposition — not  a 
bit.  That  is  not  influencing  me.  Everything  that  we  do  I  believe 
we  are  doing  in  a  legal  way,  open,  free,  and  aboveboard;  and  Mr. 
Heney,  or  anybody  else  is  privileged  to  go  just  as  far  as  they  like. 

Now,  I  would  like,  in  that  connection,  to  just  refer  back  to  the 
first  meeting  that  we  had  with  the  Federal  Trade  Commission.  Mr. 
Davies  came  to  Chicago  and  called  us  downtown  to  meet  him  in  one 
of  the  hotels,  or  at  the  packei-s;  that  is,  all  of  the  large  packers;  and 
this  matter  was  discussed;  and  Mr.  Davies  told  us  then  that  this 
matter  was  going  to  be  gone  into  from  beginning  to  end — ^the  pro- 
ducer, the  packer,  the  middleman,  the  distrjbuting  facilities,  and  the 
consumer,  were  going  to  be  considered  and  investigated,  so  that  when 
they  got  through  they  would  have  a  complete  history  of  this  business. 

Now,  when  he  saicl  that,  wo  felt  mighty  good,  because  I  believed 
that  the  result  would  be  something  worth  while. 

But  that  has  not  been  done.  Now,  I  do  not  know  whether  Mr. 
Da  vies's  leaving  has  been  responsible  for  that  or  not,  but  that  has  not 
been  done;  and  from  all  appearances — I -want  to  do  full  justice  to 
the  Federal  Trtide  Commission;  T  have  no  ax  to  grind  at  all:   I 
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want  to  do  full  justice  to  them.  But  that  policy  has  not  been  carried 
out ;  and  as  a  matter  of  fact,  in  this  report  [indicating]  we  have  been 
criticized  because  we  got  together  to  consider  this  matter  in  Chicago. 
after  Mr.  Da  vies  started  it,  by  calling  us  down  there  and  telling  U3 
what  he  wanted,  and  telling  us  he  was  going  to  send  us  out  some 
questionnaires,  and  he  wanted  us  to  answer  those  questions  and  gi%* 
him  any  other  information  we  cared  to  give. 

Xow,  we  did  discuss  that  together,  following  the  meeting  that  ht? 
phmned  and  at  which  he  attended.  Later  we  came  together  to  form- 
ulate our  report.  The  Federal  Trade  Commission,  in  its  report, 
charged  that  circumstance  to  prove  us  guilty  of  being  in  an  illegal 
combination,  which  I  submit  to  you  gentlemen  is  wholly  unfair. 

Mr.  Decker.  How  many  were  there  present  at  that  conference  i 

Mr.  WiifiON.  There  must  have  been  20. 

Mr.  Decker.  Twenty — that  is,  the  five,  or  six,  or  eight  largest 
packers? 

Mr.  Wn^ON.  No;  the  five  packers,  because  they  were  the  onlj. 
ones 

Mr.  Decker,  I  see. 

Mr.  Wilson  (continuing).  And  different  men  of  the  packin|^  in- 
dustry were  present.  And  at  the  same  time,  in  other  rooms  of  the 
hotel,  he  had  the  producers;  but  he  did  not  aUow  us  to  mingle  at  all: 
he  met  us  and  then  he  met  them  afterwards,  or  at  least  at  a  different 
time.  But  any  man  who  will  start  out  and  make  an  investigation  ;- 
this  business  from  the  start  to  the  finish,  will  do  something  wortL 
while,  and  some  good  will  come  out  of  it.  But  no  good  will  come 
from  taking  a  slice  out  of  the  middle  and  trying  to  destroy  that: 
nothing  but  harm  can  come  from  that. 

Mr.  Decker,  What  do  you  mean  by  "  a  slice  from  the  middle  ** — 
that  they  ought  to  start  in  with  the  calf? 

Mr.  Wilson.  Yes;  start  in  with  the  troubles  of  the  producers. 
They  have  troubles ;  there  is  no  doubt  about  that,  and  some  of  them 
ought  to  be  corrected.  But  we  can  not  correct  these  evils  until  we 
know  them,  and  know  the  foundation  of  them. 

And  then  the  other  end  ought  to  be  understood,  the  distributing 
end,  the  retailing  end;  it  has  not  been  investigated;  they  do  not 
know  about  it,  and  I  do  not  see  how  they  can  intelligently  advise  oc 
this  proposition  until  they  do  know  the  whole  story.  And  I  wanted 
you  to  get  the  idea  that  in  the  Federal  trade  report  we  are  criticized 
and  accused  of  a  combination  because  we  met  to  discuss  this  replj 
to  Mr.  Davies.    I  just  wanted  to  let  you  see  the  extreme 

Mr.  Decker  (interposing).  And  he  had  called  you  together  first ! 

Mr.  WiLSOx.  Yes,  sir;  he  had  called  us  together  first.  I  just 
wanted  you  to  get  the  extremes — and  I  do  not  want  you  to  think 
I  an)  criticizing  those  men.  I  think  at  heart  they  are  probablv  try- 
ing to  do  what  they  think  is  right,  but  they  are  going  about  it  6adh. 

Mr.  Decker.  Well,  how  much  time  did  vou  spend  yourself  talfe- 
ing  to  the  Federal  Trade  Commission?  I)id  you  ever  give  them  a 
statement  of  yours,  like  you  have  given  us  here? 

Mr.  Wilson.  Xo;  I  have  never  had  the  opportunity.  We  werr 
given  to  understand  that  when  he  got  out  these  (questionnaires  and 
when  he  got  along  he  would  probably  want  to  discuss  the  matters 
with  us  and  he  would  let  us  know  and  he  would  give  us  an  opporto* 
nity  to  be  there. 


GOVERNMENT  CONTROL  OF  MEAT-PACKING  INDUSTRY,       1277 

But  that  time  never  came  and  I  never  went  near  him,  because  I 
knew  some  of  the  other  folks  had  and  had  made  no  headway.  I 
never  went  near  them;  thev  never  asked  me;  and  I  was  sur- 
prised when  the  thing  was  closed  up  and  the  report  came  out;  I 
was  terribly  surprised,  because  it  seemed  strange  to  me  that  they 
would  undertake  to  make  a  report  without  hearing  the  other  side. 
They  did  not  have  to  take  our  suggestions  or  statement  of  the  facts, 
but  they  might  have  heard  us;  they  might  very  well  have  gotten 
some  good  out  of  it  by  hearing  our  side,  at  least.  But  they  did  not : 
and  they  had  no  purpose  to  do  so.  After  everything  wa3  said  and 
done,  that  was  not  their  purpose. 

Mr.  Decker.  Well,  it  seems  to  me,  as  near  as  I  can  remember  this 
report — it  is  a  long  one — ^that  you  packers  have  carefuUv  answered 
it.  It  is  not  for  me  to  say  at  this  time  whether  satisiactorily  or 
not ;  but  you  have  answered  carefully  the  most  of  these  accusations. 
But  I  do  not  believe  that  there  has  been  enough  attention  paid  to  the 
allegation  in  this  report  to  the  effect  that  some  of  your  buyers — I 
do  not  know  whether  it  was  your  buyers  or  some  of  the  buyers  of 
the  big  packers — admitted  to  some  of  these  investigators  that  there 
was  no  competition  in  buying.  Now,  whether  that  dates  back,  to 
the  good  old  days  of  the  National  Packing  Co.  was  not  quite  clear 
to  me  in  the  report — whether  that  was  an  up-to-date  situation. 

Mr.  Wilson.  Well,  I  do  not  know  to  what  statement  you  refer; 
but  I  will  go  on  record  with  you  that  it  was  not  a  buyer  for  Wilson 
&  Co.;  and  if  it  was  he  would  be  out  of  his  job  mighty  quick;  if 
he  was  not  competing  with  the  other  fellows  I  would  like  to  find  it 
out.  And  I  do  not  believe  the  statement  at  all  and  I  dt)  not  believe 
that  if  the  facts  are  developed  that  they  will  have  anything  to  base 
the  statement  on  any  more  than  they  had  anything  to  base  the  state- 
ment in  the  Hormell  business  on — and  they  had  not  very  much  then. 

Mr.  Decker.  I  do  not  know  how  the  committee  will  get  at  that, 
because  I  do  not  think  they  give  the  names  of  the  buyers :  they  saia 
they  kept  the  name  secret  f  or  nis  protection ;  but  it  is  a  mignty  serious 
charge,  and  I  would  like  to  think  of  some  way  to  get  at  the  facts. 

Mr.  Wilson.  Well,  I  think  they  ought  to  oe  requested  to  give  the 
name.  I  do  not  think  that  is  a  matter  that  ought  to  be  kept  from 
this  committee  or  be  kept  from  the  people  of  this  country  if  that 
condition  exists.  I  do  not  believe  it  exists,  and  I  think  when  you 
run  it  down  that  you  will  find  that  it  does  not.  I  know  you  will 
find  that  it  does  not  exist,  because  I  know  that  the  competition  is 
there  and  is  as  keen  as  it  is  possible  to  have  it.  I  do  not  think  there 
is  a  business  in  the  world  where  the  competition  is  keener  than  it  is 
in  the  packing  business,  and  if  there  is  I  would  like  to  know  about  it. 

Mr.  Decker.  Do  any  of  the  other  big  five  own  stock  in  your  com- 
panv? 

Mr.  Wilson.  No.  Some  of  the  estate  of  G.  F.  Swift  own  some  of 
the  preferred  stock  in  my  company — ^and  that  is  all  written  up  in  the 
Federal  Trade  Report.  That  came  out  of  an  old  deal,  back  in  1902. 
That  is  nonvoting  preferred  stock,  owned  by  some  of  the  heirs  of  the 
old  G.  D.  Swift  estate. 

Mr.  Decker.  Well,  there  is  $10,000,000  of  that  preferred  stock  ? 

Mr.  Wilson.  Yes,  sir. 

Mr.  Decker.  Do  you  remember  how  much  of  that  stock  the  Swift 
people  own? 
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Mr.  WitflON.  Of  course,  it  is  not  necessarily  the  Swift  people;  it  i> 
the  heirs  of  G.  F.  Swift;  all  together  there  is  something  over 
$2,000,000. 

Mr.  Decker.  $2,000,000.  That  might  account,  you  see,  if  some  if 
those  other  big  five  owned  part  of  your  company,  that  might  account 
for  letting  you  make  so  much  money.    [Laughter.] 

Mr.  Wilson,  It  is  not  up  to  them  to  let  me  make  money.  They 
would  not  let  me  make  a  dollar  if  they  could  help  it,  Mr.  Congress- 
man;  do  not  worry  about  that  a  minute.     [Laughter.] 

Mr.  Decker.  Morris  &  Co.  do  not  own  any  of  your  company,  do 
they  ? 

Mr.  Wilson.  None  at  all. 

Mr.  Decker.  That  is  all,  I  think,  at  present. 

Mr.  Parker  of  New  Jersey.  Mr.  Wilson,  do  the  packers  compeU 
also  in  their  sales  ? 

Mr.  Wilson.  Absolutely. 

Mr.  Parker  of  New  Jersey.  Most  of  those  sales,  or  a  great  many 
of  them,  are  in  different  places,  of  different  cuts;  but  do  they  com- 
pete  in  large  sales,  on  sealed  bids,  to  Government  departments  and 
public  institutions? 

Mr.  Wn-.soN.  Absolutely,  sir. 

Mr.  Parker  of  New  Jersey.  Do  those  bids  come  to  your  knowl- 
edge, do  the  bids  of  the  others,  as  well  as  your  own  ? 

Mr.  Wilson.  At  times.  For  instance,  some  of  the  Government 
purchasing  departments  will  announce  what  the  other  bids  are*  and 
we  aim  to  get  tnose  whenever  the}'  do.  Sometimes  they  do  not.  Tbej 
sav,  "  You  are  the  low  bidder,  and  you  get  the  businesj;,''  and  that  G* 
all  we  know. 

Mr.  Parker  of  New  Jersey.  When  the  bids  are  announced^,  are 
they  at  the  same  price  for  all  these  large  quantities  of  materials  or  at 
a  different  price? 

Mr.  Wilson.  They  are  different.  It  would  surprise  you  if  y<»u 
could  see  some  of  them. 

Mr.  Parker  of  New  Jersey.  Could  you  give  us  an  example  of  that 
from  your  files? 

Mr.  Wilson.  I  could,  sir.  I  have  not  the  information  here«  bat 
I  will  be  very  glad  to  send  you  some  examples  of  that. 

Mr.  Parker  of  New  Jersej.  I  should  be  glad  if  you  would  add 
in  your  testimony  at  this  pomt  some  examples  of  that. 

Mr.  Wilson.  I  will  be  very  glad  to  do  that. 

Mr.  Parker  of  New  Jersey.  Because  that  was  my  informatioo 
also ;  but  I  wanted  to  make  it  plain  that  the  competition  on  the  reooni 
was  bona  fide  competition,  for  the  same  cuts,  at  different  prices! 

Mr.  Wilson.  There  will  be  no  doubt  in  your  mind  about  thmt  aft«r 
you  see  the  bids  as  they  are  opened,  sir. 

Mr.  Parker  of  New  Jersey.  And  you  can  readily  do  thaL  Do 
not  select  them  in  any  special  way,  except  bj  time;  sav  a  number  for 
certain  months  or  certaina  portions  of  certain  months! 

Mr.  Wilson.  All  right,  sir. 

Mr.  Parker  of  New  Jersey.  Of  course,  there  has  been  no  such  thtn^ 
^ince  the  Food  Administration  came  in  ? 

Mr.  Wilson.  Well,  not  to  any  great  extent.  Of  course,  the  wfaok 
matter  has  been  under  the  control  of  the  Food  Administratioo. 
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^  Mr.  Parker  of  New  Jersey.  So  that  it  has  not  been  by  competitive 
bidding,  to  any  CTeat  extent? 

Mr.  WiiiSON.  No ;  of  course,  it  is  again  now. 

Mr.  Parker  of  New  Jersey.  It  is  again  now.    Then  you  might 

five  the  latest  bids  that  have  been  turned  out,  and  also  oef ore  the 
cod  Administration  took  control  ? 

Mr.  WiLSOK.  Yes,  sir. 

Mr.  Parker  of  New  Jersey.  I  wanted  to  ask  about  another  thing 
that  I  did  not  get  clearly :  Do  you  think  that  the  Bureau  of  Animal 
Industry — if  I  imderstood  you  right — renders  any  valuable  service 
in  the  cattle  and  live  stock  market f  In  what  way  are  they  valuable! 
What  do  they  do  ? 

Mr.  Wilson.  They  handle,  of  course,  the  operations  on  the  pack- 
ing house,  from  a  sanitary  standpoint,  on  the  plant,  and  from  a 
physical  standpoint  on  the  property;  tney  inspect  all  of  that  from 
start  to  finish,  supervise  all  of  the  department  work,  all  of  every  de- 
partment. 

Mr.  Parker  of  New  Jersey.  What  else  do  they  do? 

Mr.  Wilson.  Well,  they,  of  course,  certify  to  that,  and  in  case 
anything  is  not  as  it  should  be,  they  condemn  the  product. 

Mr.  Parker  of  New  Jersey.  You  say  they  know  their  business? 

Mr.  Wilson.  I  think  so ;  yes,  sir. 

Mr.  Parker  of  New  Jersey.  What  else  do  they  do  ?  Is  that  all  they 
do  for  the  packers? 

Mr.  Wii^ON.  Well,  .that  is  not  done  for  the  packers. 

Mr.  Parker  of  New  Jersey.  Well,  it  is  done  at  the  packing  house? 

Mr.  Wilson.  Yes,  sir :  that  is  substantially  all. 

Mr.  Parker  of  New  Jersey,  What  do  they  do  elsewhere? 

Mr.  Wilson.  Well,  at  our*  distributing  point — that  is,  the  sales 
points,  wherever  we  do  an  interstate  business,  they  inspect  those 
places.  Mr.  Congressman,  every  animal  that  we  slaughter  is  in- 
spected most  rigidly  and  carefully  by  them  before  it  is  permitted  to 
go  into  food  products.  That  is  not  true — and  I  think  that  is  one 
matter  that  should  be  brought  to  your  attention — ^that  is  not  true  of 
all  the  live  stock  killed  in  this  country,  by  any  means;  there  are  a 
great  many  establishments,  with  which  we  have  to  compete,  that  do 
not  have  the  Federal  inspection;  and  they  take  advantage  of  that 
situation;  they  will  slaughter  stuff  and  put  it  out  as  food  that,  at 
times,  should  not  go  out  as  food. 

Mr.  Parker  ot  New  Jersey.  Do  they  inspect  before  or  after 
slaughtering? 

Mr.  Wilson.  Both.  They  are  right  on  the  floors;  there  is  never  a 
time  that  we  are  operating,  for  instance,  in  our  cattle-slaughtering 
house,  that  there  are  not  two  or  three  inspectors  busy  all  the  time.  As 
the  cattle  are  knocked  and  stuck  and  opened  they  are  inspected,  and 
then  after  they  are  dressed  they  are  inspected  again. 

Mr.  Parker  of  New  Jersey.  I  would  like  to  ask  you  what  else 
any  other  department  of  the  Gfovemment  does  in  connection  with 
either  the  raisins  or  the  marketing  of  cattle  and  hogs?  Is  there  any 
inspection  elsewhere,  in  other  parts  of  the  country  ? 

Mr.  Wilson.  Of  course,  they  are  in  the  field  doing  a  great  deal  of 
work  in  the  tick  eradication,  and  they  are  doing  a  great  deal  of  work 
in  the  eradication  of  bovine  tuberculosis  in  animals. 
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Mr.  Parker  of  New  Jersey.  And  hog  cholera  Y 

Mr.  Wn-soN.  Hog  cholera — lots  of  work  along  that  line;  and  sheep 
scab  is  another  work  which  they  are  doing,  which  is  good  work. 

Mr.  Parker  of  New  Jersey.  Is  there  anything  else  except  inspec* 
tion  work  of  that  sort  ?  Has  there  been  done  any  other  work  of  any 
value? 

Mr.  Wilson.  They  are  doing  a  lot  of  educational  work  on  the  rais- 
ine  and  feeding  and* handling  of  live  stock  of  all  kinds. 

Mr.  Parker  of  New  Jersey.  How  does  that  get  to  the  farmer? 

Mr.  Wilson.  Through  their  bulletins,  chiefly,  and  through  the 
agricultural  press. 

Mr.  Parker  of  New  Jersey.  Through  the  press ;  that  only  gets  to 
him  through  publications,  does  it  not? 

Mr.  Wilson.  Well,  of  course,  they  have  their  field  men  who  dis- 
tribute.the  information.  They  are  also  handling  pure-bred  herds 
and  testing  for  tuberculosis,  increasing  throughout  the  country  the 
certified  herds  of  breeding  stock. 

Mr.  Parker  of  New  Jersey.  And  you  do  not  think  the  work  that  is 
being  done  is  wasted  ? 

Mr.  WiLsox.  Absolutely  not. 

Mr.  Parker  of  Now  Jersey.  I  think  that  is  all.  Mr.  Chairman. 

The  Chairman.  The  committee  will  take  a  recess  until  10.30  o*clock 
to-morrow,  at  which  time  Mr.  Wilson  will  resume. 

(Whereupon,  at  4.40  o'clock  p.  m.,  the  committee  adjourned  until 
Thursday,  January  30, 1919,  at  10.30  o'clock  a.  m.) 


CoMMrrTEE  ON  Interstate  and  Foreign  Commerce, 

HOI'SE  of  T{ePRE8ENTATI\'E8, 

Thursday n  Jatiuary  30^  1919. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Thetus  W.  Sims 
(chairman)  presiding. 

STATEMENT  OF  MB.  THOHAS  E.  WHSOH,  PSESIDEHT  OF  WHSOV 

A  CO.,  CHICAGO,  ILL.— Eesamed. 

The  Chairman.  The  committee  will  come  to  order.  I  believe  in 
the  order  of  the  call  Mr.  Stephens  is  the  next  member.  You  will 
pnK*eed.  Mr.  Stephens. 

Mr.  Stephens.  Mr.  Wilson,  I  was  very  unfortunate  yesterdav  in 
not  beincr  able  to  ))e.  preesnt  durint;  the  afternoon,  having  another 
enpi^ment,  so  it  may  be  that  I  will  ask  you  some  questions  thmt 
you  have  already  answered,  and  if  I  do.  I  wish  you  would  call  nnj 
attention  to  it. 

There  has  been  a  prreat  deal  of  criticism  of  the  reports  of  the  psck> 
ers:  in  fact,  at  two  or  three  different  times  different  pentlemen  hare 
always  complained  of  your  statements  as  not  being  accurate,  and  for 
the  beni»fit  of  the  record,  if  you  have  not  already  said  anvthini;  about 
su)»««tdiarie%  I  would  like  to  ask  a  few  question^)  along  that  line. 
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I  think  you  gave  us  in  your  original  statement  the  volume  of  your 
business  for  the  past  year. 

Mr.  Wilson.  Approximately,  a  little  under  $400,000,000.  As  I 
stated  yesterday,  we  close  our  business  at  the  end  of  the  year.  The 
end  of  the  calendar  year  is  the  end  of  our  fiscal  year,  so  that  we 
are  not  through  with  our  audit  as  yet. 

Mr.  Stephens.  And  I  think  you  also  stated  j^our  percentage  of 
profit  on  that  volume. 

Mr.  Wilson.  Yes,  sir. 

Mr.  Stephens.  And  what  was  that? 

Mr.  Wilson.  On  the  turnover,  it  would  be  about  2.05  as  near  as  I 
can  figure  it.  There  may  be  a  little  variation  when  we  get  our  final 
figures. 

Mr.  Stephens  What  is  your  capital  and  surplus  invested  in  your 
business. 

The  Chairman.  Did  we  not  go  over  that? 

Mr.  Wilson.  Yes ;  that  was  covered. 

Mr.  Stephens.  Then  you  need  not  answer.  I  just  want  to  get  at  a 
few  things  so  as  to  clear  up  the  record. 

Mr.  Wilson.  I  would  like  to  say  there,  because  I  think  it  would 
be  interesting  probably  to  all  of  you  gentlemen,  that  we  are  a  little 
different  from  the  other  packing  concerns  in  this  respect,  that  our 
statement  is  a  combined  statement  covering  all  of  our  subsidiaries 
and  all  of  the  income  from  the  affiliated  companies. 

Mr.  Stephens.  And  this  2.05  per  cent  then  covers  every  sort  of 
income  of  your  company, 

Mr.  Wilson.  Yes,  sir. 

Mr.  Stephens.  That  includes  all  subsidiaries  of  every  kind  and 
character. 

Mr.  Wilson.  Yes,  sir;  that  is  on  the  turnover. 

The  Chairman.  But  not  the  foreign  business  as  I  understood. 

Mr.  Wilson.  Yes:  on  the  foreign  business. 

The  Chairman.  That  is  included  ? 

Mr.  Wilson.  Yes,  sir;  that  is  different,  of  course,  from  the  Food 
Administration  figures.  The  Food  Administration  figures  do  not 
include  those.  The  Food  Administration  figures  include  only  the 
controlled  business;  that  is,  that  part  of  the  business  that  came 
under  the  Food  Administration  regulation. 

Mr.  Stephens.  The  point  I  want  to  clear  up  is  whether  your  entire 
profits  of  every  kind  and  character  are  included  in  that  2.05. 

Mr.  Wilson.  Yes,  sir. 

Mr.  Stephens.  Now,  the  subject  which  T  think  is  of  the  most  im- 

f)ortance  to  me  and  probably  to  this  committee  is  the  proposed  legis- 
ation.  We  have  not  yet  had  a  witness  before  us  who  could  suggest 
any  sort  of  legislation  that  would  improve  the  conditions  that  are 
complained  of  by  both  the  producers  and  the  consumers.  So  I  would 
like  to  ask  you  whether  you  believe  the  main  difficulty  or  rather  the 
greatest  number  of  complaints  are  coming  from  the  producing  end 
or  the  consuming  end. 

Mr.  Wn.80N.  I  think  this  investigation  is  the  outgrowth  of  com- 

Elaints  from  the  producers,  but  I  think  those  complaints  are  not 
ased  on  their  experiences  during  the  past  few  years,  but  possibly 
on  their  experiences  during  a  number  of  years,  many  years  ago; 
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and  I  want  to  say  that  I  do  not  think  those  complaints  repre>ent 
the  feeling  of  the  producers  as  a  whole.  This  complaint,  if  my  sixe 
up  of  the  situation  is  correct,  starts  with  what  is  known  as  the  market 
oomniittoe  of  the  National  Live  Stock  Association. 

Now  that  market  committee,  or  that  National  Live  Stock  Associa- 
tion, does  not  represent  the  producers  of  this  country.  In  the  first 
place,  thev  do  not  claim  to  represent  many  of  the  producers  of  cattle 
west  of  tW  Missouri  River.  They  do  not  represent  any — I  think 
I  am  correct  in  this — they  do  not  i-epresent  in  the  sense  of  an  author- 
ized representation  the  hog  raisei*s  of  the  country  at  all,  and  only  in 
a  limited  way,  I  think,  the  sheep  raisei-s:  and  many  producers  in  the 
country  are  well  satisfied  with  the  conditions  that  now  exist;  an^l 
this  representation  which  I  think  is  the  basis  of  these  hearings  grows 
out  of  situations  that  these  men  who  are  back  of  it  had  es{>eri  • 
ences  with  many,  many  years  ago,  and  I  do  not  think  they  repre-*i»«t 
the  true  conditions  of  the  farmers  or  the  producers.  Now,  I  do  not 
w*ant  you  to  get  the  impression  that  I  am  criticizing  the  work  of 
that  American  National  Live  Stock  Association,  because  I  think  thai 
aKscK*iation  probably  has  dcme  a  lot  of  good,  and  I  believe  that  ihvy 
niigiit  have  done  a  lot  more  good,  and  I  believe  they  might  have  done 
a  great  deal  of  good  in  this  matter,  had  they  started  out  with  the  ide« 
OT^constructing  something  rather  than  destroying  something.  And, 
in  saying  that,  I  say  it  purely  to  give  you  my  view  of  the  •situation 
and  not  to  criticize  them. 

Mr.  SxEriiEXS.  As  I  understand  it,  we  all  recognize  that  the  con 
ditions  are  now  fairly  satisfactory  to  the  producers  due  to  war  <'Oti. 
ditions,  but  they  anticipate  that  as  soon  as  this  war  is  over,  we  will 
go  buck  again  to  the  Mime  old  conditions  of  wild  flurtuation<<  €if 
prices,  so  that  the  producer  is  so  uncertain  of  the  result  that  he  hesi- 
tates to  go  in  the  business.  Now,  what  in  your  judgment  makes  thr 
market  for  meat  animals? 

Mr.  Wn>««oN.  I  think  a  number  of  things.  I  think  the  law  of  sop- 
plv  and  demand  controls  the  market. 

^Ir.  Stephens.  The  need  of  the  packers  for  supplies  and  the  need 
of  the  consumers  for  meat  ? 

Mr.  WniiON.  Yes,  sir;  that  to  a  very  great  extent  controls  thf» 
situation. 

Mr.  Stephens.  But  you  never  bid  more  for  a  meat  animal  than  you 
are  compelled  to  bid  for  it  by  reason  of  the  competition  you  haret 

Mr.  ^\  lusuN.  I  beg  your  pardon. 

Mr.  Stephens.  I  say  you  never  bid  more  for  a  meat  animal  than 
the  competition  requires :  that  is,  in  buying  meat  animals  for  slsnffh* 
ter  you  oid  just  wnat  the  competition  requires  that  yon  should  bid 
in  order  to  get  the  animals  or  the  necessary  supplies  to  keep  the^ 
plant  going. 

Mr.  WoMN.  That  is  not  always  so.  During  the  past,  few  moDtK< 
on  the  hog  market,  for  instance-^^ — 

Mr.  Stephens  (interposing).  Of  course,  that  is  arbitrary.  The 
law  compels  you  to  do  tnat,  or  the  agreement  you  have;  but  I  me«in 
ordinarily. 

Mr.  HAMU.TON.  I  do  not  think  he  finished  that  an.swer. 

Mr.  WruH)N.  T  was  going  to  say  under  the  arrangement  for  the 
Ftahilization  of  the  price  of  hogs,  in  many  rases  we  nave  bid  more 
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than  the  competition  required  us  to  bid,  and  in  many  cases  more 
than  the  seller  of  the  animals  asked  for  them,  in  order  to  carry  out 
the  instructions  of  the  Food  Administration  and  the  agreement  that 
we  made  with  them  and  the  producers. 

Mr.  Stephens.  The  price  paid  for  meat  animals  in  a  great  measure 
<lepends  largely  on  the  ease  with  which  you  pass  the  dressed  meat 
on  to  the  consumer.  If  the  demand  is  great  and  it  passes  freely 
jou  bid  up  liberally. 

Mr.  Wilson.  Generally  speaking  that  would  follow ;  yes,  sir. 

Mr.  Stephens.  Then  the  consumer  really  keeps  the  price  of  meat 
animals  down  if  he  refuses  to  buy,  and  if  he  buys  liberally  the  prices 
of  meat  animals  advance ;  that  is  the  general  operation,  is  it  not  ? 

Mr.  Wilson.  I  think  generally  that  is  correct ;  yes,  sir. 

Mr.  Stephens.  Then  the  producer  is  really,  as  a  matter  of  fact, 
at  the  mercy  of  the  consumer  and  the  distributor.  He  has  no  option 
in  the  matter  at  all.  He  has  to  take  whatever  the  consumer  forces 
you  to  pay? 

Mr.  Wilson.  No;  I  would  not  say  that.  I  think  the  producer  has 
a  say — ^a  pretty  strong  say — in  the  price  he  takes  for  his  stuff.  The 
men  who  represent  him  on  the  market  are  pretty  familiar  with  the 
condition  ot  the  consuming  market  in  the  Ea^  and  all  over  the 
country.  They  are  awake  to  the  situation  and  they  are  constantly 
striving  to  keep  the  level  at  a  point  where  it  will  show  a  satisfactory 
return  to  the  owner  of  the  stuff. 

Mr.  Stephens.  Still,  that  is  a  very  narrow  field  in  which  he  has 
an  influence.  He  certainly  could  not  run  up  the  price  of  animals  in 
Chicago,  for  example,  or  in  Omaha,  above  the  prices  in  other  market 
centers  without  disturbing  the  equilibrium  oi  the  whole  system  of 
distribution.  The  margin  is  very  narrow  in  which  the  commission 
man  can  influence  the  pBce. 

Mr.  Wilson.  Well,  that  depends  upon  the  conditions.  At  times 
he  has  considerable  influence.  At  times  of  short  receipts,  for  in- 
stance, he  has  a  very  great  influence. 

Mr.  Stephens.  Cfertainly,  the  producer  has  no  way  of  protecting 
himself  when  his  stuff  is  sent,  because  he  has  got  to  market  it;  or 
when  he  is  out  of  com  it  has  got  to  go  to  market,  and  when  the  stuff 
is  fat  he  loses  if  he  feeds  it  any  longer.  He  has  to  sell  whenever  that 
product  is  ready  for  the  market,  and  he  has  to  sell  at  whatever  the 
market  is  that  day.    I  think  that  is  a  fact,  is  it  not? 

Mr.  Wilson.  Substantially  so  on  fat  stuff.  He  has  within  a  limited 
period  got  to  market  that  stuff.  Of  course,  he  can  manage  to  hold  it 
for  days  or  maybe  for  weeks  without  any  substantial  loss,  and  in  the 
meantime  he  is  in  touch  with  the  market.  He  is  advised  every  day 
by  his  commission  man,  either  by  letter,  telegram  or  telephone,  and 
he  is  in  pretty  close  touch  with  the  market  and  they  consult  with  each 
other,  and  he  is  pretty  close  to  the  situation  before  he  ships  them  as 
a  rule. 

Mr.  Stephens.  But  when  he  sells  it.  he  sells  it  without  any  regard 
to  the  cost  of  production;  that  is  a  fact,  is  it  not — ^that  is,  you  do 
not  buy  the  stuff  with  any  regard  whatever  to  what  it  cost  to  produce 
it. 

Mr.  Wilson.  I  think  the  cost  has  considerable  bearing. 
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Mr.  Stephens.  I  would  like  for  you  to  tell  me,  when  you  go  oot  in 
the  market  to  buy  beef,  where  the  cost  of  production  has  any  relation 
to  the  price. 

Mr.  Wilson.  Our  buyer  when  he  is  out  in  the  yards  buying  beet 
and  all  the  buyers  are  in  contact  by  representation  with  the  owner  of 
that  stuff 

Mr.  Stephens.  Does  he  ask  him  what  it  cost  him  to  produce  it? 

Mr.  Wilson.  No  ;  he  asks  how  much  he  wants  for  it,  to  start  with, 
and  they  naturally  have  had  experience — ^they  are  experienced  men 
and  most  of  them  are  men  who  have  had  experience  themselves  in  the 
feeding  and  raising  of  cattle,  and  they  naturally  keep  in  pretty  close 
touch  with  the  situation.  They  see  that  side  of  the  situation  because 
they  are  among  them  all  the  time,  and  the  commission  men  are  sin^* 
ing  that  song  all  the  time.  They  never  overlook  an  opportunity  if 
the  market  is  depressed  to  show  our  men  that  this  is  below  cost  of 
production,  and  that  is  true  of  the  newspapers,  and  everybody  el^, 
and  the  figures  are  there,  and  the  agricultural  colleges  are  keeping 
that  subject  before  our  minds  all  the  time  and  before  the  minds  of  our 
buyers  all  the  time. 

Mr.  Stephens.  You  would  not  pay  any  more  for  it  if  it  was  below 
the  cost  of  production.  How  could  you  compete  with  the  other  pack* 
ers  if  you  aid  that?    You  would  have  to  go  out  of  business. 

Mr.  Wilson.  We  do  pay  more  at  times. 

Mr.  Stephens.  A  fraction,  perhaps,  but  that  does  not  cnt  ant 
figure  in  the  main  body  of  prices  which  the  producer  gets. 

Mr.  Wilson.  No,  but  what  I  mean  to  convey  is,  that  that  atmos- 
phere has  an  influence  on  the  general  proposition  always.  It  is  al- 
ways there. 

Mr.  Stephens,  You  see  that  the  market  is  leveled  up. 

Mr.  Wilson.  It  keeps  before  the  buyers  and  the  people  generally 
the  cost  of  production. 

Mr.  Stephens.  The  point  I  want  to  get  at  is  whether  or  not  we  can 
find  any  solution  for  stabilizing  of  the  price,  and  creating,  if  possible, 
a  relationship  between  the  cost  of  production  and  what  the  meat  i< 
sold  at ;  that  is  what  I  am  trying  to  get  at  in  these  inquiries.  Now, 
I  think  most  of  the  men,  in  fact  all  of  them  who  have  been  on  the 
stand  here,  have  admitted  that  there  is  absolutely  no  relationship 
whatever  and  nobody  ever  pretends  there  is  between  the  price  of  meat 
animals  and  what  it  costs  to  produce  them. 

Mr.  Wilson.  Well,  I  would  not  agree  with  them.  There  have 
probably  been  men  here  whose  experience  is  worth  more  than  mine« 
perhaps,  but  I  do  not  agree  with  them  entirely.  ^ 

Mr.  Stephens.  I  have  propounded  those  questions  to  all  yoor  com- 
petitors, and  they  have  all  admitted  that  practically  tliere  is  no 
such  relationship. 

Mr.  Wilson.  1  do  not  always  agree  with  my  competitors. 

Mr.  Stephens.  Now,  Mr.  Wilson,  here  is  a  suggestion  I  want  to 
submit  to  you  for  your  candid  opinion.  It  may  be  worth  aomethinj; 
or  it  may  not.  I  think  the  testimony  of  every  one  is  that  meat  ani- 
mals can  not  be  graded  on  their  feet  as  you  grade  grain. 

Mr.  Wilson.  Utterly  impossible. 

Mr.  Stephens.  Now,  can  they  be  graded  after  they  are  slaughterpd. 
Is  that  a  practical  proposition? 
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Mr.  Wilson.  No  ;  it  is  not  i)ractical.  Now  let  me  tell  you  why  and 
I  think  you  will  recognize  it  right  away.  There  is  as  much  difference 
in  meat  animal^  as  there  is  in  people.  There  are  not  any  two  people 
aUke,  you  know,  and  there  are  not  anjr  two  animals  alike.  You  will 
get  some  that  look  very  much  alike  alive,  and  those  two  that  look  the 
nearest  alike  alive  will  look  a  great  deal  different  or  more  different 
dead  than  two  that  looked  less  alike  alive.  And  while  that  is  an  ex- 
aggeration of  the  situation,  there  are  differences  in  every  animal 
somewhere,  and  those  differences  have  influences  more  or  less  on 
the  value  of  those  animals  in  meat. 

Mr.  Stephens.  Now,  when  you  get  a  carload  of  beef  animals,  can 
not  you  slaughter  that  carload  of  beef  animals  and  after  it  is 
slaughtered,  will  it  not  fall  within  a  certain  number  of  grades,  maybe 
three  grades;  but  it  will  naturally  fall  within  certain  grades  after 
it  is  slaughtered,  will  it  not? 

Mr,  Wilson.  You  might  on  one  car,  but  then  on  the  next  car  it 
would  fall  into  a  dozen  grades  or  fifteen  grades,  or  as  many  grades  as 
there  are  cattle  in  the  car. 

Mr.  Stephens.  Is  there  any  diflSculty  in  your  grading  after  it  is 
slaughtered.  You  know  whether  it  is  prime  beef  or  not,  and  whether 
it  will  fall  within  a  certain  range.  You  have  to  sell  it  according  to 
some  standard  when  you  go  to  market  it. 

Mr.  Wilson.  We  sell  it  when  it  goes  to  market  on  its  uidividual 
merits.  The  man  who  buys  it  comes  in  there  and  looks  at  it,  picks 
it  out,  and  the  man  who  sells  it  trades  with  that  man  on  the  indi- 
vidual merits  of  that  carcass  of  beef,  and  on  nothing  else. 

Mr.  Stephens.  Are  there  so  many  different  grades  of  meat?  How 
many  would  you  say  there  are  in  the  average  run  of  fat  b^ef  ? 

Mr.  WHiSON.  Oh,  a  great  many,  and  it  will  vary. 

Mr.  Stephens.  A  dozen? 

Mr.  Wilson.  That  will  vary  according  to  the  season  as  we  go 
along.  You  have  so  many  different  conditions;  you  have  have  your 
corn-fed  cattle,  you  have  the  distillery-fed  cattle,  you  have  the  grass- 
fed  cattle,  vou  have  the  slop-fed  cattle,  and  then  the  part  grass  and 
part  corn  fed  cattle,  and  the  short-feed  cattle,  and  the  long  corn-fed 
cattle — there  are  so  many  conditions  that  enter  into  it  that  it  is  an 
endless  proposition. 

Mr.  Stephens.  Now,  you  either  have  to  guess  at  the  price  yon  pay 
for  that  3tuff  or  else  ascertain  the  grade  of  it  when  you  go  to  sell  it? 

Mr.  Wilson.  I  did  not  just  get  that. 

Mr.  Stephens.  When  you  buy  it,  you  buy  it  by  guess ;  that  is,  you 
guess  that  these  animals  will  grade  such  and  such  a  grade,  and  you 
pay  for  them  according  to  your  estimate? 

Mr.  WHiSON.  Yes,  sir. 

Mr.  Stephens.  It  may  be  right  or  it  may  be  wrong,  and  you  may 
cheat  yourself  or  you  may  cheat  the  customer? 

Mr.  Wilson.  Yes,  sir;  that  is  according  to  the  estimate  of  our 
buyer, 

Mr.  Stephens.  Now,  when  you  go  to  the  slaughterhouse  with  it 
and  slaughter  it,  you  dispose  of  it  then  at  various  prices  that  you 
place  upon  the  quality  of  that  stuff? 

Mr.  Wilson.  No;  we  do  not  dispose  of  it  then  at  all.  We  ship  it. 
We  break  up  maybe  that  car  into  half  a  dozen  different  lots,  and  they 
go  to  different  markets  scattered  throughout  the  country. 
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Mr.  Stephens.  Then  your  local  agent  who  disposes  of  it  placii?  an 
estimate  on  the  relative  value  of  the  diflPerent  carcasses? 

Mr.  Wilson.  Yes ;  I  presume 

Mr.  Stephens  (interposing).  Then  he  grades  it.  Of  course,  flic 
point  I  am  trying  to  make  is  that  if  it  is  not  practicable,  of  course, 
the  theory 

Mr.  Wilson  (interposing).  Just  let  us  take  that  same  car.  The 
agent  in  the  country  may  not  see,  no  agent  may  see,  half  of  tbrtse 
cattle  because  they  may  grade  into  cutters  or  into  canners,  or  they 
may  be  condemned,  nobody  can  tell.  A  great  many  of  thoni  are  ton- 
demned,  and  the  agent  only  gets  finally — I  mean,*  if  what  is  left  of 
that  lot  of  cattle  is  shipped  out  to  our*  branch  houses,  the  combine*! 
judgment  then  not  on  the  entire  car  but  only  on  a  part  of  the  car 
that  was  shipped,  because  part  of  it  may  never  leave  tlie  packing 
house  in  the  shape  of  dressed  beef. 

Mr.  Stephens.  If  it  is  not  practicable,  of  course,  the  suggestion  I 
had  in  mind — and  you  no  doubt  have  thought  of  it  many  times  Your- 
self— ^would  fail,  and  would  not  be  of  any  service  to  us;  but  when  % 
man  out  at  a  country  elevator  buys  a  carload  of  wheat  he  sells  it  that 
day  on  the  market  because  it  may  be  six  weeks  before  the  wheat  itself 
can  ever  get  to  the  market,  and  wheat  may  be  10  cents  a  bushd 
higher  or  10  cents  a  bushel  lower.  He  sells  it  that  day  on  the  market 
to  avoid  any  loss. 

Mr.  Wilson.  Yes. 

Mr.  Stephens.  Now,  then,  my  thought  was  this,  to  avoid  the  tre- 
mendous loss  that  feeders  sustain — ^because  out  in  my  country  dozens 
of  them  were  bankrupted  in  1915.  I  could  count  in  mv  own  neigh- 
borhood eight  or  ten  men,  three  or  four  of  whom  all  out  lost  their 
farms  because  thev  had  filled  up  their  feed  yards. 

Mr.  Wilson.  Was  that  the  time  of  the  foot-and-mouth  disease! 

Mr.  Stephens.  Yes :  and  then  when  they  got  their  whole  com  crop 
into  those  animals  and  took  them  back  to  the  market,  they  not  only 
lost  their  com  crop  but  very  nearly  lost  their  farms  b^des.  Now, 
what  I  am  trying  to  get  at,  Mr.  Wilson,  is  this:  As  lon^  as  these 
fluctuations  in  prices  prevail,  no  man  witn  certainty  can  feed  cattle 
He  might  just  as  well  gamble  on  the  board  of  trade  and  be  done  with 
it.  There  is  not  any  sense  in  his  going  to  all  this  trouble  of  hauling 
out  manure  and  hauling  feed  in  to  the  animals  if  this  is  to  be  merelj 
a  gamble ;  now,  if  thiis  matter  of  grading  the  slaughtered  animals  is 
feasible  and  practicable  I  can  seen  then  how,  when  the  producer  goes 
to  the  stockyards  and  buys  his  carload  of  stockers,  or  attempts  to 
buy  them,  he  would  immediately  find  out,  first,  what  are  fat  steen 
going  to  be  worth  on  the  future  market,  six  months  hence,  just  as  he 
does  on  his  grain. 

Mr.  Wilson.  Now,  just  follow  that 

Mr.  Stephens  (continuing).  And  then  he  would  hedge  on  the 
price  of  his  cattle  and  he  would  maintain  an  equilibrium  between  the 

Erice  of  feeders  and  the  price  of  fat  animals,  because  he  would  not 
uy  his  feeders  unless  there  was  a  spread  between  the  cost  of  those 
feeders  and  the  cost  of  the  fat  beef  ne  was  then  contracting  to  di^ 
pose  of  six  months  hence  after  he  had  fed  his  corn  crop.  Now,  if  the 
slaughtering  and  grading  of  the  animals  is  feasible,  it  appears  to  nte 
tliat  we  can  deal  in  the  future  exactly  as  we  deal  in  grain ;  in  other 


QOVEBNMEKT  COISTTROL  OF  MBAT-PAOKIKG  TKOVSTBY.      1287 

words,  hedge  or  protect  ourselves  against  this  wild  fluctuation  in 
prices  that  takes  place  between  the  day  the  producer  buys  the  feeder 
and  the  day  he  brings  it  back  fat. 

Mr.  Wilson.  Of  course,  that  plan  is  not  feasible,  and  then  I  ques- 
tion whether  it  is  a  desirable  thing  to  undertake  to  legislate  to  cover 
a  very  unusual  situation.  The  situation  that  you  referred  to  in 
1915- — 

Mr.  Stephens  (interposing).  There  is  always- 


Mr.  Wilson  (continuing).  That  was  an  outgrowth  of  a  calamity 
in  the  country. 

Mr.  Stephens.  It  certainly  was. 

Mr.  WiMON.  And  it  had  to  be  handled,  and,  of  course,  all  those 
cattle  were  rushed  to  the  market  and  there  was  no  outlet  or  no  market 
for  them.    That  was  a  very  unusual  condition. 

Mr.  Stephens.  I  know  that. 

Mr.  Wilson.  And  probably  in  our  experience  will  never  happen 
again.  I  hope  it  will  not.  Now,  the  fluctuation  of  the  market,  to 
my  notion,  is  caused  primarily  by  the  over  and  short  supply  on  the 
market.  Now,  you  do  not  have  to  grade  the  cattle  and  grade  every 
carcass  of  beet  if  the  cattle  are  intelligently  marketed,  and  that  is  a 
point  I  touched  on  yesterday ;  some  cooperation  between  the  Govern- 
ment and  the  packers  and  the  producers  to  stabilize  these  receipts,  as 
has  been  done  during  the  past  three  months  on  hogs,  the  results  of 
which  I  think  you  know,  because  I  see  you  are  intelligent  on  the 
question.  This  will  eliminate,  I  think,  a  great  deal  of  the  difficulty 
of  the  producer.  Of  course,  we-  must  not — the  packer  can  not  and 
the  proaucer  must  not — lose  sight  of  the  fact  of  the  great  consuming 
people.    They  have  to  be  considered. 

Mr.  Stephens.  I  propounded  that  question  as  suggested  by  your 
answer  to  Mr.  Armour  or  to  Mr.  Swift,  I  do  not  remember  now  just 
which  one. 

Mr.  Wilson.  Well,  I  went  into  it  pretty  extensively  yesterday,  as 
to  my  thoughts  on  the  matter. 

Mr.  Stephens.  Then  vou  are  in  sympathy  with  the  idea  that  some 
sort  of  a  system  might  be  worked  out  whereby  the  Government,  the 
producer,  the  distributor,  and  the  consumer  might  cooperate  with  a 
view  to  stabilizing  these  prices,  so  that  these  violent  fluctuations 
would  not  be  creating  this  enormous  waste. 

Mr.  Wilson.  Quite  so.  I  am  very  much  opposed  to  these  severe 
fluctuations.  They  are  hurtful  to  the  producer,  I  know,  and  they 
are  not  helpful  to  the  packer.  I  think  they  are  bad  things  and  I 
would  like  to  see  them  eliminated.  I  would  like  to  see  the  producer 
get  a  fair  price  for  his  stuff  as  he  goes  along,  a  profit  on  his  invest- 
ment and  some  fair  consideration  tor  his  labor  and  his  experience, 
and  yet  I  would  not  like  to  see  it  up  to  a  point  where  the  consumer 
has  got  to  carry  all  the  burden;  that  is,  an  excessive  burden  or  an 
unnecessary  burden,  and  I  do  not  think  that  is  necessary.  I  think. 
and  I  have  always  thought  and  I  have  stated  it  many  times,  that  a 
great  many  of  the  troubles  of  the  producers  would  have  been  elimi- 
nated, especially  during  the  past  three  or  four  years,  if  they  had 
been  willing  to  sit  around  the  table  with  us  and  thresh  out  their 
troubles  and  reach  a  common  ground,  never  losing  sight  of  the  inter- 
ests of  the  consumer.  Now  that  has  to  be  worked  out  with  the  co- 
opei^tion,  in  my  opinion,  of  the  Department  of  Agriculture. 

99927— 19— PT  4 13 
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Mr.  Stepuens.  Well,  I  would  suggest,  Mr.  Wils<Hi,  that  while  your 
organization  is  together  down  there — ^I  mean  this  organization  of  con- 
sumers, producers,  and  distributors — ^that  you  work  out  some  sort  of 
system  that  is  intelligible  and  one  that  can  be  put  into  operation  and 
suggest  it  to  us.  In  my  j  udgment  there  has  been  no  solution  yet  offered 
to  this  committee  that  is  worth  anything. 

Mr.  Wilson.  I  was  invited  out  to  Missouri  by  the  farmers  of  Mis- 
souri last  week  to  talk  to  them^  and  that  included  the  Missouri  Live 
Stock  Association,  which  I  addressed  on  the  following  day,  and  the 
substance  of  my  talk  was  along  thotse  lines,  and  I  think  that  can  lie 
brought  about  by  a  proper  organization  of  the  producers,  to  start  with. 
I  think  that  has  been  a  great  weakness.  They  have  not  oecn  properlv 
organized,  organized  on  the  basis  of  constructive  work,  and  I  think 
that  is  to  be  regretted,  and  I  believe  that  ultimately  something  alon^ 
that  line  will  happen.  I  do  not  know  just  when,  but  I  think  it  is  bound 
to  come,  and,  as  I  stated  to  those  gentlemen,  and  as  I  will  state  to  you« 
my  sincerity  in  that  suggestion  is  surely  shown  by  the  recommenda- 
tion, because  if  I  did  not  feel  that  it  was  in  the  interest  of  the  geneml 
industry,  I  certainly,  as  a  packer,  would  be  able  to  handle  a  dis- 
organized organization  of  the  producers  better  than  I  could  a  well- 
or^nized  one,  if  I  wanted  to  take  advantage  of  it. 

Mr.  Stephens.  It  certainly  is  not  to  your  advantage  to  have  the 
producers  play  a  gambling  game  in  furnishing  you  your  raw  material. 

Mr.  WiusoN.  It  is  not;  and  in  mv  opinion  that  difficulty  can  Ik* 
pretty  much  overcome  by  intelligent  nandling  of  the  situation  on  the 
part  of  the  producers.  They  have  plenty  of  brains  in  the  count  ry. 
oome  of  the  smartest  men  in  the  country  are  producers  or  feeders 
of  cattle,  and  if  they  will  take  thoe^  brains  and  put  them  together 
and  get  back  of  them  and  give  them  authority,  a  great  deal  of  their 
trouble  will  be  overcome,  because  those  men  can  cooperate.  If  they 
will  meet  with  the  packers  and  cooperate  with  the  Government,  with 
the  idea  of  improving  the  whole  situation,  good  will  be  the  outcome^ 
and  it  does  not  require  any  legislation  to  do  that. 

Mr.  Stephens.  It  ought  to  be  done  before  this  food  control  is 
released. 

Mr.  Wilson.  I  do  not  think  that  is  necessary.  I  do  not  think  fotnl 
control  is  necessary.  I  have  no  objection  to  the  food  control.  I  want 
vou  to  understand  that,  but  I  think  the  Department  of  Agriculture 
Las  the  machinery  t4>  do  it  just  as  well. 

Mr.  Stephens.  Thev  mav  have  the  machinerv,  but  thev  have  nt>l 
the  power  to  do  it.    They  can  not  affect  prices  at  all  as  it  stan4ls  now. 

Mr.  Wilson.  They  do  not  have  to  touch  on  the  price  question  at  all. 

Mr.  Decker.  Let  us  not  misunderstand  this  matter.  You  and  Mr, 
Stei)hens  are  seminglv  agreeing,  but  knowing  Mr.  Stephens  as  I  do,  I 
think  you  have  sonietKing  in  your  mind  about  the  food  adminLstratit»Q 
fixingthe  price, 

Mr.  Stephens.  No  ;  I  have  not.  I  think  there  should  be  some  sort  <»f 
an  arrangement  whereby  there  should  he  a  relationship,  well  define^l. 
l»etween  the  cost  of  production  and  distribution,  so  that  it  would  ik>C 
lie  n  gamble,  as  it  is  now.  For  instance,  in  the  stabilizing  of  the  pro- 
durtion  of  wheat,  whether  it  be  $2  a  bushel  or  $1.50  a  bushel  or  ^1  a 
bu«4iel,  if  it  can  be  fixed  from  year  to  year  so  that  the  man  who  is 
going  to  grow  the  crop  knows  how  he  is  going  to  come  out,  be  will 
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grow  it  and  not  be  in  doubt,  and  have  an  absolute  certainty  about  it, 
and  the  country  would  never  be  in  any  question  about  the  food  supply. 

Mr.  Wilson.  Understand,  Mr.  Stephens,  I  am  not  saying  it  is  pos- 
sible to  stabilize  cm*  to  set  a  price  from  season  to  season  or  from  month 
to  month  on  live  stock  or  food  animals;  but  I  am  saying  that  a  lot  of 
these  fluctuations  and  a  lot  of  the  difficulties  that  the  industry  has 
been  up  against  can  be  eliminated  by  proper  cooperation. 

Mr.  Stephens.  I  think  that  is  all  1  have  to  ask,  Mr.  Chairman. 

The  Chairman.  I  believe  the  next  member  on  the  call  is  Mr. 
Winslow. 

Mr.  Wilson.  Mr.  Chairman,  may  I  follow  up  that  statement  I 
made  in  answer  to  Mr.  Stephens  ? 

The  Chairman.  Certainly. 

Mr.  Wilson.  In  connection  with  that  visit  I  made  to  Missouri,  I 
made  it  my  business  to  inquire  of  practically  every  man  I  met  out 
there,  whether  he  was  represented — that  is,  every  producer  or  feeder 
I  met — whether  he  was  represented  through  the  National  Live  Stock 
Association,  and  I  think  I  can  say  I  got  a  negative  answer  from  every 
one  of  them;  and  in  that  connection  I  would  like  to  read  here  a  clip- 
ping, or  a  copy  of  a  clipping,  from  the  Denver  Post,  of  January  23, 
1919,  headed  "  Montana  Opposes  Live  Stock  Control." 

association  wiijy  withdraw  from  national  body  if  bill  is  indorsed. 

Helena,  Mont.,  January  23. 

The  Montana  Stockgrowers'  Association,  in  session  here  Wednesday,  went  on 
record  against  Government  ownership  and  operation  of  live  stock  facilities  as 
proposed  by  the  Sims  bill  now  before  Congress  and  said  to  have  the  Indorse- 
ment of  the  National  Live  Stock  Association. 

The  Montana  association  also  notified  the  national  boily  that  If  it  lndorse<l 
the  legislation  contemplated  by  the  Sims  bill,  which  would  have  the  Gov- 
ernment take  over  packing  plants,  stockyards,  refrigerator  cars,  an<l  other 
facilities,  the  Montana  association  would  withdraw  from  membership. 

Now,  I  have  had  a  number  of  letters  from  stock  raisers  and  feeders 
and  breeders  around  the  country.  I  am  not  going  to  burden  you  or 
the  record  with  those.  I  just  want  to  cite  one  instance  of  a  gentle- 
man I  met  this  morning,  Mr.  Warren  McRea,  of  Kentland,  Incl.,  who 
is  one  of  the  largest  breeders  of  Hereford  cattle  in  this  country ;  and 
he  told  me  his  name  appears  as  a  director  of  that  association,  the 
National  Live  Stock  Association,  but  that  he  has  never  attended  a 
meeting  and  has  never  been  consulted  in  any  shape  on  the  matters 
that  they  have  been  undertaking  to  handle,  and  that  he  never  knew 
who  made  him  a  director  or  why  he  was  made  a  director. 

Mr.  Winslow.  Mr.  Wilson,  I  would  like  to  ask  you  to  tell  us  what 
properties  represented  by  securities  Sulzberger  &  Sons  Co.  had  to 
sell  to  the  bankers. 

Mr.  Wilson.  They  had  their  packing  plants  in  Chicago,  they  had 
a  packing  plant  at  Oklahoma  City,  and  a  packing  plant  at  Kansas 
City 

Mr.  WiNSi/)w  (interposing).  To  save  time^  I  do  not  care  what  the 
physical  properties  were,  but  w^hat  the  securities  were  that  they  had 
to  sell.    What  did  Sulzberger  &  Co.  own  ? 

Mr.  Wilson.  You  mean  what  was  their  stock  issue  at  that  time? 

Mr.  WiKsiiOw.  Yes. 

Mr.  Wilson.  Twenty  million  dollars  of  common  and  $10,000,000  of 
preferred  stock. 
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Mr.  WiNSLOw.  They  had  that  a^  an  equity  of  their  own  ? 

Mr.  Wn^soN.  Of  course,  the  stockholders  had  that. 

Mr.  WiNSLOw.  Yes. 

Mr.  Wilson.  And  the  Sulzbergers  had  all  of  the  common  stock 
at  that  time,  when  they  opened  the  negotiations  with  the  bankers, 
but  only  a  portion  of  tlie  preferred  stock. 

Mr.  WiNSLOw.  So  that  what  they  actually  sold  or  what  was  olTered 
for  sale  was  the  conunon  stock  to  the  extent  of  $20,000,000,  and  the 
preferred  stock  under  some  kind  of  an  arrangement,  I  presume? 

Mr.  Wilson.  No;  I  do  not  think  their  transaction  ever  contem- 
plated the  sale  of  their  preferred  stock  which  they  had. 

Mr.  WiNSLOw.  So  the  preferred  stock  never  came  into  the  hands  of 
the  bankers  i 

Mr.  Wilson.  No. 

Mr.  WiNSLOw.  Then  we  can  disregard  that  in  following  out  the 
the  development  of  the  financial  traiusactions  thereafter? 

Mr.  Wilson.  Yes,  sir. 

Mr.  WiNSLOw.  For  wjiat  consideration  did  thej'  turn  over  th« 
$2(),()()0.()()()  of  coniiiKm  stwk  to  the  hankers? 

Mr.  WiiflON.  That  consideration' was,  as  I  stated  yesterday,  an 
agreement  on  the  part  of  the  bankers  to  finance  a  bond  issue  suticient 
to  take  up  the  then  maturing  $8,000,000  of  debentures,  and  furnish 
some  additional  caj)ital  in  the  business.  I  am  not  clear  as  to  the  total 
amount,  but  I  thmk  they  contemplated  about  a  $15,000,000  bond 
issue  to  take  up  the  $8,000,0000  of  outstanding  debentures,  which 
were  about  due,  and  furnish  the  additional  money  for  working 
capital,  and  then  a  certain  price,  the  amount  of  which  I  do  not 
know,  Mr.  Winslow,  for  the  common  stock.  They  paid  something 
for  some  of  the  common  stock.  That  transaction  I  have  not  in  my 
mind,  and  I  have  not  tried  to  refresh  myself  on  it,  because  it  is  fully 
covered  in  the  Federal  Trade  Commission  report,  and  it  is  scHoe* 
thing  I  was  not  interested  in  because  it  all  happened  prior  to  my 
having  anything  whatever  to  do  with  the  company. 

Mr.  WixsLow.  Were  the  Sulzbergers  and  those  you  might  call 
their  imediate  associates,  the  directors  and  officers  of  the  company, 
appearing  in  any  way  as  security  on  loans  or  other  obligations  of 
tnc»  ro!  poration 

Mr.  Wilson.  Were  they  at  that  time? 

Mr.  Winslow.  From  which  they  were  getting  release  by  virtue  of 
th\<  trnnsfor? 

Mr.  Wilson.  I  do  not  know,  Mr.  Winslow. 

Mr.  Winslow.  I  will  tell  you  just  what  I  am  trying  to  establish. 
I  want  to  find  out  just  what  the  object  of  Sulzberger  &  Co.  was  for 
falling  out,  and  who  was  benefited  by  it  among  those  connected  with 
the  original  corporation. 

Mr.  WiusoN.  Well,  I  think  their  object  probably  was  to  protect 
what  they  would  have  left.  I  think  they  felt  at  that  time  that  they 
were  due  for  a  collapse  in  the  business.  I  think,  in  other  words,  they 
c»\|M»«tcd,  unloss  s^miotliing  radinil  was  d<me,  that  that  business  wi^ 
going  to  fail,  and  they  wanted  to  protect  their  preferred  stock  inter- 
ests and  make  some  value  or  to  attach  some  value  to  what  might  be 
left  to  them  of  any  common  stock  that  they  kept. 

Mr.  WiKSLOw.  So  it  is  fair  to  assume  that  the  company  was  in 
such  straits  that  those  who  controlled  it  dispaired  of  its  future  and 
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felt  that  whatever  nominal  investment  they  had  in  the  company 
would  become  virtually  worthless  unless  taken  over  by  somebody 
else. 

Mr,  Wilson.  Yes,  sir. 

Mr.  WiNSLOW.  And  in  order  to  protect  whatever  book  value  they 
had,  or  real  value,  in  the  preferred  securities,  they  were  willing  to 
let  the  whole  thing  go  into  other  hands. 

Mr.  Wilson.  Yes,  sir. 

Mr.  WiNSLow.  Now,  that  puts  aside  the  Sulzberger  interests. 

Mr.  Wilson.  Yes,  sir. 

Mr.  WiNSLOW.  And  brings  it  up  to  the  bankers. 

Mr.  Wilson.  Yes,  sir. 

Mr.  WiNSLow,  Now,  the  bankers  of  course,  beinff  bankers,  had  to 
operate  what  came  into  their  hands  in  a  way  to  maEe  some  profit  out 
of  it,  and  as  I  imderstand  it,  they  proceeded  to  make  an  arrange- 
ment with  you,  and  also  to  fumisn  necessary  capital  for  refundmg 
and  for  increasing  the  working  capital  of  the  company. 

Mr.  Wilson,  xes,  sir. 

Mr.  WiNSLOW.  The  refunding  was  done  on  the  debentures. 

Mr.  Wilson.  Yes,  sir. 

Mr.  WiNSLOw.  And  $8,000,000  of  them  were  cared  for. 

Mr.  Wilson.  That  was  done  after  I  went  with  them,  or  at  that 
time. 

Mr.  WiNSLow.  How  much  new  capital  actually  went  into  the  com- 
pany as  working  capital  ? 

Mr.  Wilson,  Well,  the  sale  of  $15,000,000  of  bonds  less  the 
$8,000,000  that  were  outstanding  at  that  time.  Then  an  additional 
$6,000,000  of  bonds  were  sold  of  the  same  series  later,  and  then 
recently  $20,000,000  of  10-year  debentures  went  into  the  business. 

Mr.  WiNSLOw.  But  no  money  from  the  sale  of  shares  of  stock  at  all. 

Mr.  Wilson.  No,  sir.  Well,  there  might  have  been — but  it  would 
be  so  small ;  we  had  a  little  preferred  stock  in  the  treasury  that  had 
not  been  issued,  and  that  was  authorized,  and  I  don't  remember  the 
amount,  but  it  might  have  been  a  quarter  of  a  million  dollars. 

Mr.  WiNSLOw.  As  far  as  the  present  corporation  is  concerned,  how 
much  will  they  have  to  pay  out  of  their  earnings  to  make  the  differ- 
ence between  the  amount  they  pay  for  the  retirement  of  their  bonds 
and  debentures  some  day,  and  the  amount  at  which  those  securities 
were  issued? 

Mr.  Wilson.  Well,  all  these  sales  were  not 

Mr.  WiNSLow  (interposing).  You  may  group  them  as  nearly  as 
you  can.    They  sold  at  90  or  more  to  the  bankers. 

Mr.  Wilson..  Well,  speaking  roughly,  I  would  say  that  would  cost 
the  company  between  three  million  and  four  million  dollars.  It  will 
cost  between  three  million  and  four  million  dolars. 

Mr.  WiNSLOw.  Ultimately,  that  is  the  cost. 

Mr.  Wilson.  Yes,  sir.  But  that  is,  of  course,  against  paying  inter- 
est on  borrowed  money,  which  might  more  than  offset  that. 

Mr.  WiNSLow.  It  might  be,  I  can  see, 

Mr.  Wilson.  Yes,  sir. 

Mr.  WiNSLOw.  Will  you  kindly  tell  me  if  I  am  right  in  this  con- 
clusion :  That  the  bankers,  by  their  operation  of  the  assets,  succeeded 
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in  establishing  a  going  business,  doing  the  work  that  you  are  doing, 
of  over  $400,000,W0  a  year,  giving  employment  to  over  20,000  peo- 
ple, furnishing  the  Government  another  competitor,  and  placing  sudi 
products  as  you  furnish  upon  the  market  for  consumers,  without 
which  we  would  have  had,  as  an  alternative^  a  broken-down  coneem 
which  would  have  been  removed  from  the  mdustry  altogether  save 
for  a  few  physical  assets  that  they  might  have  sold  to  some  other 
packer. 

Mr.  WiuBON.  That  is  true,  and  there  is  no  question  about  that 

Mr.  WiNSLow.  We  may  sum  it  up  in  this  way:  That  these  bankers, 
by  this  operation,  maintained  the  integrity'  of  all  of  the  preferred 
stock,  of  all  of  the  outstanding  bonds  and  debentures,  all  of  the 
merchandise  creditors,  and  all  the  common  stock  so  far  as  we  can  see 
at  the  present  time,  at  the  present  rate  of  progress. 

Mr.  WiuBON.  Yes,  sir. 

Mr.  Wixsix)w.  Well,  it  would  seem  to  me  they  had  done  something 
for  the  country  in  that  matter. 

Mr.  Wilson.  They  surely  have. 

Mr.  WiNSLOw.  Are  any  of  your  dividends  cumulative? 

Mr.  WiusoN.  Our  preferred  dividends  are;  yes,  sir. 

Mr.  WiNSLOw.  But  not  on  the  common. 

Mr.  Wn-sox.  No,  sir. 

Mr.  WiNSLow.  So  that  if  you  go  on  for  a  little  while  without  pay- 
ing dividends  on  the  $20,000,000  worth  of  common  stock,  you  un- 
doubtedly will  make  up  all  the  bonus  you  had  to  pay  for  the  floating 
of  the  bonds  and  reinsuring  the  existence  of  that  corporation? 

Mr.  Wni?oN.  We  have  alreadv  done  that,  sir. 

Mr.  WiNSLOw.  And  that  has  teen  done  and  charged  off. 

Mr.  WiNsiiOw.  Yes,  sir.  That  is.  it  was  all  charged  off  except  this 
last  bond  issue,  which  only  happened  a  month  ago. 

Mr.  AViLsoN.  Well,  that  i,s  in  the  regular  course  of  a  going  business 
which  is  successful. 

Mr.  Wiijsox.  Yes,  sir. 

Mr.  WinsijOW.  And  all  that  has  been  done  as  the  result  of  that 
tnrnc)vor  from  the  liankers  in  a  peri<Hl  of  four  or  five  year*. 

Mr.  Wii>*ox.  Three  years. 

Mr.  Wixsiiow.  Now  I  would  like  to  ask  you  what  iH'oss  profits  you 
have  made  since  the  turnover  from  the  old  corporation  to  the  new? 

Mr.  WiLS4»x.  When  you  say  **  gross  profits/'  that  is  before  interest 
arsil  il('j>n»<*iatinn  ( 

Mr.  WiNsunv.  Well,  lot  in  have  it  that  way. 

Mr.  Wii>oN.  Tlli^t^   million  <lolIars. 

Mr.  WiNSLow.  Thirtv  million  dollars  in  threi*  vears^ 

Mr.  AViix>N.  Y(»^.  ^ir. 

Mr.  WiNHi^>w.  That  i^  10  jK»r  cent  on  the  capitalisation  on  how 
inn«ii  :»t  par  valued 

Mr.  Wii.sox.  Do  yon  ^^av  10  per  rent  on  capitalization? 

Mr.  WiNsi/»w.  No:  I  a>k  what  the  jieiventage  is. 

Mr.  Wii.s<»N.  On  our  capitalization? 

Mr.  Wixsii)W.  Yes,  sir. 

Mr.  Wii«»*ox.  Substantially  100  por  cent.  But  that  is  gross,  you 
luidci^tand. 

Mr.  Wixsix)w.  Ten  million  dollars  a  year,  is  it! 


•    —  -  U    W  .J-fJ? 
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Mr.  Wilson.  No  ;  I  was  figuring  on  the  three  years,  in  speaking  of 
$30,000,000. 

Mr.  WiNSLow.  Oh,  $10,000,000  a  year.  Well,  what  would  that  be 
on  an  average  on  the  percentage  basis  ? 

Mr.  Wilson.  3f3i  per  cent  gross. 

Mr.  Win  SLOW.  And  about  11  per  cent  a  year? 

Mr.  Wilson.  No  ;  our  profits  were  $30,000,000  for  the  three  years. 

Mr.  WiNSLOw.  And  your  annual  profits  were  $10,000,000? 

Mr.  Wilson.  Yes,  sir;  on  the  average. 

Mr.  WiNSLow.  You  made  a  gross  profit  of  33i  per  cent  a  year? 

Mr.  Wilson.  Yes,  sir. 

Mr.  WiNSLow.  What  is  your  system  of  depreciation,  without  going 
too  much  into  detail? 

Mr.  Wilson.  We  have  a  regular  basis  on  which  we  charge  it  off. 
That  varies,  however,  according  to  the  nature  of  the  building.  Our 
percentage  of  depreciation  varies  according  to  the  nature  of  the 
building. 

Mr.  WiNSLOw.  For  instance,  take  an  office  building,  what  would 
jou  charge  off  on  that? 

Mr.  Wilson.  One  minute,  let  me  get  that. 

Mr.  Winslow.  Never  mind;  we  will  not  take  the  time  for  j'ou  to 
look  it  up. 

Mr.  Wilson.  Well,  it  will  only  take  a  minute  and  I  would  like  to 

T've  it  to  you.    I  find  the  office  building  happens  to  fall  under  what 
call  class  1,  and  that  is  a  brick,  steel,  and  concrete  building,  and  our 
depreciation  on  that  class  of  building  is  4  per  cent. 

Mr.  WiNSix>w.  Four  per  cent?  ^ 

Mr.  Wilson.  Yes,  sir.  Of  course,  that  would  also  apply  to  any 
building  of  that  type  in  the  plant,  where  naturally  the  depreciation 
veould  be  greater. 

Mr.  Winslow.  Just  give  us  one  or  two  other  items  in  order  to 
show  the  general  run  of  your  depreciation.  Take  wagons  or  auto- 
mobiles. 

Mr.  Wilson.  Horses,  trucks,  and  harness,  12  per  cent.  That  is,  a 
wagon  drawn  by  horses,  12  per  cent.  On  automobiles  the  deprecia- 
tion is  25  per  cent. 

Mr.  Winslow.  And  what  on  furniture? 

Mr.  Wilson.  Well,  that  would  come  under  the  outside  equipment 
or  movable  equipment.  On  movable  equipment  we  charge  off  8  per 
cent.    That  taKes  in  truck  and  tables. 

Mr.  Winslow.  Now,  as  to  your  transportation  and  rolling  stock? 

Mr.  Wilson.  On  the  cars? 

Mr.  Winslow.  Yes. 

Mr.  Wilson.  Refrigerator  cars  3  per  cent. 

Mr.  Winslow.  Three  per  cent  annually  ? 

Mr.  Wilson.  Yes,  sir. 

Mr.  Winslow.  Can  you  get  away  with  that  ? 

Mr.  Wilson.  Well,  that  is  pretty  small. 
^  Mr.  EscH.  I  think  the  testimony  of  some  witness  was  that  the 
life  of  a  refrigerator  car  was  from  10  to  15  years,  on  accoimt  of 
the  moisture  and  rust  and  all  that  sort  of  thing. 

Mr.  Montague.  And,  if  you  will  pardon  me,  the  gentleman  who 
testified  with  such  detail  about  refrigerator  cars,  I  think  he  was  from 
Swift  &  Co.,  wasnt  he? 
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Mr.  EsoH.  No,  sir;  he  was  testifying  for  the  Cudahy  Packing 
Co. 

Mr.  Montague.  Well,  he  said  the  life  of  the  car  was  10  years. 

l^fr.  Wilson.  Well,  I  am  free  to  admit  that  I  think  our  rate  is  too 
low  on  the  cars. 

Mr.  WiNSLow.  You  probably  have  all  that  information  tabulated 
and  sent  out  to  your  appraisers  or  bookkeepers,  as  to  the  amount  you 
charge  off? 

Mr.  Wilson.  Yes,  sir. 

Mr.  WiNSLOw.  Will  you  file  one  of  those  schedules? 

Mr.  Wilson.  I  will  be  very  glad  to  do  so.  I  have  a  statement 
which  will  cover  the  whole  business  and  now  give  it  to  the  stenog- 
rapher. 

(The  statement  referred  to  is  as  follows:) 

DEPRECIATION   CHART. 

Class  A  buiUllnffs,  brick.  oonofete»  and  stoel.  4  per  cent  per  annum. 

ClaKH  H  hniltllims.  brli-k,  c'oncroto.  and  mill.  5  iM»r  rent  per  anmiin. 

Class  C  buildlnKs,  brick,  steel,  and  mill.  6  per  cent  per  annnm. 

Class  D  buildings,  brick  and  semimlU,  7  per  cent  per  annum. 

Class  E  building,  frame  and  ironclad.  8  per  cent  per  annum. 

Outside  equipment  (pipe  lines,  etc.),  6  per  cent  per  annum. 

Fixed  machinery.  6  per  cent  per  annum. 

Movuhh*  (Niuipnioiit.  S  iH»r  c-eiit  [ht  nnniiia. 

Branch  bouses :  Bulldin^ss  and  iiermanent  fixtures — owned  propertJeA,  0  [■  r 
cent;  rented  properties.  S  |H»r  i*ont:  movable  tlxtures.  H  jier  cent:  rerrli;:»»r«t»i* 
care,  8  per  cent ;  horse,  truck,  and  harness,  12  per  cent ;  auto  can*.  25  per  i^v.x : 
heavy  trucks,  25  per  cent;  Fords,  50  |)er  cent;  salesmen  automobiles,  40  r»*r 
eent  tli-st  yeiir,  'AO  |M*r  cent  s«'<*on«l  yejir,  S<)  imt  rt»!it  third  ,v<»ar. 

Mr.  WiNSix)w.  What  is  the  relation  between  your  depre<nation 
account  and  your  expense  account,  so  far  as  the  expense  of  keeping  up 
the  property  is  concerned? 

Mr.  WiLHON.  Do  vou  ask,  what  is  the  difference? 

Mr.  WiNSLow.  No:  what  is  the  relation  between  those?  And  I  had 
better  explain  what  I  mean.  Do  you  keep  up  your  properties  by  an 
expense  account  and  then  allow  a  depreciation  be^'ond  that  upkeejtf 

Mr.  Wilson.  Well,  to  a  certain  extent  we  will' charge  up  repairs 
to  expense  account.  Other  times,  we  will  charge  up  to  depreciation 
ac<'ount.  Repairs  that  are  very  small  items,  in  the  general  run  of 
things,  we  would  charge  up  to  expense  account,  jobs  that  run,  maybe« 
under  $r>0.  But  our  big  repair  jobs,  that  do  not  create  any  new 
property,  or  anything  of  that  kind,  large  jobs,  we  charge  up  to  the 
depreciation  account. 

Mr.  WiNSLow.  Suppose  you  had  to  lay  a  new  floor  in  a  car  because 
the  old  one  was  worn  out.  Would  that  come  under  expense  account 
or  be  swallowed  up  in  depreciation  ? 

Mr.  Wn-soN.  The  entire  new  floor  in  a  car  would  probably  come 
under  the  depreciation  account. 

Mr.  WiN8i/)W.  Now,  getting  on  to  that  imhappy  subject^  salaries. 

Mr.  Wiu^ox.  Why  so  unhappy? 

Mr.  WiNsrx>w.  WelU  becaiuso  you  are  the  fellow  getting  it  and 
I  am  not.  If  you  ask  my  view  at  the  moment,  I  will  just  give  that 
answer.  Am  I  right  in  feeling  that  the  salary  list  of  a  corporation 
18  a  sort  of  movable  feat,  for  which  there  is  no  rule  of  government  ? 

Mr.  WnjBOK.  No  rule  of  government  t 
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Mr.  WIN^LOW.  No  general  rule  to  govern  the  s^aries  of  a  cor- 
poration. 

Mr.  WmsoN.  That  is  correct.  That  is  governed  by  the  merits 
of  the  man  with  us. 

Mr.  WiNSiiOw.  That  may  be  with  you,  but  isn't  it  a  fact  likewise 
that  every  corporation  has  its  own  peculiar  method  of  viewing  the 
salary  account? 

Mr.  Wilson.  I  think  so. 

Mr.  WiNSLOW.  Wouldn't  it  be  fair  to  assume  on  general  prin- 
ciples of  business  that  if  Mr.  Armour,  the  president  of  Armour  &  Co. 
taKes  but  $25,000  a  year  in  salary,  that  he  has  a  special  method 
in  doing  that  as  contrasted  with  Morris  &  Co.  and  your  company 
which  pay  much  bigger  salaries. 

Mr.  WrusoN.  I  thmk  undoubtedly  that  is  so ;  yes,  sir. 

Mr.  Hamilton.  Mr.  Winslow,  I  wish  you  would  illuminate  the 
words  "special  method." 

Mr.  Winslow.  As  your  request  J  will  try  to  do  so.  But  I  will  (Jo  it 
as  I  go  along.  Isn't  the  rule  as  to  extravagance  or  economy  in  re- 
spect to  salaries  of  corporations  measured  by  the  amount  of  salary 
paid  per  dollar  of  business  transacted,  coupled  with  the  peculiar  re- 
sponsibilities attached  to  each  office? 

Mr.  Wilson.  I  think  to  a  great  extent  that  may  be  true ;  of  course, 
also  coupled  with  the  ownership  that  the  officer  may  have  in  the 
company. 

Mr.  Winslow.  That  is  the  "special  method"  that  I  referred  to, 
Mr.  Hamilton.    That  is  another  wav  to  get  a  salary. 

Mr.  Hamilton.  In  other  words,  Mr.  Winslow,  you  mean  that  the 
salaried  officer  may  get  in  other  ways  a  compensation  which  would 
make  up  the  difference  between  his  salary  as  paid  by  the  corporation 
by  which  he  is  employed,  and  the  salary  paid,  by  another  corpora- 
tion for  like  service. 

Mr.  Winslow.  Yes,  Mr.  Hamilton,  but  some  corporations  pride 
themselves  on  having  a  low  salary  list.  Some  give  a  bonus  for  serv- 
ices rendered  at  the  end  of  a  period.  Some  concerns  pay  their  presi- 
dents low  salaries  in  order  that  they  may  keep  their  list  of  salaries 
down  all  through  the  business.  In  such  cases,  the  president  or  other 
officer  will  be  a  large  stockholder,  and  virtually  they  will  get  through 
their  stock  ownership  what  they  may  not  get  by  way  of  salary.  Mr. 
Wilson  made  his  position  very  clear  as  contrasted  with  that  of  Mr. 
Armour,  where  the  Armour  family  own  practically  all  of  the  stock, 
by  saying  that  when  he  became  president  of  Morris  &  Co.  that  was 
the  only  interest  he  had,  so  that  if  his  services  had  a  market  value  as 
executive  director  of  Morris  &  Co.,  that  $125,000  a  Year  salary  paid 
to  him  marked  the  limit  of  the  return  to  him.  He  had  not  accumu- 
lated a  principal  by  which  he  could  buy  into  the  company,  and  per- 
haps could  not  buy  it  at  all.  But  if  he  and  his  wife  and  children  and 
brothers  owned  the  whole  of  that  stock,  he  might  very  easily  turn 
around  and  with  Armour  &  Co.  say :  Now,  down  goes  my  salary  to 
$30,000  a  year,  because  I  do  not  want  to  set  the  example  of  big  sal- 
aries. On  the  other  hand,  going  in  as  he  did,  and  selling  his  abil- 
ities to  the  highest  bidder,  we  will  say,  or  to  the  most  favorable  bid- 
der to  his  own  mind,  he  takes  all  they  will  give  him.  He  had  justi- 
fication for  that. 
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Mr.  Hamilton.  But  subaeqnently,  however,  he  gets  good  returns 
on  the  stock. 

Mr.  WiNSLOw.  The  low-salaried  man,  but  not  Mr.  Wilson. 

Mr.  Hamilton.  But  he  will  get  a  dividend  on  his  stock  in  Wil- 
son  &  Co. 

Mr.  Wilson.  I  have  never  had  a  dividend  out  of  Wilson  A  Co. 

Mr.  WiNSLOw.  Well,  that  is  in  prospect,  under  some  condition& 

Mr.  Hamilton.  His  stock  values  are  going  up  under  his  efficient 
management. 

Mr.  WiNSLOW.  Yes;  but  he  had  a  chance  to  lose  it  all  if  the  busi- 
ness had  not  been  made  a  success  by  him.  He  did  not  have  it  locked 
up  in  his  safety  vault  and  when  a  dividend  is  declared  it  only  goe^ 
to  pay  the  interest  and  help  a  little  bit  to  pay  out  on  his  stocK.  He 
had  to  make  good  before  his  stock  was  wortn  anvthing,  and  if  he  haii 
failed  to  make  good,  neither  his  stock  nor  his  salary  would  have  been 
worth  vcr>'  much. 

Now,  Mr.  Wilson,  I  will  go  ahead  without  taking  up  too  much 
time.  In  the  case  of  Armour  &  Co.  they  have  13  executive  officers, 
8  of  whom  bear  the  name  of  Annour.  Might  it  not  be  that  thoee  V^ 
officers  in  their  combined  salaries,  if  distributed  over  the  amount  of 
business  they  do,  would  represent  a  bigger  outlay  for  executive  di- 
rection perhaps  than  the  similar  outlay  on  the  part  of  any  other 
packer  f 

Mr.  WnjBON.  That  might  be  possible ;  yes,  sir. 

Mr.  WiNSLOw.  That  could  be  possible? 

Mr.  Wilson.  Yes,  sir. 

Mr.  WiNSLOW.  In  the  case  of  the  Swifts,  they  have  nine  directois. 
and  five  of  them  are  Swifts. 

Mr.  WiLHON.  Yes»  sir. 

Mr.  WiNsix)w.  I  do  not  know  whether  they  are  brothers  or  not 

Mr.  WiiiH)N.  They  are  all  brothers. 

Mr.  WiNHLow.  It  might  be  that  the  Swift  family  altogether  would 
be  taking  combined  salaries  which  would  make  the  expense  of  thoN* 
five  officers  iimch  gi^oater  per  dollar  of  business  done  than  the  expend 
of  the  .same  work  reprcsc»nted  by  the  officers  of  your  own  company. 
I  sav,  that  might  l)o. 

Mr.  Wilson.  That  might  be;  yes,  sir. 

Mr.  WiN8ix>w.  So  that  it  would  not  be  fair,  without  going  into  thi^ 
thing  in  great  detail,  to  say  that  the  cost  of  the  executive  direction 
of  your  company,  at  the  rate  of  your  salary,  was  any  more  in  rela- 
tion to  the  business  done  than  t)ie  cost  of  similar  direction  in  anv 
other  one  of  the  packing  companies. 

Mr.  Wilson.  Oh,  I  tliink  tliat  is  right.  I  do  not  think  that  tht 
c<ist  of  the  direction  of  our  company  should  be  influenced  or  ct»n- 
trolled  by  the  cost  of  the  executive  direction  of  any  of  the  other  com- 
punies.  I  think  ours  could  well  be  treated  from  its  own  sUtnd- 
point,  on  merit,  and  stand  on  its  own  bottom  in  that  respecd  and  I 
think  it  will  stand  closest  scrutiny. 

Mr.  WiNsixiw.  So  that  the  only  way  anybody  could  find  ont 
whether  or  not  the  salary  lists  of  any  (me  of  these  companies,  or  of  all 
of  the.-e  companies,  were  too  high,  would  l>e  to  contrast  it  with  similar 
work  done  in  other  directions,  in  other  lines  of  businesB. 

Mr.  WiuBON.  That  is  rig^t. 
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Mr.  WiNSLow.  I  would  like  to  ask  you,  Mr.  Wilson,  to  tell  me  to 
"what  extent  the  class  of  business  men  known  in  the  ordinary  trade  as 
jobbers  figure  in  the  distribution  of  foodstuffs. 

Mr.  Wilson.  Well,  they  are  a  rather  important  factor.  I  wouldn't 
like  to  make  a  guess  as  to  the  proportion  of  the  business  that  they 
<lo,  but  there  are  a  great  many  jobbers  in  the  business,  a  great  many. 

Mr.  WiNSLOw.  Do  you  sell  them  your  meats,  etc.,  at  a  price  which 
-enables  them  to  sell  to  the  retailer  and  make  a  profit? 

Mr.  Wilson.  Yes;  they  go  out  and  compete  with  us  on  the  stuff 
that  they  buy. 

Mr.  Win  SLOW.  I  want  to  get  it  based  on  that  competition.  The 
jobber  really  becomes  in  the  same  class  with  your  local  nouse. 

Mr.  Wilson.  Yes,  sir. 

Mr.  WiNSLow.  Or  ought*  to  in  fairness. 

Mr.  Wilson.  Yes,  sir;  he  does. 

Mr.  WiNSLow.  Is  he  in  a  position  to  sell  at  the  same  price  you  do, 
to  sell  to  the  retail  trade? 

Mr.  Wilson.  Yes,  sir;  he  is  able  to. 

Mr.  WiNSLOw.  I  mean  in  places  where  you  have  branch  houses. 

Mr.  Wilson.  Well,  I  think  in  some  cases  yes,  and  in  some  no.  It 
depends,  of  course,  upon  the  extent  of  his  operations. 

Mr.  WiNSLOw.  I  do  not  mean  about  his  expense  account  but  on  his 
purchase  price — ^the  price  he  pays  for  your  goods. 

Mr.  Wilson.  On  the  basis  of  his  purchases  he  can. 

Mr.  Win  SLOW.  If  he  conducts  his  business  at  a  reasonable  expense 
he  can  meet  you  in  the  local  market. 

Mr.  Wilson.  He  does  do  it  and  that  is  the  best  proof  of  it. 

Mr.  WiNSLOw.  Where  does  he  get  his  inspiration  for  the  estab- 
lishment of  his  price  to  the  retailer? 

Mr.  Wilson.  He  gets  it  on  the  market,  the  general  market,  in 
^whatever  town  or  city  he  may  be  doing  business  in.  He  is  in  touch 
with  the  buyers,  of  course,  and  he  is  in  touch  with  the  salesmen,  and 
he  gets  it  from  a  general  size-up  of  the  market,  considering  all  of 
the  conditions  of  supply  and  demand. 

Mr.  WiNSLOW.  So  he  carries  on  a  semispeculative  business,  in  the 
same  way  that  you  do  at  your  refrigerator  plants  and  sales  houses? 

Mr.  Wilson.  Yes,  sir. 

Mr.  WiNSLOw.  Somebody  testified  here  that  beef  was  selling  at 
about  20  cents  a  pound  from  the  cars. 

Mr.  Wilson.  Some  beef  at  20  cents  a  pound. 

Mr.  WiNSLow.  Well,  let  us  say  at  20  cents  a  pound  as  a  basis. 

Mr.  Hamilton.  By  the  carcass,  do  you  mean? 

Mr.  WiNSLOW.  Yes,  sir;  what  would  be  the  price  of  that  beef  to 
the  jobber  ? 

Mr.  Wilson.  It  would  depend  upon  where  he  bought  it  and  where 
the  market  is  that  he  sold  it  at.  If  you  will  give  me  an  example,  I 
will  try  to  answer  more  definitely. 

Mr.  Win  SLOW.  Take  New  York  City. 

Mr.  Wilson.  He  would  have  to  buy  the  beef  at  anywhere  from  18 
to  18J  cents,  probably  in  Chicago. 

Mr.  Win  slow.  In  Chicago? 

Mr.  Wilson.  Yes ;  and  then  he  would  have  to  pay  his  freight  and 
icing  charges,  and  expense  of  handling  at  the  other  end,  and  add  his 
profit. 
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Mr.  WiNSLow.  What  would  that  probably  net  him  in  New  York  • 

Mr.  WiLSOK.  Well,  if  the  market  was  20  cents,  he  would  probaMr 
get  20  cents.    He  might  get  a  little  less  or  a  little  more. 

Mr.  Winsijow.  I  mean  his  cost  between  the  packing  house  and  the 
jobber.    You  would  sell  it  to  the  jobber  for  18  cents  at  Chicago. 

Mr.  WHiSON.  Yes,  sir. 

Mr.  WiNsjx)w.  What  would  be  the  transportation  cost  in  a  refrig- 
erator car  to  New  York? 

Mr.  Wilson.  Oh,  that  would  be  about  75  cents  a  hundred  pounds 

Mr.  WiNSLOw.  And  that  would  leave  him  what? 

Mr.  Wilson.  $1.25,  say. 

Mr.  Win  SLOW.  That  would  cost  him  $18.75  a  hundred  poonds  de- 
livered in  New  York? 

Mr.  Wilson.  Yes,  sir. 

Mr..  WiNSLOW.  And  his  margin  would  be  $1.25. 

Mr.  Wilson.  Yes,  sir;  that  would  be  a  very  extreme  case  if  t!  .• 
happened. 

Mr.  WiNSLOw.  You  mean  if  he  got  it  as  cheaply  as  that? 

Mr.  Wilson.  If  he  had  a  margin  of  $1.25  after  paying  his  ex|x*ii--  - 

Mr.  Winslow.  I  mean  just  for  the  meat  itself. 

Mr.  Wilson.  Yes;  but  you  are  adding  freight  and  the  cost  of  liar, 
dling  at  the  other  end  in  cold  storage. 

Mr.  Winslow.  Before  he  puts  on  the  local  charges? 

Mr.  Wilson.  Yes,  sir;  he  has  $1.25  to  go  on  for  his  local  char::- 
and  his  profit. 

Mr.  Winslow.  Do  you  happen  to  know  enough  of  the  averA;r- 
run  of  the  meat  jobbing  business  so  say  how  their  fixed  charpess  f»r 
doing  business  run,  as  they  do  in  the  hardware  jobbing  bu*-in»-' 
and  so  on? 

Mr.  Wilson.  No;  I  wouldn't  he  able  to  answer  that  question  inc- '. 
ligently. 

Mr.  Winslow.  Has  there  been  any  tabulation  of  profits  anywlur* 
that  you  know  of  which  will  indicate  the  percentage  of  profit  which 
the  jobber  makes  in  the  meat  business? 

Mr.  Wilson.  I  have  never  seen  any,  Mr.  Winslow. 

Mr.  Winslow.  Would  vou  dare  venture  an  estimate  of  whit 
that  is? 

Mr.  Wilson.  As  to  their  net  profit  ? 

Mr.  Winslow.  Yes,  sir. 

Mr.  Wilson.  Oh,  I  don't  think  they  operate  on  less  than  10  \^t 
cent. 

Mr.  WiNsi/)w.  Ten  per  cent  on  $18.75  cost,  which  he  would  have  t-> 
give  for  the  20-cent  meat  to  sell  to  the  retailer  ? 

Mr.  Wilson.  Yes,  sir.  Of  course,  you  are  taking  arbitrarv  figun^^ 
and  they  are  all  arbitrary  and  they  will  not  work  out  exactly.  Yoj 
have  to  treat  that  in  a  general  way. 

Mr.  Winslow.  You  divine  what  I  am  after,  and  I  wiU  annotmcv  it 
I  want  to  see  why  the  price  to  the  consumer  is  what  it  is,  Anvthinc 
you  may  do  to  help  me  build  up  from  the  packer's  price  of  1§  cbdu 
to  the  price  on  the  table  of  the  consumer  wul  be  just  what  I  want  to 
get.  There  is  a  great  difference  between  50  cents  a  i>ound— 40  and 
50  cents  a  pound-r-f  or  meat,  and  where  does  that  come  in  t 
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Mr.  WHiSON.  Well,  that  is  one  of  the  things,  Mr.  Winslow,  I  had 
hoped  would  be  developed  out  of  this  investigation.  That  is  one  of  the 
things  promised  when  the  investigation  was  started  by  the  Federal 
Trade  Commission,  but  that  has  not  been  done  yet.  And  an  invest!* 
gation  of  that  end  of  the  business  has  not  been  made :  From  the  packer 
to  the  jobber  or  middle  man  on  to  the  retailer  and  up  to  the  table 
of  the  consumer.  That  ought  to  be  made  as  well  as  the  investigation 
on  the  other  end.  It  was  at  one  time  contemplated,  and  if  this  thing 
had  gone  on  the  basis  of  a  constructive  inquiry  and  had  not  been 
side-tracked  on  to  the  other  line,  the  sum  of  money  that  has  been 
spent  along  destructive  lines  would  have  accomplished  an  investi- 
gation of  all  of  the  ends  of  the  business,  and  in  my  opinion  would 
have  put  something  before  you  men  that  would  have  given  you  an 
intelligent  idea  of  the  entire  situation.  That  has  not  been  done,  but 
I  hope  it  may  be  done. 

Mr.  Winslow.  My  views  are  in  accord  with  yours  on  that.  I  want 
to  get  the  benefit  of  such  knowledge  and  such  judgment  as  you  have, 
and  then  I  will  tackle  the  next  fellow  who  comes  along. 

We  have  this  thine  down  now  so  that  you  say  10  per  cent  profit  is 
what  the  business  of  the  jobber  is  done  on,  and  yet  you  allow  them 
about  5  per  cent,  according  to  your  figures.  That  is  not  much  help. 
We  go  on  to  the  retailer,  whose  price  averages  about  20  cents,  buying 
prices.  Can  you  tell  me  in  a  general  way  what  tolerance  charge,  it 
we  may  use  that  word,  ought  to  be  allowed  the  retailer  in  the  way  ot 
wages  and  so  forth,  on  a  side  of  beef? 

Mr.  Wilson.  Well,  now,  that  is  a  proposition  I  do  not  think  1 
ought  to  be  asked  to  answer,  because  it  is  one  that,  as  I  say,  has  not 
been  thoroughly  studied,  and  if  I  should  give  you  any  opinion  I  might 
have,  it  might  do  an  injustice  to  that  class  of  people,  or  some  of 
them,  at  least^  who  may  be  able,  if  the  matter  were  properly  investi- 
gated, to  justify  something  that  I  might  criticize.  I  do  not  hardly 
think  I  should  be  asked  in  the  absence  of  the  result  of  a  thorough 
investigation  of  the  subject,  to  answer  that  question. 

Mr.  Winslow.  I  will  respect  your  views  on  that,  but  I  think  we 
have  a  right  to  expect  that  you  would  tell  us  the  price  at  which  you 
as  jobbers,  acting  in  the  jobbing  capacity,  sell  to  the  retailer,  which 
we  will  say,  speaking  hypothetically,  is  20  cents  a  pound  in  round 
numbers,  and  also  the  price  at  which  you  sell  to  the  jobber.  You 
gave  the  price  to  me  as  20  cents  to  the  retailer,  and  18  cents  f .  o.  b. 
Chicago  to  the  jobber,  on  a  20-cent  basis. 

Mr.  Wilson.  Well,  that  is  a  condition  that  might  exist  to  fit  in  with 
the  case  that  you  put  up,  but  that  margin  might  vary,  Mr.  Winslow. 
It  mi^ht  go  down  to  a  difference  of  a  dollar,  or  a  dollar  and  a  quarter, 
or  a  dollar  and  a  half  between  our  price  to  the  retail  butcher  and  our 
price  to  the  jobber.  It  would  vary  witji  conditions.  For  instance, 
if  we  had  a  big  supply  of  stuff  in  our  house  at  Chicago,  and  a  jobber 
came  along,  and  our  trade  in  the  east  was  well  supplied,  and  the 
jobber  wanted  some  stuff,  we  might  be  tempted  to  sell  to  him  on  a 
lower  basis  than  we  would  if  a  reverse  condition  existed.  I  have 
known  cases  where  we  have  sold  to  the  jobber  on  that  basis,  consider- 
ably under  our  cost. 

Mr.  Winslow.  There  is  a  law  of  averages  that  pertains  to  almost 
every  industry  ? 
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Mr.  Wilson.  Yes,  sir. 

Mr.  WiNSLOw.  And  on  that  law  you  have  a  general  idea  about  th" 
percentage  of  variation  between  your  price  to  the  retailer  and  j'our 
price  to  flie  jobber,  and  that  will  help  me  as  well  as  an3^thing  else  you 
can  give  me  at  present. 

Mr.  Wilson.  Oh,  I  should  say  it  will  run  from  5  per  cent  to  10  j>er 
cent. 

Mr.  WiNSLOw.  AVell,  that  is  quite  a  limit  in  trade — 5  per  cent  i 

Mr.  Wilson.  Yes;  but  I  should  think  it  would  run  on  that  basi^  o.. 
beef. 

Mr.  WiNSLOw.  You  wouldn*t  compromise  as  a  fair  statement  th.i: 
7^  per  cent  would  be  the  average  ? 

Mr.  Wilson.  I  think  that  would  be  safe. 

Mr.  WiNSLOW.  I  want  your  view  of  it. 

Mr.  Wilson.  I  am  trying  to  give  it  to  you,  and  do  not  want  to  giw 
you  any  rank  or  reckless  statement. 

Mr.  Win  SLOW.  No,  I  do  not  want  anything  of  that  kind. 

Mr.  Wilson.  I  think  an  average  of  TJ  per  cent  would  cover  it. 

Mr.  WiNSLOw.  Beyond  that  point,  you  advise  that  we  take  th-' 
matter  up  with  men  who  do  a  retail  or  a  jobbing  business? 

Mr.  Wilson.  Yes,  sir. 

Mr.  WiNSLOW.  And  as  a  packeryou  would  welcome  that  inquiry  i 

Mr.  Wilson.  Oh,  absolutely.  There  is  nothing  about  our  businestiw 
or  any  element  of  it,  that  I  think  should  be  undiscovered.  I  think  ihr 
public  and  the  Government  and  this  worthy  body  should  have  ail  the 
opportunities  to  get  the  particulars,  and  a^  far  as  the  packers  art 
concerned,  or  as  far  as  my  business  is  concerned  at  least,  I  am  might> 
glad  to  have  this  opportunity  of  putting  the  facts  before  you ;  and  th- 
further  you  go  the  better  it  will  suit  me.  And  I  want  to  say  that  I  d  » 
hope,  while  on  this  line,  that  you  will  follow  u^  the  suggestions  that 
were  made  in  your  little  off-the-record  discussion  of  a  few  minut^r^ 
ago,  and  bring  before  you  men  supposed  to  have  made  anonymous 
staiements  referred  to,  oecause  I  think,  gentlemen  of  the  committer. 
you  will  find  there  is  no  more  justification  for  those  statements  thar 
there  was  for  the  statement  made  in  reference  to  Hormel  &  Co.,  an : 
the  Albert  Lea  business,  which  we  discussed  here  on  yesterday. 

Mr.  WiNSLOw.  In  the  matter  of  pork  products,  1  suppose  priov> 
varv  on  different  articles? 

Mr.  Wilson.  Yes,  sir. 

Mr.  WiNSLOw.  Let  us  take,  for  illustration,  for  the  same  purpi«i=c 
as  in  the  beef  question,  the  matter  of  bacon:  You  sell  bacon,  let  '■> 
say,  or  what  would  be  a  fair  price  to  put  against  20  cents  that  I  ha^- 
marked  down  here  for  beef. 

Mr.  Wilson.  Oh,  35  cents. 

Mr.  WiNSLOw.  Will  the  same  figures  hold  so  far  as  you  and  th- 
retail  and  the  jobbing  businesses  are  concerned  ? 

Mr.  Wilson.  I  should  think  so.  substantially. 

Mr.  WiNSLow.  Seven  and  one-naif  per  cent,  you  think,  would  U 
right  for  that? 

Mr.  Wilson.  Yes,  sir. 

!Mr.  WiNSLOW.  Hiu  e  you  any  judgment  that  you  want  to  give  an«i 
will  give  with  respect  to  the  probable  earnings,  on  a  percentaiT* 
basis,  of  producers  for  20  years  back  ? 

Mr.  Wilson.  Twenty  years  back? 
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Mr.  Win  SLOW.  Yes;  or  for  any  length  of  time  not  a  few  years.  1 
would  prefer  to  get  it  before  we  had  the  war,  because  I  think  this 
has  been  an  abnormal  condition  all  around. 

Mr.  Wilson.  No  ;  I  wouldn't  want  to  undertake  to  say  offhand.  I 
think  I  might  hunt  that  up  for  you,  but  there  again  is  the  other  end 
of  the  question  that  I  think  should  be  investigated,  and  that  should 
have  been  investigated,  so  that  this  matter,  when  brought  up,  would 
be  a  complete  book  and  not  two  or  three  chapters  of  the  book. 

Mr.  WixsLow.  What  is  your  judgment  as  to  the  general  pros- 
perity of  the  business  of  the  producer  in  the  past? 

Mr.  Wilson.  I  think  it  has  been  good;  very  good. 

Mr.  Win  SLOW.  Has  it  been  as  satisfactory  a  business  to  carry  on 
from  the  standpoint  of  earnings  as  the  ordinary  industry  through- 
out the  country  f 

Mr.  Wilson.  Yes,  sir;  I  think  so. 

As  an  illustration  of  the  money  that  is  being  made  by  the  feeders 
of  cattle  at  this  time  I  have  a  clipping  taken  from  the  Drovers'  Jour- 
nal dated  January  23,  1919,  which  reads  as  follows : 

FEEDER  CLEABS    $90   A    HEAD  ON    STEERS. 

Three  months  ago  Bill  Berrle,  of  Fairfield,  Iowa,  purchased  from  a  local 
cattle  dealer  20  head  of  2-year-old  steers,  averaging  about  1,000  pounds,  for 
$120  per  head  and  put  them  in  his  feed  lots  on  a  ration  of  ensilage,  corn,  alsike 
hay,  and  cottonseed  meal.  Yesterday  he  sold  them  to  a  stock  shipper  from 
Corydon  for  $210  per  head  to  be  shipped  to  Chicago. 

Mr.  Berrie  estimates  that  he  made  all  of  the  $90  per  head  clear,  as  the 
gain  on  his  stock  hogs  will  equal  the  cost  of  the  feed  of  the  steers.  Mr.  Berrie 
made  $20  per  day  clear  on  his  steers  for  every  day  he  had  them. 

I  do  not  pretend  to  say  that  every  feeder  of  cattle  is  making  that 
much  profit,  but  I  believe  that  where  their  business  is  being  properly 
handled  they  have  never  made  so  much  profit  as  during  the  last 

^ear,  and  I  believe  on  the  whole  the  business  of  the  producer  has 
een  profitable  for  a  number  of  years. 
Mr.  Heard,  president  of  the  National  Live  Stock  Association,  dur- 
ing the  course  of  his  annual  address  before  a  convention  of  his  asso- 
ciation held  at  Cheyenne,  Wyo.,  January  18-20,  1917,  in  speaking  of 
the  general  conditions  of  the  industry  during  1916,  said: 

While  general  conditions  of  the  live-stock  business  throughout  the  Nation 
have  been  satisfactory  during  the  past  year,  and  prices  for  range  cattle  have 
been  remunerative,  there  has  been  an  exceptionally  wide  range  of  prices  on 
cattle  butchered  at  the  six  principal  central  markets.  Owing  to  the  drought, 
many  grass-fed  cattle  were  sold  at  bargain  prices.  Owing  to  the  high  price  of 
com,  many  cattle  from  the  cornbelt  were  marketed  before  they  were  really 
finished.  •  *  *  The  hog  market  during  the  year  has  been  an  unusually 
active  one,  largely  caused  by  the  abnormal  European  demand.  Good  prices 
have  prevailed,  although  11  primary  points,  at  which  records  of  receipts  have 
been  maintained,  show  a  gain  in  hog  receipts  over  1915  of  4,500,000  head.  The 
market  on  sheep  has  been  good  throughout  the  year,  and  it  is  reported  that  the 
1916  lamb  crop  realized  more  money  than  any  other  crop  ever  dropped.  One 
of  the  features  of  the  year  has  been  the  enormous  demand  for  breeding  ewes. 

Mr.  WiNSLOw.  What  is  your  opinion  as  to  the  business  acumen  of 
the  producers,  taken  as  a  class? 

Mr.  Wilson.  Well,  I  have  a  very  high  regard  for  them  as  a  class. 
I  think  they  are  very  capable  men. 

Mr.  WiN8u>w.  Do  you  feel  that  they  do  their  business  with  rea- 
sonable commercial  emciency? 

Mr.  Wilson.  Speaking  generally ;  yes. 
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Mr.  WiNSLOw.  Do  you  think  they  keep  an  account  of  the  006t  of 
their  production? 

Mr.  WHiSON.  Not  as  a  general  rule.  The  larger  of  them  do,  bat 
they  do  not  do  it  as  a  general  rule.  The  average  feeder  of  a  few 
cattle^  or  the  average  raiser  of  a  few  cattle,  I  do  not  think  they  keep 
intelligent  costs  of  their  operations. 

Mr.  WiNSLOw.  Would  you  think  if  they  were  more  efficient  in  keep- 
ing oosts  and  expenses,  as  they  ought  to  do,  they  might  make  more 
than  they  do  now,  in  a  general  way? 

Mr.  Wilson,  I  think  so.  I  think  detail  knowledge  of  progreoo  that 
one  has  makes  for  efficiency  and  always  helps. 

Mr.  WiNSLOW.  The  point  was  raised  here  early  in  the  hearings  that 
it  might  be  well,  among  the  various  lines  of  endeavor  that  Congress 
has  appropriated  for,  to  send  men  out  through  the  country  to  show 
producers  how  to  become  more  efficient  and  economical.  Do  you 
think  there  would  be  any  field  for  such  service  as  that  ? 

Mr.  Wilson.  There  is  a  field  for  that,  and  I  think  that  is  being 
done  now  to  some  extent.  I  think  the  Department  of  AgricoltUR  b 
doing  some  work  along  that  line.  And  tnese  county  agents  around 
the  country  are  also  ooing  that  work.  They  are  advocating  more 
intelligent  operation  in  that  way.  But  it  is  a  big  field  and  a  woithv 
field. 

Mr.  WiNSLOW.  Do  you  refer  to  these  county  agents  who  are  sent  to 
take  the  temperature  of  cattle  because  they  do  not  attend  to  it 
themselves? 

Mr.  Wilson.  No  ;  that  is  specific  work. 

Mr.  WiNSLOW.  Have  you  any  opinion  to  give  as  to  the  depaitment 
in  which  the  greatest  profit  is  made  in  the  business,  taking  in  the  pro- 
ducer, the  packer,  the  jobber,  and  the  retailer? 

Mr.  Wilson.  Well,  my  opinion  is — and  I  have  one,  yes — ^that  the 
greatest  profit  is  made  by  the  producer. 

Mr.  WiNSLOW.  That  is  all  I  care  to  ask. 

The  Chairman.  Mr.  Snook,  do  you  wish  to  ask  any  questions! 

Mr.  Snook.  Yes,  Mr.  Chairman.  Now,  Mr.  Wilson,  1  will  be  verj 
brief.  Following  the  line  Mr.  Winslow  has  talked  about,  there  ha- 
been  some  very  emphatic,  and  I  might  say  some  extravagant,  state- 
ments  made  here  in  Washington  about  the  price  the  consumer  pajrs 
for  food  products.  I  understood  your  answer  to  him  to  be  that  yon 
are  not  prepared  to  give  any  statement  as  to  whether  or  not  the 
retailer  is  charging  a  fair  profit  or  larger  than  a  fair  profit. 

Mr.  Wilson.  I  do  not  think  I  should  give  a  statement  of  that  kind. 
I  think  there  are  a  ffreat  many  things  m  ccmnection  with  that  that 
should  be  thoroughly  studied  and  investigated  and  intelligentlT 
handled. 

Mr.  Snook.  Now,  another  question :  I  understend  you  to  stty  that 
you  understood  that  this  investigation  had  by  the  Federal  TTrade 
Commission  had  its  inception  in  the  producers  and  cattlemen? 

Mr.  Wilson.  That  is  my  understanding. 

Mr.  Snook.  Do  you  know  whether  there  was  any  call  for  mn  in* 
vestigation  of  this  kind  by  the  consumers  of  the  country,  or  have  ytm 
information  on  that? 

Mr.  WiLsox.  No;  I  do  not  know  of  any  organised  call. 

Mr.  Snook.  You  think  so  far  as  the  information  yon  have  goes. 
this  investigation  was  brought  about  by  a.  oall  firom  tiie  prodacen 
of  cattle? 
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Mr.  WiuBOx.  Yes  sir ;  I  think  so. 

Mr.  Snook.  The  packers — ^Mr.  Armour,  Mr.  Swift,  Mr.  Morris, 
and  yourself — ^have  said  everything  is  all  right  in  a  way ;  I  mean,  in 
the  way  you  conduct  your  business,  and  you  have  shown  that  the 
profit  is  very  much  lower  than  in  some  other  large  businesses  of  the 
country.  Why  is  it  that  these  producers — and  I  ask  jrour  opinion — 
have  a  distrust  of  the  packers  tor  asking  for  an  investigation  of  this 
kind?    What  brought  it  about? 

Mr.  Wilson.  Well,  I  think  that  was  brought  about  pretty  much 
by  the  attitude  of  a  few  producers,  who  possioly  have  had  some  bad 
experiences  in  the  far-away  past  and  who  can  not  forget  those  con- 
ditions but  keep  dragging  tnat  into  the  present  situation. 

Mr.  Snook.  Has  it  ever  occurred  to  you — and  I  am  not  asking 
these  questions  in  a  critical  way,  because  I  want  to  be  helpful  if  I  can 
in  this  examination 

Mr.  WiiiSON.  I  am  sure  of  that. 

Mr.  Snook.  Has  it  ever  occurred  to  you  that  one  reason  for  distrust 
on  the  part  of  the  producers  or  of  the  people  of  the  country  may  be 
the  extraordinary  size  to  which  these  packing  companies  have  groVnf 

Mr.  Wilson.  I  think  that  is  partially  the  reason ;  yes,  sir. 

Mr.  Snook.  Do  you  think  that  would  be  one  reason  why  the  ordi- 
nary man,  the  laboring  man,  the  producer.,  etc.,  may  have  some  dis- 
trust  of  the  packing  companies? . 

Mr.  Wilson.  Well,  I  think  they  have  been  encouraged  to  think 
that,  encouraged  by  certain  elements  and  certain  people,  who,  for  one 
reason  or  another,  want  to  command  that  kind  of  talk  to  the  people. 

Mr.  Snook.  Have  you  ever  considered  this  problem  in  connection 
with  that  question,  either  you  or  the  other  packers,  so  far  as  you 
know  ?  And  this  applies  not  only  to  the  packers,  but  to  other  large 
"Corporations  of  the  country,  such  as  the  steel  trust.  Is  there  any  way 
by  which  that  distrust  may  be  met  and  overcome?  Have  you  any 
method  or  any  suggestion  by  which  that  could  be  done  ? 

Mr.  Wilson.  Well,  only  this,  the  thought  I  have  on  that  is  to  edu- 
-cate  the  people  to  the  usefulness  of  this  sort  of  industry,  or  apy  other 
large  industry,  and  thereby  to  have  them  understand  it  more  clearly. 

Mr.  Snook.  How  would  you  get  that  to  them?  How  would  you  do 
that? 

Mr.  Wilson.  Jiist  through  such  hearings  as  these  and  through  pub- 
licity;  through  advertising,  and  writing  generally  on  the  subject,  and 
circulating  knowledge  on  the  subject. 

Mr.  Snook.  Hearings  like  these  might  be  helpful  even  if  they 
did  not  result  in  any  legislation. 

Mr.  Wilson.  Well,  to  that  extent,  that  it  will  educate  the  people. 
I  think  that  is  the  only  possible  comfort  that  could  be  gotten  out  of  it. 

Mr.  Snook.  I  think  it  was  Mr.  Swift  who,  while  on  the  stand, 
made  the  suggestion,  and  which  seems  to  have  been  lost  sight  of,  that 
if  there  could  be  some  way  in  which  Government  agents,  or  agents  of 
the  Federal  Trade  Commission,  or  some  other  branch  of  the  Govern- 
ment, might  make  an  inspection  of  the  books  of  these  great  concerns, 
like  Government  inspectors  inspect  the  books  of  banks,  and  the  in- 
vestigations made  by  them  might  be  made  public. 
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Mr.  Wilson.  Well,  the  Federal  Trade  Commission  inspects  our 
books.    They  have  that  right  and  they  do  it  constantly. 

Mr.  Snook.  Do  they  do  that  every  year? 

Mr.  Wilson.  Thev  have  been  ffoin^r  over  our  books  ever  since  this 
investigation  started. 

Mr.  Bnook.  Well,  is  it  made  public?  His  suggestion  was  that  it 
be  made  public,  like  the  investigation  of  banks. 

Mr.  Wilson.  Unfortunately  no,  not  in  a  proper  way.  Of  course, 
they  have  made  public  what  suited  their  purposes. 

Mr.  Snook.  When  banks  are  examinee  by  agents  of  the  Govern- 
ment, it  is  published,  and  there  is  a  great  tendency  thereby  to  make 
people  think  that  the  banking  business  is  done  in  a  proper  and  correct 
way.    Would  something  of  tnat  kind  be  helpful  ? 

Mr.  Wilson.  I  think  anything  that  would  educate  the  people  along 
these  lines,  and  give  them  a  better  understanding  of  this  Dusinfss« 
anything  that  will  show  the  public  the  efficiency  of  this  business,  the 
margin  of  profi£,  and  the  very  small  expense  the  public  is  put  to  bv 
wav  of  percentage  of  profit  to  the  packers  for  the  stuff  they  are  fur- 
nisning  and  that  the  people  are  consuming,  anything  along  those  lines 
should  be  helpful  and  instructive. 

Mr.  Snook.  You  referred  yesterday  to  the  work  done  by  the  agents 
of  the  Bureau  of  Animal  Industry,  Department  of  Agriculture,  in 
the  matter  of  inspection  and  rejection  of  beef.  Who  bears  the  ex- 
pense where  a  carcass  is  rejected  ? 

Mr.  Wilson.  The  packer. 

Mr.  Snook.  Is  that  a  large  expense  in  the  course  of  your  business? 

Mr.  Wilson.  It  is  quite  an  item,  yes,  sir;  a  biff  item. 

Mr.  Snook.  IIow  big  an  item  would  that  be,  m  your  opinion? 

Mr.  Wilson.  Oh,  that  will  run  up  into— oh,  I  would  saj'  it  would 
run  probably  into  a  hundred  thousand  dollars  a  year,  a  couple  of 
hundred  thousand  dollars  or  more  a  year. 

Mr.  Snook.  Who  bears  the  expense  of  the  inspection ;  how  is  that 
borne? 

Mr.  Wilson.  The  Government  bears  that 

Mr.  Snook.  Talking  about  this  going  into  allied  industries,  fruit «, 
and  other  things,  what  is  your  policv ;  how  do  you  determine  whetbt^r 
or  not  you  will  take  up  a  line  not  directly  connected  with  the  pack- 
ing biLsiness? 

Mr.  Wilson.  Well,  the  first  thing  to  consider  is  whether  we  have 
the  distributing  and  sales  facilities  tor  handling  that  particular  lint': 
and  then  whether  it  naturally  fit^  in  with  our  other  line:  that  i-, 
whether  it  is  a  coiunioditv  that  is  natural  to  be  handled  or  would 
naturally  be  handled  by  the  same  salesmen  and  bought  by  the  same 
trade.  And  we  would  want  to  know  whether  it  naturally  fall<  into 
a  class  that  I  would  consider,  or  that  our  executives  would  consider, 
would  be  proper  to  handle  with  our  line,  and  would  be  helpful  in  the 
sale  of  our  general  line  of  ^ood& 

Mr.  Snook.  In  determining  that  question^  you  are  not  controlled 
by  the  amount  of  profit  you  could  make  on  it. 
"Mr.  WiuK>N.  That  would  be  a  feature  of  it,  but  we  wouIdnH  en- 
tirely be  controlled  by  that.    We  are  easily  satisfied  on  the  amount 
of  profit,  as  you  can  see  by  our  fibres  on  our  turnover, 

Mr.  Snook.  It  qiust  be  something  that  can  be  handled  along  with 
the  lines  that  you  are  handling? 
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Mr.  Wilson.  Yes,  sir;  that  would  be  the  controlling  thing. 

Mr.  Snook.  Something  has  been  said  here  in  tne  examination 
about  the  helpfulness  in  the  packing  business  in  taking  care  of  by- 
products. That  industry  has  been  developed  largely  oy  the  large 
packers? 

Mr.  Wilson.  Yes,  sir. 

Mr.  Snook.  The  smaller  packers  have  not  gone  into  that? 

Mr.  WnjsoN.  They  do  not  go  to  the  extreme  that  the  larger  pack- 
ers do. 

Mr.  Snook.  Have  you  reached  the  limit  of  development  in  that 
industry  yet,  in  that  matter? 

Mr.  Wilson.  No,  we  have  not  reached  it,  I  do  not  think,  by  any 
means. 

Mr.  Snook.  What  agencies,  if  any,  do  you  have  looking  toward 
the  future  development  of  this  industry  ?  Do  you  keep  up  a  bureau 
for  that  purpose,  or  something  of  the  kind? 

Mr.  Wilson.  We  have  what  we  call  our  technical  department, 
which  is  headed  by  one  of  the  vice  presidents  of  our  company,  and 
under  him  is  our  entire  technical  organization,  consisting  of  chemists, 
bacteriologists,  and  all  sorts  of  scientific  men  with  our  laboratory, 
which  is  quite  an  institution. 

Mr.  WiNSLow.  You  are  still  pursuing  that  work! 

Mr.  Wilson.  Yes,  sir. 

Mr.  Snook.  You  are  still  making  experiments  and  new  discoveries 
.long  that  line  every  day? 

Mr.  Wilson.  Yes,  sir;  constantly. 

Mr.  Snook.  For  making  further  use  of  by-products? 

Mr.  Wilson.  Yes,  sir. 

Mr.  Snook.  Are  you  still  hopeful  of  extending  the  work? 

Mr.  WiMON.  Yes,  sir.  There  is  still  a  wonderful  field  for  develop- 
ment, I  think. 

Mr.  Snook.  I  want  to  call  attention  to  page  44,  part  2,  of  this 
investigation,  where  I  find  this  statement,  claimed  to  have  been  made 
by  a  cattle  buyer,  I  suppose  one  of  the  cattle  buyers  of  one  of  the 
large  packing  industries,  to  a  member  of  the  Federal  Trade  Com- 
mission : 

These  five  big  packers  make  the  market.  All  buyinjr  orders  come  from 
Chicago.  We  were  not  allowed  to  buy  more  than  Instructed  to  buy.  I  was  never 
allowed  to  go  over  my  order — not  even  25  cattle.  If  I  did,  I  got  the  dickens. 
Sometimes  I  would  go  to  the  boss  and  ask  if  I  could  buy  a  certain  load  cheap. 
He  would  reply  "No." 

Then  it  goes  on  to  say  in  the  statement  that  the  buying  is  all  done 
on  the  orders  of  the  packers,  intimating  that  the  buying  is  divided 
among  the  packers,  so  that  the  buyers  can  not  vary  at  all  from  orders 
they  receive.    What  do  you  sav  about  that? 

iS/Lr.  WiiiSON.  Well,  generally  speaking,  of  course  there  has  got  to 
be  a  head  to  the  buying  department  as  well  as  to  any  other  depart- 
ment. Otherwise,  we  wouldn't  know  any.  day  where  we  were  at."' 
The  head  of  our  department  will,  when  he  gets  his  information  in  the 
morning  as  to  the  receipts,  around  generally,  he  will  say  to  our  man 
at  Kansas  City,  for  instance,  "Buy  1,000  head  to-day,"  or  "Buy 
1.600  head  to-day."  That  will  be  the  result  of  his  size-up  of  the  en- 
tire situation,  of  the  beef  market  in  the  East,  and  the  receipts  at  all 
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points,  including  the  market  in  Kansas  City ;  that  in.  including  the 
cattle  receipts  at  Kansas  City. 

Mr.  Snook.  But  before  you  give  that  instruction,  have  the  large 
packers  consulted  upon  the  question  and  divided  the  cattle  up  ao 
that  each  buyer  will  Duy  so  many  for  Cudahy  and  so  many  for  Swift 
and  so  many  for  Armour  and  so  many  for  W  ilson  ? 

Mr.  WiiJsoN.  Absolutely  no.  Not  only  have  they  not  had  any  un- 
derstanding as  to  the  number  of  cattle  to  be  purchased,  but  they  have 
had  no  discussions  of  any  kind.  Our  man  does  not  see  the  buyov 
of  other  packers — that  is,  the  head  buyei^s  of  the  other  packers — anti 
our  head  buyer  does  not  see  the  buyers  of  other  companies,  except  by 
accident  or  if  he  is  out  in  the  pens. 

Mr.  Snook.  Would  he  be  reiused  the  opportunity  to  make  an  ex- 
traordinary  bargain  if  that  opportunity  were  offered  t 

Mr.  WnuBON.  That  might  be  a  specinc  case,  and  I  can  imagine  it 
happening.  Some  of  our  fellows  are  pretty  speedy.  A  buyer  may  get 
an  order  to  buy  a  couple  of  hundred  cattle,  and  he  goes  out  and  does 
not  go  through  the  yards  but  takes  up  the  first  cattle  he  comes  to.  h 
is  pretty  hard  to  handle  a  fellow  like  that ;  he  is  always  buying  more 
or  disposed  to  buy  more  than  we  ask  him  to  buy  in  the  morning. 
Take,  for  instance,  Kansas  City,  and  we  will  have  four  or  five  cattle 
buyers  on  tlint  market.  If  we  haven^t  some  control  over  each  in- 
dividual buyer,  we  will  have  moi*e  stuff  thera  at  the  end  of  the  day 
or  the  end  of  the  week  than  we  can  possibly  kill  and  then  we  ane  in 
ti*ouble.  A  speedy  fellow  like  that,  after  he  comes  in  from  doing 
his  day's  work,  and  having  bought  all  we  can  handle,  mif^t  make 
that  kind  of  statement.  I  can  see  where  the  head  buyer  at  tnat  point 
miirht  tell  him :  *'  No,  we  have  got  all  we  can  use." 

Mr.  Snook.  Do  you  determine  that  question  always  from  Chicago, 
n«^  intimated  in  a  letter  here,  for  all  your  packing  houses  all  over 
the  country? 

Mr.  WiLHox.  Oh,  no.  That  question  would  be  determine<l  riglit 
there  in  Kansas  Citv.  Whether  this  man  would  buv  those  2r>  cattle 
or  not  would  he  determined  right  there  bv  the  head  buver  in  Kansas 
City. 

Mr.  SxooK.  In  this  earlier  statement,  above  the  one  I  have  ralkni 
your  attention  to,  it  is  intimated  that  all  this  division  i*^  made  in 
Chicago  and  the  news  is  wired  out.  and  thei*e  is  no  variation.  ^Vhat 
about  that? 

Mr.  WiLS4)x.  That  is  ab^^urd.  Of  course  the  man  who  made  that 
stateuient  did  not  know  what  he  wns  talking  al>out,  and  becau*^  our 
liinn  nii^ht  tell  our  buyer  in  Kan*^as  City  to  buy  1.200  or  1J»0I>  or 
'J.OOO  cattle  that  day.  it  is  assumed  that  it  is  divide<l  up  in  ChicagcK 
\^  iu^t  ftbsunl.    There  is  no  basis  for  it  at  all. 

Mr.  Sx<K)K.  He  further  makes  the  statement  that  if  all  buy  ^Inmjt 
or  buy  weak,  it  i>  an  indication  there  is  no  competition  at  all. 

Mr.  Wii>ox.  That  would  indicate  comi^etition  in  each  market  to 
me.  If  they  were  all  out  buying  strong  that  particular  day,  it  would 
))n)l)ably  mean  that  there  was  a  g(M>d  market  in  the  East  and  the} 
wanted  the  stuff. 

Mr.  Sn(M)K.  And  instead  of  there  not  l>eing  competition  you  think 
that  shows  there  wns  competition. 

Mr.  Wiix»N\  Snrelv. 
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Mr.  Snook.  I  would  like  to  call  your  attention  to  one  other  thing 
about  which  you  spoke,  and  that  I  want  to  clear  up  and  make  very 
clear,  if  I  can.    That  is  about  this  Austin  matter.    I  I'efer  now  to' 

fage  95  of  the  hearings,  and  which  includes  Mr.  Colver's  testimony, 
refer  to  the  statement  made  by  Mr.  Murdock,  in  which  he  says, 
speaking  about  the  plant  at  Austin,  Minn. : 

In  the  city  of  Austin  I  found  a  very  fine  packing  plant,  an  old  institution 
which. had  grown  up  with  the  city,  and  wldch  had  maintained  itself  against  the 
larger  paclters,    *    »    * 

Mr.  Murdock  makes  this  statement,  and  I  want  to  call  your  atten- 
tion to  it,  because  I  believe  it  answers  the  inquiry  when  you  were 
talking  to  Mr.  Hamilton : 

During  this  investigation — and  this  answers  your  question  directly — it  was 
discovered  that  the  larger  packers,  the  five  big  packers,  or  some  of  them,  had 
established  around  the  city  of  Austin,  Minn.,  concentration  buying  places,. 
places  where  stock  could  be  intercepted  on  its  way  into  Austin,  taken  away  from. 
Austin  and  shipped  into  Chicago. 

Have  the  big  packers  done  that  ? 

Ml*.  WiijsoN.  No,  sir.  There  is  no  concentration  point  that  I  know 
of  around  there.    And  I  think  Mr.  Hormel 

Mr.  Snook  (interposing).  You  catch  the  point.  He  says  a  number 
of  railroads  converge  into  Austin,  and  that  you  can  cut  oif  the  trade 
from  Austin. 

Mr.  Wilson.  That  does  not  exist.  And  further  along  he  men- 
tions specifically,  I  think  it  was  Mr.  Colver,  the  one  station  estab- 
lished by  Cudahy. 

Mr.  Snook,   i  es,  sir. 

Mr.  Wilson.  Xow,  that  is  the  only  one  that  anybody  seems  to 
know  anything  about,  and  that,  as  I  told  you  on  yesterday,  was  es- 

are  called  the  five  big  packers. 

Mr.  Snook.  He  goes  on  and  draws  a  picture,  and  says  on  account 
of  the  concentration,  the  market  was  cut  off  at  Austin,  and  this  com- 
pany will  soon  die  and  go  to  pieces. 

Mr.  Wilson.  Well,  Mr.  Hormel  has  testified  before  you  and  shown 
vou  where  he  has  accumulated,  and  was  able  to  increase  his  stock 
out  of  surplus  400  per  cent,  and  has  shown  where  he  has  grown  from 
610  hogs  in  1892  to  4.000  hogs  at  the  present.  He  has  also  told  you 
in  his  evidence  here  that  he  can  not  handle  all  the  hogs  he  can  get- 
I  think  that  answers  that  proposition. 

Mr.  Snook.  Just  one  more  question  or  two  about  the  bill.  You 
have  read  this  bill  before  the  committee,  haven't  you,  this  proposed 
law? 

Mn  Wilson.  Yes,  sir. 

Mr,  Snook.  Do  you  construe  this  proposed  law  to  mean  if  it  were 
enacted  that  there  would  be  Government  ownership  of  refrigerator 
cars,  stockyards,  and  other  facilities  outside  of  the  packing  plants 
themselves.  Government  ownership  is  the  way  you  consider  it? 

Mr.  Wilson,  'ifhat  is  my  construction  of  it. 

Mr.  Snook.  Or  does  it  mean  Government  control,  like  we  have 
now  with  the  railroads? 

Mr.  Wilson.  Government  ownership  is  my  construction  of  the 
bill,  that  it  is  ultimately  driving  at. 


tablished  by  Cudahy  Bros,  of  Milwaukee,  who  are  not  one  of  what 
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Mr.  Snook.  It  is  ultimately  driving  at  Government  ownership, 
you  think? 

Mr.  Wilson.  Yes,  sir. 

Mr.  Snook.  Have  you  looked  at  the  provision  of  the  bill  that 
provides  for  a  license  system? 

Mr.  Wilson.  Yes,  sir. 

Mr.  SxooK.  You  understand  that? 

Mr.  Wilson.  Yes.  sir. 

Mr.  Sn(h>k.  Do  vou  construe  that  to  m^an  that  if  the  bill  were 
passed  and  the  parlcers  were  put  under  a  license  system^  that  under 
the  regulations  to  be  issued  under  that  license  they  could  prevent 
the  packers  from  engaging  in  these  allied  industries  that  we  speak 
about? 

^fr.  WiiJ^ON.  I  certainly  do.  I  think  they  could  prevent  us  from 
doing  anything  they  mi^Kt  decide  on. 

Mr.  Snook.  lou  think  they  could  circumscribe  the  kind  of  busi- 
ness  in  which  you  could  engage? 

Mr.  WiL<<ON.*  Yes,  sir;  I  think  so. 

Mr.  Snook.  That  is  all  I  care  to  ask. 

The  Chairman.  I  now  recognize  Mr.  Parker  of  New  York. 

Mr.  Parkkr  of  New  York.  All  of  the  questions  I  wanted  to  ask 
have  Ix^en  asked. 

The  Chairman.  Well,  Mr.  Wilson,  it  is  now  time  to  take  a  recess. 
I  will  ask  you  to  come  back  at  2  oVlock.  The  committe  will  stand 
re<'ei»ed  until  that  time. 

(And,  at  1  o'clock  p.  m.  the  committee  took  a  recess  until  2  oVIock 
p.  m.) 

AFTER   RECESS. 

The  committee  reassembled  at  the  expiration  of  tlie  receaa  at  • 

oVIock  p.  m. 

STATEMENT  OF  MB.  THOMAS  E.  WII80V— Besnmed. 

The  Chairman.  The  committee  will  come  to  order.  The  next 
member  on  the  call  is  Mr.  Sweet. 

Mr.  SwKRT.  Mr.  WiNon,  there  has  been  some  testimony  given 
here  in  regard  to  iv  frige  rat  ors  an<l  coolers  and  cold-storage  ware- 
hotiscs.  I  wish  you  would  give  briefly  the  difference  between  theiu 
hn<l  their  rcspe<tive  uses. 

Mr.  Wux»N.  Well,  I  will  start  with  the  coolers  at  the  pmcldii^ 
hou<e.  We  have  what  we  call  the  l)eof  coolers  and  the  pork  coolers: 
that  is  the  hog  roolers  wliere  tlie  whole  carcasses  are  run  in  on  over- 
head rails  inside.  These  rcKHiis  are  kept  at  a  temperature  varying 
from  L^S  to  8(1''  F.  The  tattle  when  slaughtereil,  prouably  30  minate> 
after  drej-sing,  are  run  into  what  we  call  the  beef  coolers,  which  are 
those  which  I  have  ju-^t  des<Til)e«l.  They  are  big  rooms  varjinr 
in  size:  scmie  of  them  will  hold  200  cattle  and  some  will  hold  i^'** 
cattle.  They  have  overhea<l  bunkers  in  which  the  refrigeratioo  b 
worke<l — that  is.  the  different  systems,  some  the  direct  expansion 
anfl  some  the  spray  system,  or  the  apron  system  from  which  thej 
get  their  temperature,  and  the  cinulation  of  air  in  there  takes  the 
moisture  up  from  the  cattle  and  lodges  it  on  the  cold  surface*  aboTe. 
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and  it  condenses  there.  The  cattle  are  left  in  those  rooms  on  an 
average  three  days,  at  which  time  they  are  chilled  through;  that 
is,  the  temperature  of  the  beef  at  the  thick  part,  through  the  round 
or  through  the  shoulder,  is  substantially  at  the  same  temperature 
as  the  room  itself,  and  those  cattle  are  then  ready  for  shipment 
to  our  eastern  distributing  branches.  They  are  always  on  the  over- 
head rails,  and  as  they  ^o  out,  they  are  quartered,  and  the  fore 
quarter  is  cut  from  the  hind  <][uarter.  They  go  out  and  are  loaded 
into  the  refrigerator  car  standing  at  the  beef  liouse  platform. 

Now,  on  the  hogs,  they  go  to  a  similar  cooler  constructed  for  the 
handling  of  hogs.  The  only  difference  is  the  fact  that  it  has  a  little 
lower  ceiling,  because  a  hog  hanging  does  not  take  the  space  that  side 
of  beef  would  take,  and  they  are  held  in  there  usually  for  48  hours 
until  they  are  chilled  down  to  a  temperature  around  32  or  33. 

Mr.  Sweet.  The  cooler  then  is  an  adjunct  of  the  packing  plant, 
and  is  not  really  used  as  a  place  of  storage. 

Mr.  Wilson.  No.  Now,  just  as  soon  as  those  hogs  have  reached 
that  temperature,  they  then  go  to  what  we  call  the  cutting  room, 
where  they  are  cut  into  the  pnmal  parts,  the  ham,  belly,  back,  shoul- 
der, loin,  and  everything  that  we  cut  the  hog  into,  and  they  in  turn 
go  to  their  respective  departments,  either  to  the  curing  or  into  the 
packing  room,  or  wherever  they  are  destined  to  go. 

Now,  those  are  the  beef  house  chill  rooms. 

We  have  in  addition  at  the  packing  hoases  freezers  where  we  first 
sharp  freeze  the  beef  that  comes  out  of  these  rooms,  if  we  are  goin^ 
to  freeze  the  beef  or  the  pork  which  comes  out  of  these  rooms,  and 
they  go  into  a  temperature  of  anywhere  from  5  above  to  10  below 
zero  in  the  sharp  freezer.  Governed  somewhat  by  the  temperature 
of  that  sharp  xreezer  is  the  time  the  stuff  remains  in  the  sharp 
freezer,  and  as  soon  as  it  is  firmly  frozen  throughout,  then  it  will 
go  to  the  freezer  storage,  which  is  a  room  held  anywhere  from  15 
above  zero  to  zero,  and  there  it  is  piled  in  piles  or  tiers,  and  held  for 
such  length  of  time  as  the  uses  of  it  will  justify,  and  that  varies  de- 
pending upon  the  article. 

Mr.  Sweet.  Yes ;  and  depending  upon  the  market  ? 

Mr.  Wilson.  And  to  some  extent  upon  the  market. 

Mr.  Sweet.  Now,  as  to  cold  storage  plants.  Have  you  cold  stor- 
age plants  in  connection  with  the  packing  houses? 

Mr.  Wilson.  That  freezer  is  the  only  cold  storage  plant  that  we 
would  have,  for  instance,  and  we  have  in  connection  with  that  rooms 
where  we  store  other  products  of  our  own,  produce,  and  other  meat 
products,  other  than  just  the  fresh  products  which  require  the  low 
temperature.  Now,  in  the  ordinary  sense,  when  you  speak  of  a 
cold  storage  plant,  to  us  that  means  a  public  cold  storage  plant 
owned  by  others  than  the  packers,  outside,  and  there  are  many  in 
Chicago  and  many  in  all  oi  the  larger  cities  in  the  country.  Those 
are  similar  to  our  freezer  plants.  They  have  the  sharp  freezers, 
and  the  regular  freezer  storage,  and  they  are  operated  about  the 
same  as  we  operate  our  plant  freezer.  You  will  appreciate  the  im- 
portance of  the  plant  freezer  when  I  tell  you  that  substantially  all 
of  the  product  we  have  sold  to  the  allies  in  the  way  of  beef,  for 
instance,  has  all  been  frozen  before  shipment.  All  our  beef  going 
over  for  our  own  Army  and  going  to  our  own  Navy  has  been  irozeu 
before  shipment,  and'  from  that  you  will  see  the  importance  of 
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the  sharp  freeser  and  the  storage  freezer  for  the  handling  of  that 
great  Yoluine. 

Now,  ffoing  on,  after  our  beef  is  loaded  in  our  refrigerator  car 
at  our  mant,  it  comee,  for  instance,  here  to  Washington,  and  we 
have  a  Duildinff  here  located — I  do  not  know  the  name  of  tne  street* 
but  it  is  down  here  near  Pennsylvania  Avenue,  and  is  right  opposite 
the  public  market  there — and  in  there  we  have  another  oScler.  That 
is  a  cooler  maintained  at  a  temperature  of  about  32  to  30  or  36« 
changing  somewhat  with  the  season.  That  is  refrigerated  by  mw 
chinery  as  well.  Now,  that  cooler  will  hold  probably  two  or  thrw 
cars  of  refri^rated  beef.  We  do  not  put  frozen  beef  in  there*  bui 
refrigerated  beef  which  is  hung  in  quarters  on  the  rails  in  the  cooler, 
and  there  is  where  the  trading  is  done;  that  is.  that  is  where  the 
butcher  will  go  in  and  look  the  carcasses  over  ana  make  his  selection 
and  dicker  with  our  salesman  or  our  manager. 

Now,  in  that  same  house  we  have  another  small  cooler  where  we 
handle  pork  products,  carried  at  about  the  same  temperatnrei  and 
where  we  carry  produce  and  other  lines  that  require  refrigeration. 

Now,  tliat  is  the  branch  market,  i*eferred  to  by  some  as  stora^se 
plant,  but  it  is  not,  in  the  common  sense,  a  storage  pliant.  It  is  just 
a  marketing  place  for  our  product,  and  we  do  not  aim  to  carry  any 
quantities  of  stuff  there  of  any  kind  other  than  what  is  required  from 
week  to  week. 

Naturally,  the  refri^rated  beef,  or  what  we  call  the  fresh  beef, 
we  want  to  turn  as  quickly  as  we  reasonably  can.  We  get  the  best 
results  and  the  butcher  who  cuts  it  gets  the  best  results,  and  the  con* 
sumer  gets  the  best  results  from  that  prompt  handling  of  the  chilled 
meat. 

Mr.  Sweet.  What  is  your  capacity  for  storing  and  holding  meat 
after  it  has  been  refrigerated — I  am  speaking  generally,  now! 

Mr.  Wilson.  Just  on  the  frozen  meat?  Of  course*  a  lot  of  the 
pork«  you  know,  goes  to  what  we  call  the  cellars,  where  we  do  our 
curing.    That  is  refrigerated  also  but  at  a  higher  temperature. 

Mr.  Sweet.  Well,  taking  all  of  your  meat  capacity  or  all  of  your 
capacity  for  storing  meat. 

Mr.  IViusoN.  At  all  places? 

Mr.  Sweet.  At  all  places. . 

Mr.  Wilson.  Our  capacity  would  probably  be  80,000,000  pounds 
beef  and  pork. 

Mr.  Sweet.  And  would  it  be  fair  to  say  that  all  the  other  packers 
referred  to  ordinarily  as  the  large  packers  have  that  capacity  or  a 
greater  capacity  ? 

Mr.  WiuBON.*  Yes;  or  more.  Of  course,  the  others,  some  of  thcm« 
have  more,  considerably  more. 

Mr.  Sweet.  Now,  do  you  store  any  of  your  meat  in  these  public 
cold  storage  warehouses  i 

Mr.  Wilson.  At  times;  yes.  We  have  had  to  do  a  good  deal  of  thai 
during  the  past  year  or  so.  Meat  that  we  have  sold,  for  instanoe* 
to  the  British  Government,  the  beef,  has  gone  into  public  storage 
houses,  and  then  it  is  subject  to  their  shipping  instructions.  Meat  fur 
our  own  Army  has  txK^n  put  into  these  public  cold  storage  bouses  by 
tu<.  The  Quartermaster  Department  will  secure  that  space  ttmn- 
selves,  and  they  will  order  us  to  put  certain  quantittea  in  certam 
cold  storage  plants,  and  then  the  Army  becomes  the  owner  of  iu 
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Mr.  Sweet.  Prior  to  the  war,  you  held  a  great  deal  of  this  meat 
in  cold  storage  awaiting  an  advance  in  the  market  or  a  change  in 
market  conditions,  oftentimes,  did  you  not? 

Mr.  W1U8ON.  That  is  seasonal.  For  instance,  when  the  canner 
cattle  are  coming,  they  come  in  quantities  in  excess  of  our  ability 
to  can  and  handle  the  product,  and  in  that  case  we  will  store  them, 
and  then  when  the  run  runs  off,  and  they  commence  to  slacken  up, 
then  we  commence  to  use  out  of  the  storage  plant  in  order  to  keep  our 
canning  facilities  going;  and  of  course,  that  enables  us  to  absorb  all 
the  cattle  that  come  in  whether  a  market  is  there  for  them  at  the  min- 
ute or  not. 

Mr.  Sweet.  Are  you  interested  in  the  Merchants  Cold  Storage 
Plant  at  Chicago? 

Mr.  Wilson.  The  Merchants  Cold  Storage  Plant  is  not  a  corpo- 
ration any  longer.    That  is  our  plant  at  our  packing  house. 

Mr.  Sweet.  I  did  not  understand  that. 

Mr.  Wilson.  That  is,  when  I  went  with  the  concern,  they  operated 
it  as  a  separate  corporation,  but  I  closed  that  out  substantially,  and 
it  is  operated  on  our  own  stuff.  It  is  right  in  the  stockyards  and 
connected  right  up  with  our  plant. 

Mr.  Sweet.  How  about  the  Illinois  Cold  Storage  Plant  ? 

Mr.  Wilson.  No;  we  have  no  connection  with  the  Illinois. 

Mr.  Sweet.  Nor  the  G.  H.  Hammond  Cold  Storage  Plant  ? 

Mr.  WiusoN.  No ;  we  have  no  connection  at  all  with  that.  That,  I 
think,  is  a  Swift  &  Co.  proposition. 

Mr.  Sweet.  And  the  Ashland  is  a  Morris  proposition  ? 

Mr.  Wilson.  Yes,  sir;  I  think  that  to-day  none  of  those  now  does 
but  very  little  of  outside  business.  I  think  they  are  used  almost  en- 
tirely  in  the  handling  of  their  own  products,  just  as  I  have  described, 
or  substantially  so. 

Mr.  Sweet.  Now,  last  evening  I  saw  an  item  in  the  paper  in  regard 
to  the  large  quantities  of  meat  from  hogs  and  cattle  in  the  cold-stor- 
age plants  at  New  York  City.  It  was  said,  "  66  public  warehouses  in 
New  York  State  are  overflowing  with  accumulated  foodstuffs  to-day 
while  retail  food  prices  cling  generally  to  war-time  levels." 

Then,  in  another  part  of  tne  article  it  is  said  the  frozen  beef  in 
these  plants  in  January,  1918,  was  6,604,000  pounds;  on  January, 
1919,  9,061,000  pounds;  and  it  also  spoke  of  cured  meats,  810,000 
pounds  in  January,  1918,  and  in  January,  1919,  2,211,000  pounds; 
frozen  pork  in  Januarv,  1918,  860,000  pounds,  and  in  Januarv,  1919, 
2,292,000;  dry  salt  pork,  289,000  pounds  in  January,  19i8,  and 
936,000  pounds  in  January,  1919. 

Can  you  tell  me  how  much  or  what  per  cent  of  those  meat  products 
are  owned  at  the  present  time  by  the  packers? 

Mr.  Wilson.  I  could  not  tell  you  except  in  a  general  way.  I  think 
very  little,  if  any,  of  it;  and,  of  course,  while  that  sounds  like  big 
figures,  it  does  not  amount  to  very  much.  You  take  the  9,000,000 
pounds  of  beef,  for  instance,  and,  I  think,  an  investigation  will  show 
that  that  probably  belongs  to  either  the  Quartermaster  Department 
or  to  the  Allied  Purchasing  Commission  for  England,  France,  or 
Italy.  Now,  that  9,000.000  pounds  of  meat  would  be  about  what  they 
would  take  on  one  good-sized  boat;  that  is,  that  would  not  be  all  of 
the  tonnage  that  boat  would  carry,  but  it  would  be  all  the  refrig- 
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erated  tonnage  she  could  take;  and  that  9,000,000  pounds  of  meat,  if 
you  will  jufit  figure  it  out,  if  it  is  Quaitermaster  stuff,  would  not  la^t 
our  Army  over  there,  if  the  Amiy  is  down  to  1,000,000  men,  and  I  do 
not  know  how  many  we  have  over  there,  but  on  the  ration  of  a  pound 
a  day,  you  can  see  how  Ions  that  stock  would  last — a  nine-day  *» 
supply.  That  is  stuff,  I  thinK,  Mr.  Congressman,  that  is  in  tranMt 
for  European  markets  or  for  European  uses,  and  either  owned  by 
our  own  Government  or  by  the  Allies.  1  do  not  think  any  great 
part  of  it  is  owned  by  any  of  the  packers.  Those  sound  like  bi^; 
figures,  but  when  you  figure  the  volume  of  the  business  they  are  not 
large  at  all. 

Mr.  Sweet.  I  think  this  article  also  stated  that  there  are  350,000,000 
pounds  of  meat  in  the  country  at  the  present  time,  and  it  also  states 
that  this  is  really  as  large  an  amount  as  has  been  in  the  country  at 
anv  one  time. 

Mr.  Wilson.  Well,  I  would  not  be  surprised  but  what  that  is  cor- 
rect This  is  the  peak  of  the  packing  season.  In  that  350/)00,00(i 
pounds  there  is  a  good  deal  of  it  which  is  sold  and  that  the  foreign 
governments  are  under  obligations  to  take  and  will  take.  Now,  just 
lot  me  sliow  you  what  that  quantity  means  when  you  get  right  down 
to  it.  I  referred  yesterday  to  an  order  we  had  from  Mr.  Cotton  last 
February  for  147^000,000  pounds  to  be  shipped  in  two  weeks.  That 
is  half  of  this  total  ({uantity  in  storage  to-aay  that  you  refer  to.  I 
simply  cite  that  again  to  show  you  that  it  is  really  bard  for  any  of 
us  to  appreciate  tliese  millions  and  just  what  that  does  mean.  It 
sounds  like  a  terrible  quantity,  but  when  you  figure  the  uses  that  are 
being  made  of  it,  and  the  millions  of  people  there  are  to  eat  it,  it 
does  not  amount  to  so  much;  and  I  will  further  say  that  if  they  haii 
that  350,000.000  pounds  over  there  to-day  it  would  not  lasl  very  long. 
The  trouble  is  in  getting  it  over  there. 

Mr.  Sweet.  Wliat  is  the  object  at  the  present  time  of  allowing  so 
largi*  an  accumulation  of  meat  in  storage  in  this  country! 

Mr.  WiuBOK.  WelK  it  is  the  usual  custom,  of  course,  to  take  thesv 
hogs  fnim  the  farmer  when  they  are  ready  to  be  slaughtered.  Yoa 
can  not  market  them  all  at  the  time  you  slaughter  them.  The  meat^ 
have  got  to  l)e  cured.  A  ^reat  deal  of  the  meat  referred  to  there  i^ 
still  in  the  process  of  curing,  and  it  takes  some  of  it  as  long  as  tV( 
davs  and  some  even  a  little  more  than  that  before  it  is  ready  to  be 
shipped.  There  is  no  unusual  condition  there.  It  is  a  condition  that 
the  season  brings  about,  and  every  packer  in  the  country  to-day  h 
operatinir  at  his  maximum  capacity  in  order  to  pick  up  this  aocumu- 
lation  of  hofr<  tliat  are  offered  on  the  market. 

Mr.  SwKFT.  This  meat  is  not  being  held  at  the  present  time  for  the 
pnrf)OM»  of  keeping  up  the  price  to  the  consumer,  is  it? 

>fn  Wii^MON.  Not  at  all;  not  at  all. 

Mr.  SwFET.  In  other  words,  the  pork  of  this  country  has  bee©  pur- 
chased at  17 J  cents  a  pound,  and  is  there  any  thought  at  the  present 
time  in  the  minds  of  the  packers  of  accumulating  a  large  amoaat  of 
this  product  in  the  country  in  order  that  you  may  finally  dispose  of 
it  at  a  rpaw)nable  profit? 

Mr.  WTiJ«i)N.  There  is  no  packer  foolish  enough  to  do  that  at  this 
time.  With  17}  cents  for  pork,  he  does  not  want  to  acciunalate  any 
more  than  he  has  to. 
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Mr.  Sweet.  Let  me  go  a  step  further.  Is  any  part  of  the  meat 
product  of  this  country  or  any  considerable  part  of  the  meat*product 
of  the  country  held  by  speculators  to-day? 

Mr.  Wilson.  Not  a  great  quantity  of  pork  products  or  beef  prod- 
ucts. 

Mr.  Sweet.  Do  the  packers  to-day  sell  to  what  we  ordinarily  term 
speculators? 

Mr.  Wilson.  Well,  the  packers  would  not  know  on  that  end  of  it 
just  who  they  were  selling  to,  probably.  That  would  be  sold  through 
a  board  of  trade  and  sold  through  board  of  trade  commission  houses, 
and  any  packer  who  might  feel  he  had  an  excessive  line  of  stuff  might 
offer,  for  instance,  some  January  ribs  or  January  lard  or  February  or 
May  stuff  through  the  board  of  trade,  and  that  might  be,  and  prob- 
ably would  be,  some  of  the  smaller  packers. 

Mr.  Sweet.  Do  you  believe  to-day  that  if  the  price  of  pork  had  not 
been  fixed  at  17^  cents  a  pound,  the  price  of  pork  would  be  less  than 
it  is. to-day  to  the  consumer? 

Mr.  Wilson.  Yes ;  I  believe  so. 

Mr.  Sweet.  Do  you  believe  the  price  of  pork  would  be  less  to  the 
producer? 

Mr.  Wilson.  Oh,  absolutely. 

Mr.  Sweet.  In  other  words,  would  the  market  price  of  pork  be 
less  than  17^  cents  a  pound  if  it  had  not  been  fixed  at  17^  cents  a 
pound  ? 

Mr.  Wilson.  Yes. 

The  Chairman.  You  mean  the  price  of  hogs. 

Mr.  Sweet.  Now,  why  is  that  so  ? 

The  Chairman.  Do  you  not  mean  the  price  of  live  hogs.  Is  not 
that  what  you  refer  to  ? 

Mr.  Wilson.  Yes ;  I  assumed  he  meant  that,  and  the  basis  of  that 
price  for  the  product. 

Mr.  SweAt.  Yes ;  I  meant  the  basis  of  that  price  for  the  product. 

The  Chairman.  You  keep  calling  it  pork  and  I  wanted  to  under- 
stand it. 

Mr.  Sweet.  I  think  the  witness  understood  what  I  meant ;  at  least, 
he  answered  as  if  he  did. 

The  Chairman.  I  wanted  to  see  if  I  understood  you. 

Mr.  Wilson.  I  will  tell  you  why  that  is  so. 

The  Government,  the  Agricultural  Department,  and  the  Food 
Administration  went  out  into  the  country  and  encouraged  an  in- 
crease in  the  production  of  ho^  and  they  got  a  big  response.  The 
country  did  increase  its  production  of  hogs.  Now,  the  armistice  hap- 
pened just  at  the  time  when  that  big  run  of  hogs  was  coming,  and 
was  coming  in  great  quantities,  coming  in  greater  quantities  than 
the  packers  could  handle  the  stuff.  When  the  armistice  was  signed, 
the  country  was  of  the  opinion  that  the  war  was  over,  and  that,  as 
has  been  intimated  in  many  ways,  prices  would  be  bound  to  go  down, 
so  every  man  who  owned  a  hog  or  a  lot  of  hogs  was  insisting  upon 
putting  them  on  the  market  and  getting  rid  of  them.  Now,  that 
condition  is  bound  to  bring  about  lower  prices,  because  it  brought  u 
surplus  of  hogs  in  every  market  in  excess  of  the  possibile  ability  of 
the  packers  to  handle  them.  Now,  under  that  condition,  there  is 
harmy  any  power  possible  to  hold  it;  I  mean, 'any  marketing  power, 
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unless  there  is  some  arbitrary  fixing.  Yoa  could  not  hold  it;  it 
would  be  physically  impossible ;  and  nogs  last  NoTember  would  have 
sold,  in  my  opinion,  for  5  cents  a  ponnd  less,  live  boss  would  hare 
sold  for  5  cents  a  ponnd  less  than  they  sold  for  in  NovembeFf  and 
have  sold  for  since  had  it  not  been  that  the  price  had  arbitrarily  been 
fixed  by  the  Oovemment. 

Mr.  Sweet.  Is  it  your  judgment  that  then,  that  the  price  of  hogs 
should  be  contined  at  17^  cents  a  pound,  or  something  near  that  for 
the  next  few  months  I 

Mr.  Wnj90N.  No.  I  would  not  say  that.  My  understanding  of  the 
situation  is  that  the  Government  is  under  obligation  to  the  producen? 
of  all  of  the  hogs  from  the  farrow  of  last  spring,  and  they  hare  gone 
on  record  to  the  producer  that  they  would  get  that  price  for  aU  of 
the  hogs  from  that  farrow  of  last  spring.  It  will  take  probably  thi^ 
month  and  next  month  for  the  Government  to  discharge  that*  obli- 
{ration.  That  is  the  justification  of  it.  It  is  not  a  commercial  propo- 
sition. 

Mr.  Sweet.  And  it  is  not  based  upon  the  law  of  supply  and  de- 
mand at  all  ? 

Mr.  WiuBON.  No,  sir ;  it  is  not. 

Mr.  Sweet.  Do  you  believe,  in  ordinary  times,  that  the  packing 
interests  of  this  country,  on  account  of  the  large  amount  of  storage 
facilities  that  they  have,  can  in  a  measure  control  the  price  at  which 
meat  products  are  sold  to  the  consumer? 

Mr.  Wilson.  No;  I  think  not.  Now,  you  take  for  instance  beef. 
We  can  not  use  those  facilities  in  normal  times  for  beef.  Thi^ 
country  will  not  consmne  frozen  beef,  and  that  is  the  only  poasibie 
way  you  can  save  it,  and  a  man  would  be  a  fool  to  put  beet  in  the 
freezer  and  freeze  it,  when  he  knows  that  is  going  to  depreciate  tin* 
market  value  of  it  anvwhere  from  2  to  5  cents  a  pound.  No  en- 
hancement in  the  market  by  holding  stuff  off  of  the  market  would 
justify  that  kind  of  business. 

Mr.  Sweet.  Then,  your  position  is  that  it  is  very  seldom  that  the 
meat  packers  hold  their  meat  any  length  of  time  in  order  that  they 
may  obtain  a  better  market  for  their  product? 

Mr.  WiusoN.  That  is  my  position.  The  packer  is  educated  to  thi* 
c^uick  turnover  and  the  faster  they  can  get  rid  of  it  the  better  tbev 
like  it. 

Mr.  Sweet.  Statements  that  we  i-ead  in  the  newspapers*  then.  ir. 
regard  to  speculators  accumulating  large  amounts  of  meat  or  other 
products  in  cold  storage  and  holding  those  products  in  order  that 
they  may  obtain  a  better  market  are  not  well  founded? 

iVIr.  Wilson.  Not  well  founded  as  far  as  the  meat  business  ia  con- 
cerned.   It  mav  be  on  other  food  produrts. 

Mr.  Sweet.  Is  that  true  in  regard  to  e^gs? 

Mr.  Wii^Aox.  No:  I  would  not  say  it  is  true  in  regard  to  eggs.  I 
think  eggs  are  held  in  cold  storage  more  as  a  speculation,  a  good 
deal  more,  than  meats  are;  but,  of  course,  a  great  many  eggs  are 
held  in  storage  and  put  in  storage  as  a  seasonable  proposition  that 
could  not  be  used  in  any  other  way. 

Mr.  Sweet.  How  long  can  meat  be  kept  in  cold  storage  without 
any  practical  injury  to  it  ? 
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Mr.  WiiisoN.  Tou  mean  by  that  f  re^  mei^t,  uncured  meat  ? 

Mr.  Sweet.  I  mean  meat  that  is  placed  in  cold-storage  warehouses. 

Mr.  WiMON.  Well,  it  could  be  held  for  a  week — ^frozen  meat,  of 
course. 

Mr.  Sweet.  The  amount  of  sales  during  last  year  of  Wilson  &  Co. 
^ere  about  $400,000,000? 

Mr.  Wilson.  Substantially  that ;  yes,  sir. 

Mr.  Sweet.  Do  you  remember  what  they  were  in  1916  ? 

Mr.  Wilson.  I  can  tell  you  in  a  moment. 

Mr.  Sweet.  Well,  we  need  not  take  the  time  now,  but  you  can  insert 
thait  in  the  record  later.  This  much  is  true,  the  amount  of  your 
sales  were  much  less  than  they  were  in  1918  ? 

Mr.  WnflON.  Yes,  sir. 

Mr.  Sweet.  And  the  price  that  you  paid  for  product  in  1916  was 
much  less  than  what  you  paid  in  1918  ? 

Mr.  Wilson.  Spmewhat  less ;  yes,  sir. 

Mr.  Sweet.  Now,  in  having  $400,000,000  as  the  amount  of  your 
sales  in  1918,  the  amount  of  the  product  you  handled  in  1918  and  in 
1916,  when  compared  would  be  much  less. 

Mr.  Wilson.  The  amount  was  somewhat  less ;  yes,  sir. 

Mr.  Sweet.  The  increase  in  the  amount  of  your  sales  in  1918  is  in 
part  due  to  the  increased  value  of  the  products? 

Mr.  Wilson.  Yes,  sir. 

Mr.  Sweet.  And.  I  may  say,  taking  into  consideration  the  general 
increase  in  the  production  of  meat  product  in  this  country,  that  your 
increase  in  the  amount  of  sales  was  about  proportionate  to  the  gen-: 
«ral  increase  of  production  in  the  country. 

Mr.  Wilson.  Not  exactly.    We  did  a  little  better  than  that. 

Mr.  Sweet.  Taking  into  consideration  the  increase,  also  the  price 
in  the  product. 

Mr.  Wilson.  Yes;  even  with  that  we  did  a  little  better. 

Mr.  Sweet  Now,  since  the  war,  as  I  understand  it,  there  has  been 
a  great  demand  for  canned  beef  ? 

Mr.  Wilson.  Yes,  sir. 

Mr.  Sweet.  More  so  than  ever  before  ? 

Mr.  Wilson.  I  think  that  is  right. 

Mr.  Sweet.  And  the  price  of  canned  beef  has  increased,  has  it  not  ? 

Mr.  Wilson.  Yes;  in  keeping  with  the  increase  in  the  price  of 
the  live  cattle. 

Mr.  Sweet.  Yes ;  now,  has  the  increase  in  the  price  of  cattle  that 
are  fit  for  canned  beef  increased  in  the  same  proportion  as  other 
kinds  of  cattle  have  increased? 

Mr.  Wilson.  I  think  they  have. 

Mr.  Sweet.  In  other  words,  has  there  been  a  like  increase  on  what 
we  call  canners,  taking  into  consideration  the  demand  for  canners 
and  the  increased  price  of  the  canned  beef? 

Mr.  Wilson.  I  think  fully  as  much  and  maybe  more.  I  would 
not  be  surprised  if  it  was  more  in  proportion,  relatively. 

Mr.  Sweet.  Mr.  Wilson,  throughout  the  testimony  here,  we  find 
that  there  is  a  tendency  on  the  part  of  those  who  are  interested  in 
packing  plants  to  purchase  stock  in  stockyards.  Stockyards,  of 
course,  are  naturally  related  to  placking  plants.  Now,  the  fact  that 
the  packers  and  the  men  interested  in  packing  concerns  purchase 


1816      OOyERKMENT  CONTROL  07  MBAT-PACKIKG  nfn>TT8TRT. 

Stock  in  stockyards  companies — is  that  due  to  their  general  interest 
in  the  business  or  because  it  is  a  good^  financial  investment  t 

Mr.  Wilson.  In  the  first  place,  I  do  not  think  there  is  that  ten- 
dency on  the  part  of  the  oiEcers  or  owners  of  the  packing  houses  to 
buy  stock  in  stockyards  to-day.  I  am  speaking  or  myself.  I  have 
no  desire  to  buy  stock  in  stockyards,  and  I  have  not  bought  any  for 
a  very  long  time. 

Mr.  Sweet.  I  bring  this  matter  up  because  in  reading  the  state- 
ments of  the  Federal  Trade  Commission  that  inference,  it  seems  to 
me,  can  be  drawn. 

Mr.  Wilson.  I  am  telling  you  that  is  not  correct  with  reference  to 
my  concern,  because  my  concern  is  not  interested  in,  or  anxious  to 
buy  stock  in,  anybody's  stockyards,  and  they  do  not  own  an3'  stock 
in  any  stockyards  with  the  exception  I  noted  here  yesterday,  which  I 

rirsonally  own,  and  which  amounts  to  substantially  nothing;  and 
do  not  think  that  that  really  is  a  fair  conclusion  to  draw  from  the 
entire  situation.  I  gave  you  yesterday  the  experiences  I  had  in 
Oklahoma  ('ity  and  I  am  sure  there  was  not  anv  great  anxiety  on  the 
part  of  the  Morris  people,  whom  I  representee^  at  that  time,  to  own 
stock  in  a  stockyard.  I  do  not  tliink  they  were  prompted  by  that 
desire  nor  by  the  thought  that  that  would  be  a  wonderfuUv  big  pay- 
ing proposition.  Tliey  did  not  think  so  at  the  time,  and  I  do  n«it 
thinic  they  have  ever  thouglit  <o  since;  and,  as  a  matter  of  fart,  it 
has  not  lK»en. 

Mr.  SwKfrr.  Will  you  go  further  and  say  that  it  was  not  for  ti»«* 
purpose  of  influencing  marketing  conditions? 

Mr.  Wilson.  It  was  for  the  purpcv^e  of  providing  proper  facilities 
for  the  marketing  of  live  stock,  which  thev  felt  and  which  I  felt  and 
still  feel  is  l)ettor  done  and  can  be  better  rfone  by  the  packer  intere>t'i 
than  it  can  be  done  by  other  interests.  I  sav  that  not  to  defend  any- 
IhxIv  who  owns  stock  in  stockvards,  because  I  do  not  care«  becauH>. 
lis  J  say«  my  company  does  not  own  any  stock  in  stockyards,  and  I 
feel  I  am  at  no  disadvantage  whatever  because  of  that  fact;  but  I 
do  think  that  the  producer,  when  all  this  is  cleared  away,  will  find 
that  the  facilities  lurnished  by  the  packers  and  the  operation  of  the 
yards  bv  the  packers,  is  a  better  thing  for  him  than  any  other  can- 
dition  that  might  be  brought  about.    I  believe  in  that. 

Mr.  SwKjn-.  Do  you  own  any  stock  in  any  of  the  other  packing: 
concerns  ? 

Mr.  Wilson.  I  own  a  little  st<K*k  in  the  We.stem  Meat  Co-,  iii 
California — "250  shares. 

Mr.  SwKi.T.  And  that  is  all? 

Mr.  Wilson.  That  is  all;  and  that  I  bought  and  paid  for  with  my 
own  money,  and  I  paid  the  market  price. 

Mr.  Sweet.  Are  you  connected  in  any  way  with  Morris  A  Ca  at 
the j>n»><»nt  time? 

Mr.  Wilson.  Not  at  all,  in  any  shape  or  form.  I  was  the  trustee 
of  the  estate  of  Edward  Morris. '  At  tne  time  of  his  death  I  was  the 
exe<*utor  and  later  the  trustee,  and  when  I  severed  my  oonncctiocH 
with  the  company  I  resigned  as  trustee  of  the  estate  also. 

Mr.  SwKf:T.  So  at  the  present  time  you  are  not  a  trustee  of  th^ 
Morris  estate  at  all? 

Mr.  Wilson.  Not  at  all.  and  have  no  connection  with  it  in  any 
bha|)e. 


QOVEBKMENT  CX)NTBOL  OF  MEAT-PACKING  INBUSTBT.       1317 

Mr.  Sweet.  I  think  that  is  all,  Mr.  Chairman,  but  I  would  like  to 
put  into  the  record  at  this  point  a  part  of  this  article  in  the  news- 
paper setting  forth  some  of  the  statements  that  I  read  from  the 
article.    The  article  is  very  short. 

(The  article  referred  to  follows:) 

SPECULATORS  LOSE  MILLIONS  ON  TUMBLE  OF  FOOD  FSICES. 

New  Yobk,  January  29, 

Food  speculators  In  the  United  States  hold  the  greatest  stock  of  edibles  ever 
gathered  together  in  storage  warehouses  of  this  country. 

Prices  are  higher  than  ever  in  the  history  of  America.  Prices  can  not  main- 
tain the  high  level  at  which  they  are  now  placed.  Production  of  meats  is 
cheaper  and,  as  a  consequence,  the  Government's  price  of  $17.50  for  hogs  is 
bound  to  come  down.    A  market  panic  of  Importance  is  impending. 

These  are  statements  made  to-day  to  the  United  Press  by  P.  Q.  Foy,  editor 
of  the  Market  Report,  and  reputed  to  be  one  of  the  best  informed  men  on 
market  conditions  in  the  country. 

South  American,  New  Zealand,  Australian,  and  Siberian  goods  are  beginning 
to  appear  on  the  market,  Foy  also  said,  and  the  effect  is  being  felt.  Prices 
must  fall  more  than  they  have  recently  and  speculators  stand  to  .lose  millions 
In  the  tumble. 

LABGE  QUANTITIES  OF  BUTTER. 

Already,  Mr.  Foy  stated,  Speculators  In  New  York  have  felt  a  million  slip 
ont  of  their  pockets  through  the  importation  and  sale  of  500,000,000  pounds  of 
Siberian  butter.  As  much  more,  he  said  will  be  thrown  on  the  market.  Aus- 
tralian and  New  Zealand  dairy  products,  he  declared,  are  on  their  way  to  this 
country  to  help  in  the  smashing  of  the  food  speculators. 

Foy  quoted  figures  to  prove  that  production  has  reached  Its  highest  point. 
He  declared  it  has  climbed  to  such  a  figure  that  glutting  of  the  market  is  cer- 
tain to  follow.  People,  he  pointed  out,  have  been  living  on  reduced  rations 
during  the  war,  while  the  Government  has  urged  greater  production.  The 
result  has  been  a  staggering  accumulation  of  foodstuffs  in  warehouses. 

Recent  Government  reports,  he  said,  show  there  are  900,000,000  pounds  of 
frozen  pork  in  warehouses,  350,000,000  pounds  of  frozen  beef,  and  10,000,000 
pounds  of  frozen  poultry,  held  In  the  hope  that  prices  will  go  higher.  Holdings 
of  mutton  and  lamb  are  85  per  cent  greater  than  in  1914 — the  year  the  war 
started.  Pork  holdings  have  increased  65  per  cent  in  that  period,  salt  pork  41 
per  cent,  and  pickled  pork  12  per  cent. 

To-day,  Foy  said,  there  are  350.884,441  pounds  of  frozen  beef  in  storage, 
whereas  a  year  ago  there  were  234,055,592  pounds. 

Beef  produced  in  1918,  his  figures  showed,  amounted  to  8,500,000,000  pounds, 
against  6,079,000,000  pounds  in  1914,  an  Increase  of  2,420,000,000  pounds. 

SUBMITS   PRODUCTION   FIGURES. 

Pork  production,  he  showed,  reache<l  8,7e9.000,(XX)  pouiuls  in  1914  and 
10,500,000,000  pounds  in  1918.  Mutton  and  lamb  pro<luction  increased  from 
495.000,000  pounds  in  1914.  to  759,000,000  in  1918. 

Five  years  ago,  he  said,  it  required  a  week  for  a  farmer  with  two  hired  men, 
to  prepare  50  acres  of  land  for  food  production.  To-day,  he  said,  machinery 
has  made  it  possible  for  that  land  to  be  put  into  shape  for  production  within 
a  day.  The  difference,  he  said,  will  make  itself  shown  in  days  to  come  by 
reduced  prices. 

Butter  in  New  York,  Foy  declared,  has  declined  23  cents  during  the  last 
seven  days  as  a  result  of  butter  importations.  Speculators,  he  stated,  have 
lost  about  $1,000,000  on  the  decline. 

Butter  here  slid  into  another  decline  to-day,  when  extra  creamery  dropped 
3i  to  4  cents.  It  is  now  selling  at  46i  to  47  cents,  and,  in  the  words  of  Foy, 
"  weak  at  that." 

Wisconsin  cheese,  Foy  said,  dropped  9  cents  yesterday,  with  an  immediate 
effect  here.    Milk  products  will  slump  at  once  everywhere,  he  predicted. 

Constant  piling  of  products,  with  speeded  production,  due  to  increased  num- 
ber of  workers,  will  cause  a  condition,  he  thought,  that  may  result  in  catas- 
trophe for  speculators  unless  they  begin  getting  ready  for  it  by  making  sales. 
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VAST  QUANITTIBB  OF  FOOD  IN  ItKW  TOftK  WABBHOU8B8. 

Albant,  N.  T.,  Januanf  29. 

Sixty -six  public  warehouseH  In  New  York  State  are  overflowing  with  acru- 
niulated  foodatuffs  to-day.  while  retail  food  prices  cHuk  generally  to  war-time 
levels. 

If  the»(e  stored  supplies  were  placed  on  the  market,  the  cost  of  ll\inic  would 
tobogican. 

Comparison  of  the  quantity  of  food  in  storage  January  1,  1918.  and  January 
1, 1910,  shows  a  tremendous  increase. 

Following  are  the  figures,  as  given  in  reports  made  by  warehouse  nmnagem 
to  the  State  I>»partment.  nnd  checked  by  Inspectors.  Names  of  the  owners 
of  the  goods  are  not  given  out. 


Canunodity. 


FhJMnbMr 

UuTOa  D60I 

IVotenpork 

Dry  Mlt  pork 

Pickled  swwt  pork 

liftrd  and  subsUtutes 

Frozen  Iamb  and  mutton . 

Broilers  (chickens) 

Roastfn  (clilckens) 

Fowls 

Tur  ke  VI  > 

ICiacellaneoos  meats 

Fish 

If If^  I  a"*''^!  f 


In  tiunm  j  Ib 
Jan.  S,     ,     Jan.  1. 

ms.  itis 


no.  400 ! 

000.0»| 

I 


04,101 

l.liQ.ONO 
1.970,357 

3,809,809 

000,020 
700,100 

4.001. «ia 

08,313 


9,001.00 

3.ftl.«0 

3,900.211 

000,373 

i.4«8.m 

3.4tf.M3 

2.«Bl.l'V 

3,8a.«p 

9, 511. 40* 
8.77KM 

4.419.UI 
1.5W.«0 

9.180.000 

usn,337 


I  Turkey  prices  last  ThanksflTinf  and  Cbrittnas  were  record  hnakm. 


New  York  is  one  of  the  food  centers  of  the  United  States,  >o  con- 
ditions in  these  warehouses  may  be  regarded  as  typical  of  condition^ 
in  other  storage  centers. 

Fish  prices,  it  was  noted*  went  up  rapidly  during  the  last  year. 
while  th(»  quantity  of  fish  in  storage  doubled. 

Pres>urc  may  lie  brought  to  bear,  through  public  opinion  or  legis- 
lation, to  place  these  stored  commodities  on  sale  and  thus  break  tin* 
cost  oif  living. 

Mr.  Stinfj*8.  Shortly  before  you  went  into  the  company,  which  U 
now  the  Wilson  Co./you  say  the  Sulzberger  &  Sons  Co.  was  in 
a  bad  way? 

Mr.  Wiusox.  Yes,  sir. 

Mr.  SnxEss.  And  they  were  fearful  they  would  fail? 

Mr.  WiLflON.  That  is  the  way  it  was  represented  to  me  and  that 
was  my  opinixm  at  the  time. 

Mr.  Stinehs.  And  that  stock  was  offered  at  $5  a  share  i 

Mr.  Wii>*<)N.  Yes,  sir. 

Mr.  Stinksh.  And  you  consider  it  was  worth  that  at  that  time  f 

Mr.  Wii>*ox.  I  do.* 

Mr.  Stinf-ss.  What  was  the  book  value  of  that  stock  at  that  linw? 

if  r.  Wii^soN.  About  $70  a  share. 

Mr.  Stinf>w.  At  that  time? 

Mr.  Wii>H)N,  Yes,  sir. 

Mr.  Stiness.  Were  tliese  banks  that  were  trying  to  reorganixe,  and 
did  reorganize  the  company,  lenders  of  nu)ney  to  the  SulKbergrr  4 
Sons  Co.? 

Mr.  WiuaoN.  That  I  could  not  answer.  I  think  possibly  some  of 
them  were,  but  I  do  not  know. 
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Mr.  Stiness.  Was  one  of  them  the  Chase  Bank  ? 

Mr.  Wilson.  If  any  of  them  were  lending  money,  it  would  either 
be  the  Chase  or  the  (juaranty,  because  the  others  do  not 

Mr.  Stiness  (interposing).  Were  these  banks  that  Mr.  Armour  or 
Mr.  Swift,  or  any  of  the  so-called  big  packers  interested  in? 

Mr,  Wilson.  !Not  that  I  know  of. 

Mr.  Stiness.  Now,  the  Sulzberger  stock  was  offered  to  Armour 
and  to  Swift,  was  it  not?  • 

Mr.  Wilson,  It  was  offered  to  Swift.  I  am  not  so  sure  it  was 
offered  to  Armour. 

Mr.  Stiness.  I  think  I  saw  in  the  report  of  the  Federal  Trade 
Commission  that  it  was  offered  to  Armour  and  Swift. 

Mr.  Wilson.  That  is  probably  correct.  I  think  they  peddled  it 
around  pretty  well  at  the  time. 

Mr.  Stiness.  Had  there  been  any  indictment  at  that  time  or  were 
there  any  indictments  pending  against  any  of  the  big  packers,  so- 
called  ? 

Mr.  Wilson.  I  do  not  think  so,  at  that  time.    No ;  there  w^as  not. 

Mr.  Stiness.  Were  the  indictments  brought  before  or  after  that? 

Mr.  Wilson.  What  indictments  do  you  refer  to? 

Mr.  Stiness.  Mr.  Colver  in  his  testimony  said  that  indictments 
were  pending,  but  they  could  not  get  a  trial,  and  there  was  a  delay, 
and  that  is  one  of  the  reasons  why  he  wanted  this  law  passed,  because 
under  the  present  law  they  could  not  get  trials  under  the  indict- 
ments. 

Mr.  Wilson.  I  do  not  think  there  were  any  pending  at  that  time, 
and  had  not  been  for  a  long  time. 

Mr.  Stiness.  Are  there  any  pending  at  the  present  time? 

Mr.  Wilson.  No  ;  not  that  I  know  of. 

Mr.  Stiness.  None  against  your  company  ? 

Mr.  Wilson.  No,  sir. 

Mr.  Stiness.  As  I  understand  it,  the  chief  reason  for  asking  for 
this  bill  by  the  Trade  Commission,  and  also  in  the  opinion  of  the 
public,  is  that  there  are  unfair  practices  by  the  five  large  packers,  not 
only  to  control  the  supply  of  meat,  but  also  to  drive  the  smaller  pack- 
ers out  of  existence.  At  that  time,  when  this  stock  was  offered  for 
sale,  and  before  you  went  into  the  Wilson  Co.,  could  the  big  packers, 
if  they  had  seen  fit  to  do  so,  have  acquired  that  stock  and  driven  the 
Sulzberger  &  Sons  Co.  out  of  the  market  as  competitors? 

Mr.  Wilson.  I  rather  think  they  might  have.  I  do  not  know 
whether  they  would  have  regarded  that  as  a  legal  procedure  or  not. 
I  am  not  a  lawyer,  so  I  do  not  know. 

Mr.  Stiness.  But  if  they  had  seen  fit  to  do  so,  through  their  banker 
and  other  interests,  they  could  have  interfered  with  their  business? 

Mr.  Wilson.  No;  I  do  not  think  so.  Let  me  tell  you  something 
there.  You  know  it  was  developed  here  vesterday,  and  it  is  so  re- 
ported in  the  Federal  trade  report,  that  the  Swift  family  had  quite 
an  interest  in  that  preferred  stock.  Now,  you  would  not  imagine 
from  that  that  they  would  be  interested  in  wrecking  the  company, 
would  you  ? 

Mr.  Stiness.  But  the  public  has  been  given  tp  imderstand  that 
these  five  big  packers  want  to  wreck  every  other  packer.  Now,  if 
that  was  the  case,  there  never  would  have  been  a  better  opportunity 
to  get  rid  of  a  strong  competitor,  the  book  value  of  whose  stock 
was  $70  a  share,  than  to  take  it  at  $5  a  share. 

99927— 1&— FT  4 45 
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Mr.  Wilson.  No  ;  that  would  have  been  an  easy  way  out  for  thenu 
I  should  say. 

Mr.  Stiness.  Was  Sulzberger  &  Sons  Co.  called  one  of  the  big 
five?    How  long  ago  was  it  that  this  big  five  started? 

Mr.  Wilson.  I  nave  heard  that  big-five  talk  for  a  good  many 
years,  and  then  the  big-three  talk,  and  the  big-four  talk.  It  seemed 
to  be  used  to  fit  the  occasion  that  comes  along. 

Mr.  SxiNfess.  If  there  had  been  any  combination  or  any  advan- 
tages to  be  obtained  by  getting  hold  of  this  company,  the  other  mem- 
bers of  the  big  five  were  in  a  position  to  do  it,  were  they  not? 

Mr.  Wilson.  Yes;  they  had  the  stock  offered  to  them. 

Mr.  Stiness.  And  when  this  company  was  in  difficult ies«  if  they 
were  a  member  of  that  combination  or  a  member  of  the  big  five,  they 
also  could  have  been  helped  and  assisted  out  of  that  difficulty  by  the 
biff  packers,  could  they  not? 

Mr.  Wilson.  I  do  not  know.  I  suppose  if  they  wanted  to  dig 
down  in  their  pockets  and  lend  them  some  money,  or  something  of 
that  sort,  they  could  have  done  so. 

Mr.  Stiness.  I  say,  if  there  was  a  combination  for  the  control  of 
the  buying  and  sellinff  of  the  live  stock,  they  could  have  helped  out 
this  company,  could  they  not? 

Mr.  Wilson.  They  mieht  have,  possibly. 

Mr.  Stiness.  The  banking  connections  they  had  and  the  money 
they  had  would  have  enabled  them  to  do  it. 

Mr.  Wilson.  They  could  have  done  it. 

Mr.  Stiness.  Then  does  it  seem  to  you  that  there  would  be  any  evi- 
dence in  their  not  helping  them  or  not  buying  them  that  there  was 
any  combination? 

Mr.  Wilson.  I  think  it  would  be  evidence  that  there  was  not  a 
combination. 

Mr.  Stiness.  Is  it  your  view  that  there  is  any  necessity  for  passing 
any  law  at  the  present  time  regulating  this  business? 

Mr.  Wilson.  No;  now  there  are  plenty  of  laws,  as  I  stated  yes- 
terday. 

Mr.  Stiness.  Is  there  anything  in  this  bill  called  the  Sims  bill 
that  in  your  opinion  would  be  of  advantage  to  the  companies  to 
have  it  passed? 

Mr.  Wilson.  I  think  not. 

Mr.  Decker.  I  intended  to  ask  you  yesterday,  but  it  slipped  my 
mind — do  I  understand  that  any  packer  can  go  on  any  market  and 
buy  stock  to  any  quantity  he  desires  ? 

Mr.  Wilson.  Yes,  sir. 

Mr.  Decker.  At  any  time? 

Mr.  Wilson.  Yes,  sir. 

Mr.  Decker.  Whether  he  owns  any  interest  in  the  stockyards  or 
not? 

Mr.  Wilson.  Yes,  sir;  I  am  doins:  it  every  day. 

Mr.  Decker.  And  any  other  pacKer  there  can  do  the  same  thing, 
can  he  not? 

Mr.  Wilson.  Yes ;  he  can. 

Mr.  Decker.  And  these  smaller  packers,  if  they  want  to  go  on  the 
St.  Joe  market  for  the  same  reason,  can  go? 

Mr.  DoBEMus.  That  is  what  I  mean. 

Mr.  Wilson.  Yes,  sir. 
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Mr.  DoRBMus.  Where  do  vou  buy  the  most  of  your  stock  ? 

Mr.  Wilson.  Mostly  in  Cnicago,  Kansas  City,  and  Oklahoma  City. 
We  buy  a  great  many  in  Fort  Worth  and  a  great  many  in  Omaha ; 
occasionally  in  St.  Joe;  a  great  many  in  St.  Paul.  Those  are  the 
principal  markets.  Of  course,  you  understand,  we  have  no  plant  at 
Fort  Worth,  although  we  buv  there ;  also  we  buy  in  Omaha  and  have 
no  plant  there;  and  at  St.  «Joe,  and  we  have  no  plant  there;  and  at 
St.  I*aul,  and  we  have  no  plant  there. 

Mr.  Decker.  And  if  you  wanted  to  buy  down  at  Fort  Worth, 
vrould  there  be  any  objection  from  the  other  packers  as  to  your 
buying  there? 

Mr.  Wilson.  There  would  not  be  any  objection  that  would  cut  any 
figure  with  me. 

Mr.  Decker.  Well,  would  they  object— would  they  try  to  persuade 
you  not  to  ? 

Mr.  Wilson.  No. 

Mr.  Decker.  The  fact  that  you  had  not  been  buying  out  there 
would  not  be  any  ground  for  objection  on  their  part? 

Mr.  Wilson.  1  would  not  think  so ;  I  would  not  recognize  it  as  a 
sufficient  ground  to  change  my  phm  in  any  way. 

Mr.  Decker.  I  notice  here  a  peculiar  letter,  it  seems  to  me.  I  do 
not  just  understand  it.  It  is  written  from  Chicago,  dated  March  24, 
1917,  and  says: 

Dear  Mr.  Wilson  :  Our  hog  department  say  that  any  hoRs  that  your  people 
bought  In  1912  or  1915  in  Omaha,  they  bought  under  cover.  They  never  main- 
tained a  salaried  buyer  there.  What  few  they  bought  thro  a  speculator  named 
*•  Red  "  Murphy,  who  used  all  kinds  of  schemes  in  shipping  them  out  to  have 
their  destination  unknown ;  shipping  them  to  a  Junction  point,  then  they  would 
be  reconslgned.  As  soon  as  the  matter  was  taken  up  with  S.  &  S.  Co.,  they 
discontinued  it.  So  I  fail  to  see  how  you  can  honestly  claim  any  rights  to-day 
for  any  underhand  work  that  your  firm  did  in  1912. 
Yours,  very  truly, 

Arthur  Meeker. 

He  represented,  as  I  understand,  the  Armour  people.  What  did  he 
mean  by  that  letter  ? 

Mr.  Wilson.  Arthur  Meeker  had  a  theory  that  because  they  had  a 
plant  at  Omaha,  and  we  did  not,  that  it  was  not  fair  competition  for 
us  to  ffo  into  that  market  at  a  time  when  the  receipts  were  light  all 
over  the  country — for  us  to  go  in  there  and  buy  hogs,  when  they  could 
not  get  enough  hogs  to  operate  their  plant.  That  was  his  theory, 
which  I  did  not  accept  and  have  net  accepted  and  never  will  accept. 
There  may  be  some  merit  in  his  position. 

Mr.  Decker.  The  fact  that  you  did  not  have  any  packing  house 
there  and  had  not  been  buying  much  there,  you  did  not  think  you 
should  take  into  consideration;  it  was  a  free  market  and  a  iree 
country  ? 

Mr.  Wilson.  Absolutely,  and  I  have  kept  a  buyer  there  ever  since. 

Mr.  Decker.  I  notice  when  you  wrote  in  reply  to  that  letter  you 
said  this.    They  have  you  quoted  here  this  way : 

Abmous  &  Oo., 

Chicago^  III, 

Dear  Mr.  Meeker:  Answering  your  note  of  March  24,  you  are  misinformed  on 
the  matter  referrM  to.  Our  people  did  maintain  a  salaried  buyer  in  Omaha, 
as  I  have  previously  advised  you.  In  fact,  Mr.  Harry  Booth,  who  is  now  our 
head  buyer  in  Chicago,  was  himself  stationed  there  for  periods  of  several 
weeks,  and  if  as  you  state  Mr.  Red  Murphy  undertook  to  cover  up  the  pur- 
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chases  that  he  made  for  this  company  and  destination  he  did  it  for  reascHii  of 
his  own  and  I  think  you  probably  know  that  all  of  the  hogs  that  be  trays  art* 
first  weighed  to  him,  sorted,  and  re  weighed.  This  is  the  practice  to-day  and 
no  doubt  was  in  former  years,  when  this  concern  did  business  with  him. 

Mr.  Wilson.  That  is  a  correct  statement  of  what  I  said  at  thit 
time,  and  that  is  a  copy  of  the  letter  I  wrote  Mr.  Meeker.  In  addi- 
tion to  my  feeling  on  the  matter,  I  did  not  want  him  to  get  awty 
with'  the  wrong  impression  which  he  apparently  had  that  I  was  try- 
ing  to  take  advantage  by  some  underhanded  tactics  or  something  eb« 
which  did  not  exist. 

Mr.  Decker.  What  I  am  getting  at  is  why  did  not  you  tell  Mr. 
Meeker  that  what  your  firm  had  done  in  1914,  they  intended  to  do« 
was  what  you  wanted  to  do  then  ?  It  seemed  to  me  m  that  letter  yoa 
recognized  that  custom  that  you  were  basing  your  right  as  an 
American  citizen  to  buy  hogs  on  this  market,  which  the  testimonj 
here  for  the  last  week  has  shown  was  done,  that  everybody,  even  th<» 
farmers,  could  go  in  and  buy  and  nobody  would  object.  In  your 
reply  to  Mr.  Meeker  you  base  your  rights  to  go  on  that  market  on 
the  ground  that  you  had  gone  into  it  previously? 

Mr.  Wilson.  That  was  the  only  reason  Mr.  Meeker  gave  I  had 
written  as  you  suggest.    That  was  my  feeling. 

Mr.  Decker.  1  ou  felt  your  right  to  buy  hogs  was  based  on  your 
rights  of  American  citizenship? 

Mr.  WiLsox.  Absolutely ;  and  my  action  all  over  the  country  woul^l 
indicate  that  I  felt  that  way.  I  do  not  ask  Mr.  Meeker  or  anybody 
else  where  I  shall  buy  my  hogs. 

Mr.  Decker.  It  would  make  a  man  not  familiar  with  the  business 
get  the  impression  that  Mr.  Meeker,  who  was  a  responsible  agent  of 
an  old  firm,  that  it  was  a  recognized  custom  in  the  business  in  whirh 
you  were  engaged? 

Mr.  W11.SON.  I  think  they  might  get  that  inference  from  that 
letter. 

Mr.  Decker.  Would  it  not  occur  to  you  that  unless  that  was  ex- 
plained that  it  is  conclusive  proof  that,  so  far  as  Mr.  Meeker  and  the 
Armour  people  are  concerned,  they  do  stand,  or  did  at  the  time  of 
the  writing  of  this  letter,  which  was  in  1917,  on  the  doctrine  of  divid- 
inff  up  this  market? 

Mr.  Wilson.  Xo;  I  would  not  think  that.  I  think  they  stood  on 
the  idea  that  the  man  with  a  plant  market  like  Omha  really  ought  to 
have  the  privilege  of  buying  his  stuff,  mainly,  as  against  a  man  in 
the  same  line  of  business  and  similarly  situated  who  had  no  invest- 
ment on  that  market.  I  think  that  is  their  theory  to  which  I  do  n<>t 
subscribe. 

Mr.  Decker.  Mr.  Meeker  is  the  head  buyer;  he  has  a  responsible 
position  with  Armour  &  Co.? 

Mr.  Wilson.  He  is  not  the  head  buyer. 

Mr.  Decker.  Is  he  the  head  counsel? 

Mr.  WiLSox.  No. 

Mr.  Decker.  Let  us  see  who  this  man  Meeker  is. 

Mr.  Wilson.  He  is  one  of  the  vice  presidents  of  Armour  &  Co. 

Mr.  Decker.  He  is  a  vice  president  of  Armour  &  Co.  ? 

Mr.  Wilson.  Yes.  , 

Mr.  Decker.  And  he  is  probably  pretty  familiar  with  their  policr. 
In  writing  to  you  he  did  not  say  anything  about  yoar  company  not 
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having  a  plant  out  there  and  he  not  having  an  investment  out  there, 
did  he? 

Mr.  Wilson.  No. 

Mr.  Decker.  He  just  bases  it  on  the  fact  that  you  had  written  him 
that  you  had  a  right  to  get  some  of  those  hogs  out  there? 

Mr.  Wilson.  No  ;  I  had  not  written  him. 

Mr.  Decker.  He  says  you  had,  and  in  your  letter  to  him  you  say 
that  you  had  previously  advised  him.    - 

Mr.  Wilson.  I  think  that  is  correct. 

Mr.  Decker.  So  you  must  have  written  him  a  letter  and  said  that 
you  wanted  some  of  those  hogs  up  there? 

Mr.  Wilson.  No;  I  did  not  write  him  and  say  that.  I  think  he 
wrote  me  in  the  first  instance  about  our  buying  in  Omaha. 

Mr.  Decker.  What  I  am  getting  at — and  it  just  occurred  to  me  in 
reading  this  over — we  have  heard  Mr.  Armour  testify,  and  it  did  not 
occur  to  me  before — is  that  these  gentlemen  havo  b<»<  n  telling  us  that 
all  these  markets  were  just  as  free  as  the  open  air,  iiiid  the  gentlemen 
who  represented  the  stock  yards  have  explained  to  lis  in  great  detail 
and  very  convincingly ;  they  had  me  convinced  until  I  ran  across  this 
letter,  that  all  a  man  had  to  do  that  went  on  these  markets  was  to  go 
and  buy  and  would  not  have  to  ask  Armour  or  anybody  else  about  it ; 
that  he  could  just  go  through  and  bid  on  the  stuff  and  buy  what  he 
could  pay  for  or  what  he  wanted.  What  gave  rise  to  your  taking  this 
matter  up?  It  shows  there  was  previous  correspondence,  that  you 
had  written  and  asserted  your  rignt  to  buy  on  the  Onaaha  market. 

Mr.  Wilson.  Mr.  Meeker  got  the  idea  that  when  the  receipts  were 
very  low  and  they  were  not  able  to  get  what  they  wanted  for  their 
plant  and  nobody  else  in  Omaha  was  able  to  get  what  they  wanted 
and  that  I  was  taking  hogs  out  of  there,  that  it  was  not  fair  to 
them,  not  because  we  had  any  agreement  or  understanding.  You 
did  not  find  indications  of  such  an  agreement  in  the  corraspondence. 

Mr.  Decker.  You  do  not  seem  to  have  reached  any  agreement. 
You  seem  to  want  to  go  on  buying  hogs,  but  he  did  not  seem  to 
think  you  were  right. 

Mr.  Wilson.  I  can  not  help  that. 

Mr.  Decker.  I  wanted  information  about  that,  where  they  got 
the  idea  that  they  had  a  right  to  write  a  letter  like  that,  which  I 
should  think  would  have  been  rasented  by  you.  Now,  you  say  they 
did  it  because  receipts  were  getting  scarce.  You  have  been  talking 
here  and  I  think  with  a  great  deal  of  intelligence,  and  a  great  deal 
of,  well,  I  would  say,  disinterested  foresight,  about  how  these  things 
could  be  remedied,  the  way  to  educate  the  producers  so  that  they 
would  know  more  about  when  to  market  their  stock  so  that  there 
would  not  bo  times  of  scarcitv.  You  are  in  favor  of  that,  are  you 
not? 

Mr.  Wilson.  Yes ;  of  course,  that  might  not  cover  a  period  where 
there  was  any  practice  at  that  particular  time.  It  was  when  the 
season  was  off  for  the  run  of  hogs. 

Mr.  Decker.  I  would  like  for  you  to  explain  under  this  established 
doctrine  of  Mr.  Meeker's,  when  the  receipts  are  large,  that  you  folks 
ought  not  to  tramp  on  each  other's  toes ;  I  would  Ime  you  to  explain 
what  good  it  is  going  to  do  the  farmer  to  get  his  hogs  on  the  market 
when  the  receipts  are  light? 
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Mr.  Wilson.  I  did  not  necessarily  help  the  market  by  goin^^  in 
there.     I  tried  to  help  the  market  at  that  time. 

Mr.  Dkcker.  Suppose  there  were  five  men  on  the  market  an<l 
they  also  wanted  hogs  and  the  hofifs  are  scarce,  and  then  you  4*onic 
in  and  want  those  hops  and  want  them  pretty  badly.  Is  it  not  liahlo 
to  raise  the  market  a  little? 

Mr.  W11-8ON.  It  might  temporarily,  but  nobody  would  gel  tnj 
particidar  good  out  of  that. 

Mr.  Decker.  If  you  only  had  one  carload  on  the  market,  a  tem- 
ponirj'  raise  wouUn)e  what  you  would  be  looking  for! 

Mr.  Wilson.  Yes. 

Mr.  Dkcker.  Sui)ix)se  you  had  shipped  your  hogs  in  from  Kan»-a.* 
and  the  price  went  up,  that  would  answer  your  purpose  so  far  a> 
profits  are  concerned  ? 

Mr.  Wilson.  Yes,  if  it  had  that  effect. 

Mr.  Decker.  But  this  temporai*y  jumping  up  of  the  market  has  b«*en 
gunrded  against  heretofore  by  this  understanding  that  the  man  oagltt 
to  keep  to  his  own  territory  f 

Mr.  Wilson.  No  at  all. 

Mr.  Decker.  Mr.  Meeker  understood  it  that  way  ? 

Mr.  Wii>K>N.  I  can  not  help  what  Mr.  Meeker  understood. 

Mr.  Decker.  You  did  reply  to  Mr.  Meeker  and  ask  Mr.  Me^er  if 
you  would  get  your  share  of  hogs  up  there? 

Mr.  Wilson*  No:  I  did  not. 

Mr.  Decker.  He  says  you  wrote  to  him  and  he  replied  to  yon  an«i 
explained  to  you  that  while  you  had  got  some  hogs  they  had  l»ei»p 
gotten  by  an  underhanded  metho<l,  so  that  they  did  not  know  whether 
you  were  dealing  on, the  market,  and  they  did  not  recognize  your  right 
to  buy  anything  you  had  gotten  there. 

Mr.  WiLMON.  That  did  not  make  me  ask  him  for  a  share  in  tho» 
hogs.    He  called  it  to  my  attention  and  said  that  he  thought  it  wa?  n«*i 

Suite  fair  for  me  to  go  in  there  at  that  time,  because  I  had  no  plan: 
lere.    That  is  what 

Mr.  Decker.  What  did  he  mean?  You  know  Mr.  Meeker  pnpttr 
well  ? 

Mr.  Wilson.  Yes. 

Mr.  Decker.  What  did  they  mean  by  saying  that  they  failed  -!•• 
see  how  you  can  honestly  claim  any  rights  to-day  for  any  ander- 
hand  work  that  your  firm  did  in  1912?**  On  what  theory  did  you 
have  to  ask  Mr.  Armour  for  the  ri^ht  to  buy  the  hogs  on  the  Omaha 
market? 

Mr.  Wii>^N.  I  did  not  have  to  on  any  theory,  and  I  did  not  ask 
him. 

Mr.  Decker.  He  intimates  you  had  asked  him.  He  says  he  faiK 
to  see  it. 

Mr.  WiLHON.  You  do  not  wish  any  reply  to  that. 

Mr.  Decker.  No;  I  would  like  for  you  to  look  at  your  filei  an<l 
get  vour  letter,  or  was  that  orally;  did  vou  ever  talk  to  him  about 
that? 

Mr.  Wiii^>N.  I  think  it  started  by  my  running  to  him  one  day  in 
going  through  the  yards. 

Mr.  Decker.  What  did  you  sayt 

Mr.  Wilson.  He  brought  up  the  matter  and  I  said  I  waa  burine 
some  hogs  in  Omaha,  and  I  told  him  I  had  always  bought  Own 
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there  and  I  was  always  going  to  buy  them  if  I  wanted  them.  Then 
he  wrote  that  letter,  and  that  is  my  answer,  and  he  came  back  with 
his  letter. 

Mr.  Decker.  And  based  on  that  little  conversation  you  must  have 
meant  that  you  based  your  right  to  buy  on  the  fact  that  you  had 
bought  there  before.  At  least  you  did  not  make  the  same  assertion 
to  him  that  you  are  making  to  us  now,  that  you  proposed  to  buy  hogs 
wherever  you  could  get  them  ? 

Mr.  WiiJ30N.  Yes,  I  did;  coupled  up  with  the  other,  but  he  took 
exception  to  that,  apparently,  and  thought  that  was  probably  a  mis- 
statement on  my  part 

Mr.  Decker.  It  may  be  that  they  have  made  a  mistake  in  joining 
you  up  with  these  other  five  packers  and  that  they  have  an  under- 
standing like  that,  so  far  as  you  know  ? 

Mr.  Wilson.  No. 

Mr.  Decker.  Would  you  not  think  after  you  had  read  this,  if  you 
lived  out  on  a  farm,  that  Mr.  Meeker,  representing  Armour  &  Co., 
thought  that  there  was  an  understanding  about  that? 

Mr.  WiiJSON.  Knowing  Mr.  Meeker  as  I  know  him,  I  would  not 
think  that,  but  a  stranger  might  think  it — ^that  Mr.  Meeker  thought 
if  he  could  put  anything  over  of  that  kind  he  would  do  so.  But  the 
facts  are  as  I  told  you,  and  what  he  thought  had  no  influence  on  the 
situation.  I  bought  there  and  I  have  bought  elsewhere,  and  my 
policy  has  never  changed  and  it  is  not  going  to  change,  and  I  have 
no  understanding  with  Mr.  Meeker,  or  Swift,  or  anybody  else,  along 
those  lines,  and  I  never  did,  so  far  as  that  is  concerned. 

Mr.  Decker.  I  am  sorry  you  did  not  write  and  tell  him  that  when 
you  wrote  him  then,  because  it  would  have  saved  a  good  deal  of  mis- 
understanding. 

Mr.  Wilson.  That  is  unfortunate,  of  course,  and  I  am  satisfied 
that  is  what  I  did  tell  him,  but  he  took  that  course. 

Mr.  Decker.  When  he  wrote  you  that  letter  you  just  answered  him 
in  kind? 

Mr.  Wilson.  And  let  it  go  at  that,  and  he  came  back  and  I  paid 
no  further  attention  to  him.    I  did  not  even  answer  that. 

Mr.  Decker.  You  kept  on  buying? 

Mr.  Wilson.  Yes,  sir. 

Mr.  Decker.  Who  is  "  Red  "  Murphy ;  he  was  a  speculator  on  the 
market  ? 

Mr.  Wilson.  He  is  an  order  buyer,  principally ;  he  buys  for  a  lot 
of  Eastern  sellers  and  other  people,  and  he  will  go  out  and  buy  just 
what  he  wants  and  assort  them,  assort  out  stuff  for  Eastern  buyers 
who  want  just  a  certain  grade  of  hogs.  He  is  a  big  fellow.  I  know 
you  have  in  your  recorck  a  statement  showing  that  he  buys  many 
thousands  of  hoes  on  the  market. 

Mr.  Decker.  And  sometimes  when  one  of  these  companies  that  is 
not  used  to  buying  on  the  market  at  a  given  stockyard,  or,  say,  at 
that  stockyard,  and  would  not  want  to  go  on  the  market,  they  would 
buy  of  him  ? 

Mr.  Wilson.  If  I  only  wanted  to  dip  in  there  for  a  few  days  an(J 
I  wanted  to  get  ho^  where  I  did  not  have  my  packing  house,  it 
would  be  better  to  wire  to  this  man  and  tell  him  to  send  me  20  loads 
of  hogs.  In  the  first  place,  I  could  not  get  a  man  on  the  market  for 
that  particular  day,  a  man  of  my  own,  and  that  would  be  the  day 
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on  which  I  might  want  the  hogs,  and  that  would  be  the  only  war 
I  would  do,  or  a  small  packer  would  do,  as  many  of  them  do,  wire 
him  and  tell  him  to  send  me  20  loads  or  30  load<$.  He  does,  I 
think,  do  some  speculatinf?,  but  I  think  chiefly  hi&  business  is  order 
buying,  and  he  is  a  very  big  operator. 

Mr.  Decker.  But  that  is  a  practice  that  the  Ar 

Mr.  Wilson.  Yes;  and  he  is  entirely  wrong  in  that. 

Mr.  Decker.  I  think  the  people  of  tne  country  would  think  he  was 
wrong,  too. 

Mr.  Parker  of  New  Jei^sey.  Does  he  not  charge  you  also  with  ship- 
ping them  to  an  unknown  destination  and  reconsigning;  is  not  that 
one  of  the  grounds  of  his  complaint  ? 

Mr.  Wilson.  No;  he  takes  tne  position,  as  I  recall  it,  that  he  was 
used  so  that  my  operations  would  not  be  known,  or  that  the  o|>eni- 
tions  of  an  old  company  would  not  be  known  at  that  time.  Of 
course,  that  is  silly,  because  that  is  the  way  this  man  handles  his 
business;  he  does  not  buy  the  stuff  in  the  name  of  the  packer^  Sulz- 
berger, or  Kingen ;  he  buys  them  all  in  his  own  name  and  bills  them 
out. 

Mr.  Decker.  But  this  letter  does  say  Mr.  Meeker  took  the  matter 
up  with  Sulzberger  &  Co.  and  that  they  discontinued  it  and  they  did 
not  regard  it  as  a  legitimate  thing  when  they  come  onto  the  Omaha 
market  without  letting  them  know  about  it. 

Mr.  WnijoN.  What  lie  seemed  to  take  exception  to  was  the  method 
they  used,  an  underhanded  way  of  billing  the  stuff,  the  way  they  did. 

Mr.  Decker.  Billing  the  stuff  in  such  a  way  that  nobody  would 
know  that  Sulzberger  was  getting  some  of  those  hogs? 

Mr.  Wilson.  Probably  that  was  what  was  running  through  his 
mind,  but  I  do  not  know. 

Mr.  Decker.  It  was  undoubtedly  in  their  mind  that  Sulzberger 
had  no  business  competing  with  them  up  there? 

Mr.  Wn>w)N.  He  was  entirely  wrong  in  contending  that  there  wa< 
any  underhand  dealing  on  our  part. 

Mr.  Decker.  There  is  not  any  question  that  this  correspondence 
proves  conclusively  that  Sulzberger  had  some  understanding  with 
those  people  that  he  was  not  expected  to  do  business  on  the  Omaha 
stock  market. 

Mr.  Wii*<*ox.  No;  I  do  not  think  it  proves  that  at  all.  That  is 
MeekerV  claim;  that  is  only  one  side  of  the  proposition.  I  do  nnt 
think  it  pro%'es  that  at  all. 

Mr.  Decker.  It  proves  conclusively  that  Mr.  Meeker  thought  that 
Mr.  Sulzlx»rger  haci  no  rights  on  the  market. 

Mr.  Wn.sox.  He  said  it,  but  I  do  not  know  that  he  really  thought  it 

Mr.  Decker.  He  may  have  been  just  trying  to  bluff  you :  is  that 
your  theory?         * 

Mr.  Wii'sox.  He  would  not  hesitate  to  do  that  if  he  thought  he 
could  get  away  with  it. 

Mr.  Decker.  Is  there  anv  understanding  between  vour  compmnT 
and  these  other  companies  that  on  a  certain  day  the  market  will  be 
lower  or  hipher? 

Mr.  Wilson.  No. 

Mr.  Decker.  Each  one  of  you  uses  your  own  judgement  and  in* 
structs  your  head  buyer,  giving  him  whatever  instructions  you  hare 
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to  give  him  as  to  the  market?  You  do  not  always  instruct  your  head 
buyer;  you  leave  it  to  his  judgment  part  of  the  time,  or  oo  you  see 
him  every  day? 

Mr.  WiMON.  No;  I  do  not  see  my  head  buyer  once  in  three  weeks. 

Mr.  Decker.  Is  there  anybody  in  your  company  besides  yourself 
who  is  charged  with  determining  the  price  you  will  pay,  other  than 
your  head  buyer? 

Mr.  WiusoN.  No ;  except  the  man  who  is  right  out  in  the  yards. 

Mr.  Decker.  So  far  as  the  head  office  is  concerned,  your  head  buyer 
is  the  closest  man  to  you,  so  far  as  the  prices  of  stock  are  concerned  ? 

Mr.  Wilson.  Well,  yes. 

Mr.  Decker.  If  you  have  any  instructions  to  give,  you  would  give 
them  to  the  head  buyer? 

Mr.  WiLSoiT.  I  would  either  give  them  to  him  or  to  the  head  of  the 
beef  department  if  I  had  any  instructions  to  give. 

Mr.  Decker.  So  far  as  you  are  concerned,  there  is  no  agreement 
that  on  a  certain  day  you  will  bid  10  cents  higher  or  10  cents  lower? 

Mr.  Wilson.  None,  whatever;  and  it  would  not  do  us  any  good  if 
there  was.  ' 

Mr.  Decker.  Why? 

Mr.  Wilson.  Because  it  could  not  be  carried  out.  You  will  find, 
on  the  average,  five  days  out  of  the  week  our  head  buyer  in  Chicago 
will  tell  our  fellow  in  Kansas  City  that  he  ought  to  buy  his  stock  for 
less  money,  but  that  does  not  mean  that  the  stuff  is  bought  for  less 
money ;  the  fellow  finally  goes  out  and  buys  them  at  the  best  price  he 
can,  and  no  man  on  earth  could  go  out  and  tell  a  man  what  to  bid 
for  his  cattle,  because  there  are  too  minds  and  too  many  conditions  to 
go  up  against.  There  is  no  man  on  earth  that  could  do  it  and  get 
away  with  it. 

Mr.  Decker.  Who  is  your  head  buyer  ? 

Mr.  Wilson.  Mr.  Crane. 

Mr.  Decker.  What  position  did  Mr.  Hill  hold  with  your  com- 
pany? 

Mr.  Wilson.  He  was  the  buyer  in  Kansas  City. 

Mr.  Decker.  Was  he  head  buyer  in  1916  ? 

Mr.  Wilson.  No;  he  was  head  buyer  in  Kansas  City  in  1916. 

Mr.  Decker.  And  you  sometimes  sent  him  around,  or  did  he  go 
around  to  other  stockyards,  to  see  how  things  were  going  on  and  to 
report  to  you,  did  he  not  ? 

Mr.  Wilson.  Well,  anjr  head  buyer  would  go  around  once  in  a 
while  to  keep  in  touch  with  the  other  markets  and  to  keep  himself 
touched  up  on  general  conditions. 

Mr.  Decker.  I  notice  here  that  he  wrote  to  you  in  1916,  in  July, 
saying : . 

I  was  in  Oklahoma  City  this  week  and  found  things  rnnning  very;  smoothly, 
yet  they  seemed  to  have  gotten  crosswise  down  there  yesterday.  Our  people 
bought  too  many  cattle. 

What  did  he  mean  by  that,  more  than  you  could  slaughter,  or  do 
you  remember? 

Mr.  Wilson.  No,  I  think  he  meant  by  that  that  he  had  actually 
hoffged  the  market  on  that  day. 

Mr.  Decker.  He  says : 

However.  I  do  not  know  that  we  are  altogether  to  blame. 
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He  is  partially  to  blame,  but  he  does  not  say  partially  to  blame* 
but  he  says : 

I  tlo  not  know  that  we  are  altogether  to  blame,  as  Oklahoma's  explanation 
Is  that  they  both  went  into  the  yards  In  the  morning  and  bid  on  the  cattle  that 
were  there. 

What  did  he  mean  by  that,  that  they  both  went  into  the  yards  in 
the  morning? 

Mr.  Wilson.  Maybe  that  will  be  explained  further.  I  do  not  know 
from  that  just  what  he  means. 

Mr.  Decker.  You  can  listen  and  explain  it,  because  I  do  not 
understand  what  it  means  in  the  Hght  of  the  testimony  we  have 
heard  this  week.    [Reading:] 

They  both  went  there  into  the  yards  In  the  morning  and  bid  on  the  cattle  that 
were  there,  but  our  boys  bought  some  of  the  better  class  of  cattle  which  I 
supposed  they  wanted.  Then  Morris,  after  buying  a  very  few,  qnit  the  yar<l» 
and  went  to  the  house. 

Does  he  mean  there  that  your  people  bought  some  that  yoor 
people  wanted,  or  that  Morris  wanted  ? 

Mr.  Wilson.  I  would  rather  gather  that  our  people  picked  the 
bulk  of  the  stuff  there,  the  desirable  stuff,  and  bought  it,  and  Morris 
woke  up  to  the  fact,  and  then  they  sulked  and  took  their  dolls  and 
dishes  and  went  home. 

Mr.  Deceier.  And  would  not  play  any  more,  because  they  thought 
it  was  not  fair  for  you  to  buy  what  you  wanted  ? 

Mr.  Wilson.  I  do  not  know  what  they  thought,  but  that  is  what 
I  would  get  from  that. 

Mr.  Decker.  And  that  is  the  conclusion  your  man  got  from  thau 
that  he  thought  they  had  not  been  treated  right? 

Mr.  Wilson.  They  thought  we  got  the  best  of  them. 

Mr.  Decker*  So  they  would  not  bid  any  more  that  day? 

Mr.  Wilson.  You  mean  they  would  not  buy  any  more  that  day  i 

Mr.  Decker.  [Reading:] 

When  the  seUers  came  to  our  men,  it  was  either  a  case  of  taking  the  cattle 
or  backing  up  on  them,  which  they  very  seldom  do  on  that  market.  They  do 
not  consider  it  wise.  Our  men  offered  to  divide  some  of  the  larger  lots  with 
them. 

Who  does  he  mean  by  "  them  "  ? 

Mr.  Wilson.  Probably  the  Morris  people. 

Mr.  Decker.  [Reading:] 

And  they  refused  to  take  any  and  aU. 

Why  did  he  tell  you  they  refused  to  take  any  at  all? 

Mr.  Wilson.  As  I  say,  they  were  sore,  because  we  probably  had 
trimmed  off  the  best  of  the  proposition  tnat  day. 

Mr.  Decker.  Why  should  ne  get  sore  about  that  ? 

Mr.  Parker  of  New  Jersey.  Kead  the  next  sentence.  The  next 
sentence  explains  what  he  meant. 

Mr.  Decker.  That  explains  the  supposition  of  this  man.  I  will 
read  the  next  sentence.    It  says : 

I  suppose  because  we  had  raised  them  5  to  10  cents  oo  nonie  of  the  cattle 
they  wanted. 

Is  that  any  reason  to  get  sore? 

Mr.  Wilson.  It  might  if  they  had  bid  more  than  the  cattle  were 
worth,  would  it? 
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Mr.  WiiiSON.  It  would  be  if  I  went  through  the  yards  and  put  a 
price  on  every  load  of  cattle  in  the  yards,  and  the  other  fellow  had 
no  show  at  all,  knowing  that  I  bid  that  price  on  it,  and  that  it  was 
10  cents  above  the  limit  for  the  stock.  You  must  remember  that  you 
are  dealing  with  two  human  beings,  two  buyers,  and  they  will  get  to 
pulling  each  other's  hair. 

Mr.  Decker.  And  it  is  pretty  hard  to  keep  them  from  competing 
if  you  do  not  watch  them. 

Mr.  Wilson.  They  are  keen  in  their  competition  all  the  time,  and 
this  man  that  the  Morris  people  happened  to  have  there  at  that  time 
was  a  bi^,  strong-headed  Scotchman,  and  he  is  just  that  kind  of  a 
fellow,  it  it  did  not  suit  him  he  would  go  into  the  office  and  tell  them 
to  keep  all  their  cattle. 

Mr.  Becker.  I  wondered  how  long  he  had  been  working  for  Morris. 
Did  he  work  there? 

Mr.  Wilson.  He  did. 

Mr.  Decker.  He  is  an  old,  experienced  man. 

Mr.  WiusoN.  He  has  worked  for  them  for  sometime. 

Mr.  Decker.  He  understands  his  business  pretty  well  ? 

Mr.  Wilson.  He  is  a  good  cattle  buyer. 

Mr.  Decker.  But  he  will  get  sore  if  the  other  fellow  raises  the 
price  ? 

Mr.  Wilson.  No;  I  would  not  say  that  at  all.  He  gets  sore  if  he 
thinks  the  other  fellow  is  playing  some  unfair  trick  on  him. 

Mr.  Decker.  And  it  is  an  unfair  trick  to  raise  the  price? 

Mr.  Wilson.  Not  at  all. 

Mr.  Decker.  What  did  he  get  sore  about? 

Mr.  Wilson.  He  would^  not  get  sore  unless  one  of  our  men  went  in 
there  with  a  deliberate  purpose,  just  to  price  the  whole  yards,  know- 
ing he  could  not  sell  the  cattle. 

Mr.  Decker.  Your  man  says  this  was  early  in  the  morning. 

Mr.  Wilson.  Our  man  might  have  just  picked  up  some  nice  ones 
and  caught  these  gentlemen;  our  man  might  go  through  the  yards 
and  price  everything  in  the  place  and  knowing  he  could  not  use  it 
and  make  the  prices  high  for  the  other  fellow. 

Mr.  Decker.  He  says,  "  I  suppose  because  we  had  raised  them  5  to 
10  cents  on  some  of  the  cattle  they  wanted."  There  was  some  cattle 
there  that  this  Scotchman  wanted? 

Mr.  Wilson.  Yes. 

Mr.  Decker.  And  your  fellow  raised  the  price  on  it? 

Mr.  Wilson.  Our  fellow  did  not  want  it  and  apparently  he  knew 
the  Morris  people  had  some  use  for  that  kind  of  cattle,  and  he  just 
went  over  and  bid  a  price  that  would  require  them  to  buy  at  a  loss. 

Mr.  Decker.  You  are  just  guessing  wnat  was  in  this  man's  mind? 

Mr.  Wilson.  That  is  all  anybody  can  do.  I  am  satisfied  that  is 
about  the  situation. 

Mr.  Decker.  Did  that  buyer  often  get  mad  ? 

Mr.  WiMON.  Very  seldom.  I  do  not  recall  another  case.  This  is  a 
very  peculiar  fellow. 

Mr.  Decker.  They  do  not  often  bid  5  or  10  cents  above  each  other? 

Mr.  Wilson.  Every  day,  but  the  facts  are  that  the  fellow  probably 
went  out  and  just  simply  bid  up  the  whole  yards.  That  is  a  small 
proposition  out  there,  and  a  fellow  could  readily  do  it. 

Mr.  Decker.  Five  or  ten  cents  is  a  big  raise  on  the  market? 
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Mr.  Wilson.  Yoii  could  not  bid  less  than  5  cents. 

Mr.  Decker.  It  does  not  seem  to  me  that  this  fellow  ou^ht  to 
have  gotten  very  mad  about  that  if  it  was  not  much  of  a  raise,  I 
do  not  understand  why  that  fellow  got  sore  about  that  raise,  if  there 
was  not  any  understanding. 

Mr.  Wilson.  If  you  knew  the  man  and  his  work  you  would  not 
think  it  was  strange.  If  you  pointed  your  finger  at  him  when  he 
was  not  feeling  well  he  would  get  mad  at  you,  but  he  is  a  good 
cattle  buyer. 

Mr.  Decker.  He  will  get  sore  if  one  of  the  other  buyers  will  raise 
the  price? 

Mr.  Wilson.  Please  do  not  try  to  get  me  to  say  yes  to  that  kind  of 
a  question,  because  it  is  not  quite  fair.  I  have  answered  that  two  or 
three  times. 

Mr.  Decker.  I  guess  you  have  given  as  much  of  an  answer  as 
can  be  given.    He  says :  • 

When  the  sellers  came  to  our  men,  It  was  either  a  case  of  taking  the  cattle 
or  backing  up  on  them. 

Does  he  mean  by  that  that 'after  they  had  set  this  price  they  had 
to  go  ahead  and  pay  what  they  did  on  the  specific  cattle  ? 

Mr.  Wilson.  That  paragraph  there  is  what  brings  to  my  mind  the 
suggestion  that  I  made,  that  our  fellow  priced  more  stuff  than  he 
shad  any  use  for,  and  he  could  not  use  the  cattle;  and  this  fellow 
called  him  and  he  could  not  use  them  and  there  was  only  one  thing 
to  do,  either  to  buy  them  at  the  price  or  back  up  on  them,  to  i«y, 
"  I  am  going  to  hedge  on  my  offer ;  I  am  going  to  take  them  at  the 
price  I  have  given  you."  This  Morris  man  called  him  on  his  bluff: 
that  is  all  there  is  to  it. 

Mr.  Decker.  He  says: 

However,  the  clay  I  was  there  they  raised  us  10  to  15  cents  In  some  places. 

And  your  man  did  not  get  sore  ? 

Mr.  Wilson.  He  is  trying  to  justify  what  our  fellow  did  who  made 
the  bid  up  there. 

Mr.  Decker.  Does  not  that  look  to  an  ordinary  observer  as  if  this 
man,  a  trusted  employee  of  yours,  was  trying  to  explain  to  the  head 
man  of  the  company  that  while  you  did  raise  the  bid  on  that  Scotch- 
man, yet  he  ought  not  to  have  gotten  sore  about  that  because  they 
had  done  the  same  thing  to  him  once  ? 

Mr.  Wilson.  No  ;  he  does  not  say  that, 

Mr.  Decker.  Yes;  he  does. 

Mr.  Wn^oN.  He  did  it  to  him  later,  and  to  get  even,  the  next  day. 

Mr.  Decker.  Just  to  get  even  ? 

Mr.  Wilson.  Yes. 

Mr.  Decker.  And  about  all  the  bidding,  so  far  as  you  know,  they 
did  there  was  a  question  of  getting  even  T 

Mr.  Decker.  Not  at  all. 

Mr.  Decker.  Then  they  must  have  put  the  same  value  on  the  stock 
all  the  time? 

Mr.  Wilson,  No;  thev  do  not  buv  the  same  kind  of  stock  all  the 
time. 

Mr.  Decker.  What  strikas  me  as  peculiar,  to  be  frank  with  you. 
and  if  you  have  any  explanation  I  would  like  to  have  you  give  it*  i^ 
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why  this  man  in  jour  employ  should  write  you  and  tell  you  about 
those  f elloiT^s  getting  sore  and  that  the  reasons  for  their  getting  sore 
was  the*  fact  that  they  had  bid  5  or  10  cents  on  cattle,  and  then  goes 
on  to  explain  that  it  is  true  that  "  he  did  that,  and  they  did  it  to  us 
once." 

Mr.  WiusoN.  I  will  tell  you  why  that  man  wrote  me,  if  you  yould 
like  to  know.  In  addition  to  being  president  of  the  Wilson,  I  am 
president  of  the  Oklahoma  National  Stockyards.  I  have  always 
been  interested  in  the  development  of  those  yards  and,  as  I  told  you 
yesterday,  I  started  them  and  I  have  done  everything  in  my  power 
to  encourage  the  live  stock  business  there  and  build  up  a  successful 
market  for  the  Oklahoma  cattle.  He  was  writing  me  there  more 
from  the  interest  which  he  knew  I  had  in  that  market,  rather  than  in 
the  Wilson  Packing  Co.,  with  a  knowledge  of  that  particular  market. 
If  you  knew  the  workings  of  a  market  as  full  as  that,  you  would. ap- 
preciate that  situation.  I  would  like  to  show  you,  and  I  think  it 
would  be  conclusive  in  your  mind.  I  told  you  yesterday  that  we 
made  no  mopey  in  our  Oklahoma  City  plant  last  year.  You  all 
know  that  last  year  was  a  good  year  in  the  packing  business,  but  we 
lost  $95,000  in  Oklahoma  City.  During  that  year  we  killed  147,000 
cattle  at  Oklahoma  City.  Now,  that  $95,000  divided  up  over  those 
147,000  cattle  would  fi^re  approximately  65  cents  apiece,  65  cents  a 
head.  On  a  beef  figuring  about  500  pounds,  I  would  say  that  would 
be  12  cents  a  hundred  or  a  little  over  a  mill,  per  pound.  If  we  had 
anything  there  like  you  are  trying  to  get  me  to  say  we  have  there,  any 
agreement  or  understanding  on  prices,  ^our  do  not  think  we  would 
have  allowed  that  condition  to  continue  if  only  60  cents  a  head  would 
have  changed  it?  One  of  the  strongest  efforts  I  make  in  running  our 
business,  or  one  of  the  important  points  I  try  to  look  after  is,  that 
no  branch  of  the  business  is  on  the  red  side,  or  the  losing  side.  I 
knew  all  the  time  that  this  plant  was  losing  money.  If  we  had  any 
sit'ch  agreement  or  understanding,  or  it  was  possible  for  us  to  do 
what  you  are  intimating,  just  simply  regulate  the  market  to  suit  our- 
selves, you  would  not  think  it  was  a  very  successful  proposition  if  I 
could  not  have  turned  60  cents  a  head  on  this  cattle. 

Mr.  Decker.  I  does  look  that  way,  that  is  true;  but  a  man  might 
say  that  was  owing  to  certain  conditions.  It  was  a  bad  year  in  Okla- 
homa, and  that  if  there  was  not  such  an  arrangement  as  that  and  there 
was  strong  competition  and  bidding  against  each  other  there  might 
have  been  more  loss. 

Mr.  WiusoN.  I  do  not  think  he  could  say  that  in  Oklahoma  that 
yeaf,  because  we  did  have  a  considerable  increase  in  the  receipts  of 
cattle  in  the  market  over  the  previous  year.  It  was  not  a  case  of 
the  market  going  down  and  doing  as  you  say,  keeping  the  cattle  from 
coming  in,  they  were  coming  through  plentifully.  We  had  a  lot 
more  cattle  than  we  had  the  previous  year. 

Mr.  Decker.  It  was  hogs  that  fell  off? 

Mr.  Wilson.  I  am  leaving  them  out,  because  I  knew  you  would 
mean  that  if  I  mentioned  the  hogs,  that  the  receipts  were  light.  I 
am  speaking  only  of  the  cattle.  It  was  65  cents  a  head,  or  1  mill  a 
pound  or  a  little  over  a  mill  a  pound  on  the  beef. 

Mr.  Decker.  What  was  the  reason  you  lost  money  there  that  year? 

Mr.  WitJSON.  Just  simply  because  we  could  not  buy  our  stuff  and 
maintain  the  market  and  give  less  than  the  prices  we  paid,  and  the 
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competition  there  was  so  keen  on  the  part  of  other  people,  the  Morris 
people  and  other  buyers,  that  it  was  not  possible  to  buy  this  stuff 
for  less  money. 

Mr.  Decker.  And  vou  lost  money  at  the  figure  you  bought  these? 

Mr.  Wilson.  Absolutely.  If  we  had  just  gotten  out  of  the  beef  that 
came  out  of  those  cattle  2  mills  per  pound  we  could  have  made 
$95,000  in  Oklahoma  for  the  year.  You  can  not  get  away  from  that. 
These  suggestions  over  trifling  little  things  look  big  to  you,  and  I  do 
not  blame  you,  because  you  do  not  understand  the  workings  of  these 
markets,  and  these  men  are  fighting  and  scrapping  back  and  forth 
all  the  time,  and  not  only  those  men,  but  other  Duyers  who  run  into 
the  same  situation. 

Mr.  Decker.  Here  are  two  big  companies  doing  business  at  Okla- 
homa City,  and  here  are  the  same  buyers.  They  will  probably  be 
pitted  against  each  other  for  over  a  year. 

Mr.  Wilson.  Maybe  yes  and  maybe  no. 

Mr.  Decker.  But  often  for  that  length  of  time? 

Mr.  Wilson.  Yes.  m 

Mr.  Decker.  They  both  know  you  want  so  many  cattle  and  they 
both  know  you  want  them  as  cheaply  as  you  can  get  them,  and  they 
both  know  there  is  no  particular  hard  feeling  Between  those  two 
companies.  I  do  not  mean  they  know  there  is  any  understanding: 
but  suppose  they  can  get  enough'  cattle  to  satisfy  you,  there  is  not 
going  to  be  much  competition  between  those  buyers,  is  there,  just  out 
of  the  natural  course  o£  events? 

Mr.  Wilson.  You  are  eliminating  every  other  company.  The  two 
big  companies,  of  course,  do  not  do  all  the  cattle  Duying  by  any 
means.  During  that  year  almost  a  third  of  the  cattle  that  went  in 
there  were  bought  by  other  people.  There  is  that  element  to  contend 
with  also ;  there  are  not  only  those  two  buyers.  On  that  market  the 
total  receipts  were  only  494,000  cattle,  and  out  of  that  exactly  a  third 
were  bought  by  other  people. 

Another  fact  that  you  overlooked  is  the  fact  that  there  are  prob- 
ably commission  men  at  that  market  who  are  represented  on  all 
of  the  markets  of  the  country,  and  they  know  just  as  much  about  the 
market  value  of  these  things  as  we  do;  and  maybe  more,  and  they  are 
in  touch  with  the  market,  and  in  the  morning  when  the  trading 
opens  up  they  know  quicker,  because  they  have  their  own  offices  in 
Wichita ;  they  get  advice  on  the.  market  as  quickly  or  quicker  than 
we  do,  and  that  is  an  element  that  is  always  working  on  the  other 
side  of  the  proposition.  We  have  not  got  it  all  to  ourselves,  and  we 
encourage  these  people;  at  least  I  do;  I  have  encouraged  them  as 
president  of  the  Yards'  Co, 

Mr.  Decker.  This  employee  of  yours  goes  on  to  say  in  the  next 
paragraph : 

It  looks  very  much  to  me  as  if  they  always  want  the  hest  of  thtnps  and  are 
not  particular  about  carrying  out  instructions  they  get  from  heiidqtmrters*  %% 
in  the  case  when  they  had  orders  to  buy  cattle  25  lower  and  they  refii»ed  to  do 
so  and  took,  as  you  remember,  practically  all  the  cattle  on  the  market  that  day* 

How  did  your  man  know  that  the  other  buyers  were  violating  in- 
structions they  got  from  their  employers? 

Mr.  Wilson.  This  man  had  gotten  that  information  from  me  in 
Chicago  three  or  four  days  before. 

Mr.  Decker.  How  did  he  know  it? 
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.Mr.  Wilson.  Because  I  got  it  from  Mr.  Himan,  of  Morris  &  Co., 
whom  I  had  met  and  talked  the  situation  over  with  out  there,  and  he 
told  me  that  he  was  having  a  deuce  of  a  time  trying  to  buy  cattle  in 
Oklahoma  City,  and  he  told  me  of  that  particular  instance.  That 
was  only  a  very  short  time  after  I  left  the  Morris  people.  What  is 
the  date  of  that? 

Mr.  Decker.  This  is  1916. 

Mr.  Wilson.  What  month  ? 

Mr.  Decker.  July  22. 

Mr.  Wilson.  You  see,  that  was  only  a  couple  of  months  after  I 
left  them,  and  I  had  some  things  unfinished  with  them,  and  I  hap- 
pened to  run  into  Mr.  Himan  and  naturally  having  been  associated 
with  him  so  long 

Mr.  Decker.  You  brought  up  the  subject  of  the  buying  of  the 
stocks  on  the  market  that  day? 

Mr.  Wilson.  As  I  recall  it,  I  did  not  bring  it  up  at  all.  He  men- 
tioned it  to  me  and  told  me  about  it,  and  that  man  happened  to  be 
in  Chicago  the  following  Saturday.    He  comes  in  once  in  a  while. 

Mr.  Decker.  What  was  his  name? 

Mr.  Wilson.  Himan. 

Mr.  Decker.  What  did  Mr.  Himan  tell  you  about  the  stock  market 
there? 

Mr.  Wilson.  He  told  me  that  he  had  instructed  his  fellow  to  buy 
the  stuff  25  cents  lower  some  days  than  I  would  like,  and  this  fellow 
went  ahead  and  paid  no  attention  to  him,  and  I  told  this  to  Hill. 

Mr.  Decker.  Why  do  you  suppose  that  fellow  did  not  follow  his 
instructions? 

Mr.  Wilson.  Those  instructions  do  not  amoimt  to  anything.  The 
fellow  ^oes  out  and  buys  his  stuff  on  the  market  when  he  gets  his 
instructions. 

Mr.  Decker.  Had  you  given  your  man 

Mr.  Wilson.  Not  at  all. 

Mr.  Decker.  Why  did  your  man  let  the  other  fellow  buy  all  the 
stock? 

Mr.  Wilson.  It  is  an  easy  matter  for  a  fellow  to  do  that  if  he 
wants  to.  I  will  guarantee  to-morrow  that  if  you  want  me  to  get  all 
the  cattle  in  Oklahoma  City  to-morrow  before  the  other  fellow  can 
g^t  a  chance,  I  can  do  it.  But  if  I  did  that,  how  long  would  the 
situation  continue  in  Oklahoma  City;  how  long  would  the  two  plants 
be  operating  there? 

Mr.  Decker*  It  looks  like  the  other  fellow  would  be  down  earlier 
and  raise  the  price  on  you  the  next  morning. 

Mr.  Wilson.  How  long  would  that  last  if  you  did  that? 

Mr.  Decker.  That  would  last  until  you  both  got  to  paying  more 
than  the  stuff  was  worth. 

Mr.  Wilson.  Until  one  of  us  did  that. 

Mr.  Decker.  No,  both. 

Mr.  Wilson.  No  ;  I  would  not  follow  that  kind  of  a  program  very 
long. 

Mr.  Decker.  Would  not  the  other  fellow  that  did  not  buy  any  be 
on  the  market  after  the  other  fellow  had  gone  out  of  business? 

Mr.  Wilson.  Yes;  he  would  have  all  the  market  after  the  other 
fellow  was  out  of  the  business  there,  after  his  plant  would  be  shut 
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up  in  that  market.  That  would  be  the  result,  and  that  would  be  un- 
doing everything  that  was  done.  Oklahoma  City  paid  Sulzberger 
$250,000  to  locate  out  there,  because  a  market  must  nave  two  buyers 
to  be  a  success. 

Mr.  Decker.  Why  is  that? 

Mr.  Wilson.  Otherwise  it  lacks  competition  and  the  people  lack 
confidence  in  the  market. 

Mr.  Decker.  Would  you  say  if  they  got  to  buying  more  than  their 
share  on  the  market  thev  would  go  out  of  business? 

Mr.  Wilson.  If  a  fellow  got  up  and  bought  his  stuff  so  that  he 
could  have  more  than  his  share  on  the  maraet  regularly  the  other 
fellow  would  have  to  go  out  of  business ;  what  else  oould  I  do  ? 

Mr.  Decker.  I  do  not  say  that  is  wrons,  but  it  looks  to  me  like  this 
business  has  reached  a  point  where  if  were  are  two  big  companies 
on  the  market  represented  hj  experts  as  to  value,  that,  so  far  as  price 
is  concerned,  there  is  not  going  to  be  very  much  competitioii. 

Mr.  Wilson.  I  do  not  agree  with  you  at  all  on  that.  The  compe- 
tition is  there  And  is  very  keen,  and  you  can  not  avoid  it  if  you  are 
going  to  operate  and  do  your  share  of  the  business;  it  is  impossible 
to  avoid  it.  You  must  understand  that  this  meat  we  ship  out  of 
Oklahoma  Ci^  comes  in  competition  with  the  meat  shipped  from 
Kansas  City,  Fort  Worth,  Chicago,  and  everywhere  else  on  the  east- 
em  markets,  and  no  man  can  go  on  and  pay  25  cents  more  a  hundred 
in  Oklahoma  City  for  his  cattle  and  continue  to  do  business  very  long. 
because  there  is  not  that  margin  in  the  beef  business. 

Mr.  Decker.  If  either  one  of  vou  bids  more  to  set  enough  so  that 
you  will  ^et  more  than  your  share  of  that  marKet,  you  will  lose 
money,  will  you  not? 

Mr.  Wilson.  Not  necessarily.  If  that  market  had  a  proper  basis, 
that  would  be  true. 

Mr.  Decker.  The  market  is  on  a  proper  basis  most  of  the  time,  is 
it  not? 

Mr.  Wilson.  I  think  the  commission  men  see  that  it  is.  I  do  not 
think  they  let  it  dip  very  much  below  Fort  Worth  or  Kansas  City. 

Mr.  Decker.  And  so,  intentionally  or  unintentionally,  there  is  an 
understanding  as  to  what  is  each  man's  share  on  these  markets! 

Mr.  Wilson.  Not  at  all. 

Mr.  Decker.  How  do  you  know,  then,  that  you  are  not  buying 
more  than  your  share? 

Mr.  Wilson.  I  know  what  the  other  fellow  buys.  I  do  not  fpet 
half  of  the  cattle  to-day  and  half  to-morrow.  That  is  not  the  basis. 
But  I  know  to-night  what  he  has  bought  to-day^  and  I  know  on 
Friday  night  what  he  has  bought  all  the  week.  It  is  published  there 
in  the  local  i)apers;  everybody  knows  it;  it  is  not  private  at  all;  it  is 
everybody's  information.  Eveiy  salesman  in  the  yards  knows  that 
these  plants  are  going  to  get  a  fair  share  of  the  business  there.  The 
Morris  i)eople  have  a  plant  capacity  fully  as  great  as  ours,  and  ther 
have  an  investment  fully  as  great  as  ours ;  and  you  do  not  expect  that 
they  are  going  to  ^o  pn  there  and  be  satisfied  with  25  per  cent  or  40 
per  cent  of  the  busmess.  You  don't  have  to  have  any  understanding 
for  that.  That  is  just  pure  business  and  nothing  else,  and  I  am  noc 
going  to  have  less.  We  had  lost  before  I  went  along  with  tkb  com- 
cem.     They  were  not  supporting  that  market  as  I  thought  thej 
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should  support  it;  they  were  not  putting  their  shoulders  to  the 
wheel  and  helping  to  build  a  market  there,  and  buying  as  many  as 
I  thought  they  ought  to  buy:  but  when  I  went  into  this  business  I 
went  after  the  full  share  of  tne  business  and  got  it,  and  I  am  going 
to  continue  to  get  it,  and  that  will  mean  an  even  supply.  You  can 
not  stop  and  have  those  places  continue  to  do  business ;  the  margin  is 
so  close  that  you  can  not  help  it. 

Mr.  Decker.  To  keep  down  the  prices  fixed  it  is  about  this  situa- 
tion, that  there  are  two  companies  buying  stock  at  Oklahoma  City, 
and  you  grant  that  each  o^e  of  them  knows  the  value  of  the  stock, 
and  there  is  enough  stock  to  satisfy  both  of  them;  there  is  no  in- 
centive, and  can  not  be,  for  competiton. 

Mr.  WiiJ30N.  That  is  not  correct  at  all.  In  the  first  place,  there 
are  all  the  other  elements;  there  are  the  other  buyers,  as  I  have  told 
you. 

Mr.  Decker.  Let  us  change  the  elements.  Let  us  say  these  other 
fellows  are  pretty  expert,  these  independent  fellows,  and  they  know 
the  value  of  the  stock. 

Mr.  Wilson.  Yes. 

Mr.  Decker.  And  if  there  is  enough  stock  on  the  market  to  supply 
all  you  fellows,  you  are  going  to  pay  what  the  stuff  is  worth  and  no 
more,  and  you  are  not  gomg  to  compete  much  about  it. 

Mr.  Wilson.  When  you  talk  about  prices,  it  all  depends  upon  the 
opinion  of  the  man  who  buys  it  what  he  pays  for  it.  When  you  say 
50  per  cent,  that  does  not  mean  our  cattle  cost  the  same  as  the  other 
fellow's.  My  men  will  go  out  and  buy  cattle  60  cents  higher  than  he 
will  buy  it.  You  can  not  tell  finally  the  value  of  the  stuff  until  a 
man  gets  into  thepen,  then  after  that  until  he  kills  the  cattle. 

Mr.  Decker.  What  does  that  mean  here,  when  he  says : 

Also  in  the  case  that  I  had  up  with  you  when  in  Chicago  In  regard  to  buying 
cattle  from  the  traders.  Witness  claims  he  did  not  know  that  they  had  been 
buying  cattle  and  not  having  them  reweighed,  and  this  bad  been  going  on  for 
some  months,  practically  ever  since  this  little  fellow,  Kohn,  has  been  trading 
down  there. 

What  does  that  mean? 

Mr.  WiiiSON.  There  was  some  business  going  on  down  there  that 
was  not  exactly  legitimate.  This  fellow  Kohn  was  a  relative  of  one 
of  the  buyers,  and  he  got  a  tip  in  the  morning  about  what  these 
buyers  would  think  would  be  the  desirable  stuff,  or  else  he  judged 
it  from  what  they  bought  the  day  before,  and  he  would  slip  out  and 
buy  the  stuff  he  knew  our  fellows  wanted,  and  they  would  be  forced 
to  buy  it  from  him  at  the  higher  price  in  order  to  get  it.  Nobody 
was  getting  any  benefit  except  this  little  fellow,  who  was  a  parasite. 
The  producer  did  not  ^t  ahv  more  and  the  consumer  suffered,  so  it 
was  not  a  healthy  condition  for  the  market. 

Mr.  Decker.  And  this  little  fellow  Kohn  would  get  a  tip  as  to 
what  the  market  was  going  to  be? 

Mr.  Wilson.  No;  he  would  not  know  anything  about  the  market, 
because  he  would  pick  up  on  some  of  the  liUle  li^t  stuff. 

Mr.  Decker.  If  that  little  fellow  Kohn  had  judgment  to  know 
what  the  market  was  going  to  be 

Mr.  Wilson.  He  would  not  have  to  know  the  market  necessarily. 
He  knew  that  we  wanted  the  stuff. 

Mr.  Decker.  He  would  buy  in  the  market? 
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Mr.  Wilson.  Not  necessarily.  He  might  not  pay  the  full  niArkeC 
price,  and  we  would  pay  ovejP  the  market  price. 

Mr.  Decker.  But  ne  would  buy  so  quiclcly  that  you  would  not  gel 
a  chance  at  it,  and  make  you  pay  a  little  more  to  get  what  yoo 
wanted  to  get? 

Mr.  Wilson.  Yes;  I  do  not  call  it  legitimate,  because  I  do  not  see 
where  anybody  benefits  by  it.  It  is  no  help  to  the  producers  or  the 
consumers;  it  just  adds  a  tax  on  the  consumer. 

Mr.  Decker.  It  just  puts  in  another  middleman  to  take  a  slice  out, 
does  it  not  If 

Mr.  Wilson.  Yes.  I  try  to  avoid  that  kind  of  business.  That  is 
what  that  means. 

Mr.  Decker.  I  am  trying  to  figure  out  how  that  would  hurt  the 
producer.  If  this  fellow  would  bid  higher,  some  fanner  would  get 
a  little  bit  more. 

Mr.  Wilson.  No;  he  buys  at  the  price  our  fellows  would  pay  if 
they  got  started  out  ahead  of  him ;  but  if  we  started  at  7  oVIock  he 
would  start  at  half  past  6. 

Mr.  Decker.  He  was  an  early  riser. 

Mr.  Wilson.  He  was  out  to  trim  off  a  few  dollars.  That  is  all.  It 
was  not  legitimate. 

Mr.  Decker.  It  seems  to  me  he  would  be  liable  to  go  broke  unless 
he  got  a  tip  on  what  the  other  fellows — ^unless  he  had  awfully  good 
judgment. 

Mr.  Wilson.  It  might  be  one  way  or  the  other ;  I  am  not  sure  which 
it  was. 

Mr.  Decker.  He  would  make  a  pretty  good  buyer. 

Mr.  Wilson.  I  would  not  like  to  have  him.  He  was  not  buying  on 
the  vahie  of  the  stock. 

Mr.  Decker.  He  was  buying  more  on  his  judgment  of  human 
nature. 

Mr.  Wilson.  And  what  he  would  pick  up  here  and  there. 

Mr.  Decker!  And  what  he  could  find  out  from  the  buyers? 

Mr.  WiwoN.  Or  through  any  other  agency  that  he  could  get  the 
information. 

Mr.  Decker.  You  did  not  suspect  that  any  buyers  were  getting 
part  of  it? 

Mr,  WiL<*ox.  I  would  not  like  to  say  that.  Those  things  have  hap- 
pened, however. 

Mr.  Decker.  If  there  was  an  understanding  between  the  buyers  a< 
to  what  the  market  was  poing  to  l)o,  and  a  little  fellow  like  Kohn 
would  go  around  and  buy  at  that  exact  price  and  make  something  oat 
of  it,  the  buyers  could  make  a  little  bit. 

Mr.  WnyoN.  Ho  would  not  havo  the  'financial  backing  to  handle 
much  of  the  stuff:  it  would  be  one  certain  kind  of  stock — a  little  ligiit 
cattle  or  something  else.  I  do  not  know  just  what  it  was:  I  only 
understand  that  is  the  way  he  would  operate. 

Mr.  Decker.  What  did  you  do  to  him? 

Mr.  WiiJ*oN.  I  do  not  kiiow  what  happened  to  him,  I  am  mire.  I 
hnve  not  followed  it  up. 

Mr.  Deckku.  Oh,  I  se<»  here  what  was  done  to  him — ^**as  soon  a<  we 
called  their  attention  to  this  they  are  not  buying '^ — that  i***  you  folk? 
pot  together  and  agreed  not  to  buy  from  Mr.  Kohn  after  he  had 
bought,  and  left  him  in  a  bad  fixf 
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Mr.  Wilson.  No;  this  fellow  would  buy  the  stuff,  and  then  the 
Morris  man  was  buying  it  at  the  original  weight,  so  they  would  lose 
the  shrinkage  from  the  time  that  they  would  buy.  This  man  might 
do  that  in  the  morning  and  the  packers'  men  would  not  get  them  until 
the  afternoon,  and  the  matter  was  brought  to  my  attention  as  well  as 
that  of  Morris  &  Co. 

Mr.  Decker.  Let  us  see  what  was  his  idea.  He  had  a  remedy  for 
this.  He  goes  on  to  say  how  much  Morris  bought  from  the  specula- 
tors and  how  much  your  people  bought  from  the  speculators,  and  this 
was  the  remedy  he  suggested,  and  I  wondered  if  you  knew  whether  it 
was  carried  out  or  not.    He  says: 

We  win  be  obUged  to  do  this  as  long  as  they  continue  to  buy  from  them,  as 
the  speculators  get  out  in  the  morning  and  seem  to  know  the  very  kind  that  is 
best  in  demand  and  pick  up  whnt  they  can  of  this  class  especially  canners. 
This  they  will  continue   to  do  so  long  as  they  continue  to  buy  ♦■hem. 

I  suppose  he  means  as  long  as  Morris  coni  inu  s  to  bi  y  them. 
Mr.  Wilson.  On  that  basis,  yes. 
Mr.  Decker  (reading) : 

I  think  about  as  good  a  way  to  handle  that  proposition  is  to  give  our  men 
instructions  to  buy  about  50  per  cent  of  the  beef  cattle  received  on  the  ujarket 
when  in  line,  regardless  of  what  others  do,  as  we  have  had  three  or  four  dif- 
ferent buyers  there  since  the  opening  of  that  place,  and  they  have  all  made  the 
same  complaint  that  others  were  always  wanting  the  best  of  things. 

Mr.  Wilson.  I  think  that  was  the  disposition.  I  think  also  that 
is  true  of  this  man  who  wrote  that.  He  wants  the  best  of  it,  too.  In 
other  words,  his  recommendation  was  that  he  go  and  see  that  they 
got  SO  per  cent  of  the  business  and  that  we  take  50  per  cent.  I  am 
not  hiding  from  that  fact  at  all.  That  was  positive  and  definite. 
We  had  a  $6,000,000  investment  there,  and  I  was  not  going  to  permit 
anybody  to  have  any  big  end  of  the  business  if  I  could  help  it. 

Mr.  Decker.  I  think  that  is  all. 

The  Chairman.  You  have  been  exceedingly  patient  and  kind,  but 
Mr.  Hamilton  wants  to  ask  you  a  few  questions. 

Mr.  Hamilton.  I  wanted  to  put  another  question,  if  I  could.  Some 
stiitements  have  been  made  here  with  a  view  of  summing  up,  if  pos- 
sible, the  relation  of  the  packers,  the  retailers,  and  the  consumers 
to  the  price  of  a  piece  of  steak.  It  has  been  stated  that  the  amount 
received  by  the  packers  for  the  meat  of  a  steer  is  less  than  the  amount 
paid  for  the  live  animal.    Is  that  substantially  true? 

Mr.  Wilson.  Yes. 

Mr.  Hamilton.  It  has  also  been  stated  that  the  by-products  of  the 
steer  make  up  the  difference  and  result  in  total  receipts  which  are 
enough  to  cover  the  expenses  and  yield  a  profit.  Do  you  confirm 
that  ? 

Mr.  Wilson.  Yes,  sir;  if  they  make  a  profit. 

Mr.  Hamilton.  In  December,  1918,  the  packers  were  selling  to  the 
retailers  here  in  Washington,  as  I  gather,  carcass  of  an  average  steer 
at  20  cents  a  pound,  or  about  that.  Now,  it  is  stated  the  methods  of 
cutting  differ  to  some  extent,  but  that  a  carcass  is  divided  into  parts 
approximately  as  follows:  1,  porterhouse  steak;  2,  sirloin  steak;  3, 
rib;  4,  round  and  rump  steak;  5,  chuck;  6,  miscellaneous;  7,  plate; 
8,  bones;  and  a  small  amount  is  allowed  for  shrinkage.  Have  I 
got  that  about  right  ? 
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Mr.  Wilson.  Well,  substantially.  Of  course,  we  do  not  cut  into 
steaks,  as  you  suggest.    That  is  the  retail  cut. 

Mr.  Hamilton.  That  is  the  way  the  retailer  cuts  it? 

Mr.  Wilson.  Yes. 

Mr.  Hamilton.  Assume  a  sirloin  steak  is  sold  for  40  cents  by  the 
retailer — and  that,  I  assume  is  a  lower  price  for  a  steak  here  on  the 
market — and  assume  that — what  is  not  true,  I  think — ^there  is  a  half 
pound  of  so-called  small  3teak ;  and  assume  further,  which  is  prob- 
ably not  true,  that  it  is  sirloin,  and  the  return  you  get  is  20  cents  for 
the  half  pound ;  is  it  not  ? 

Mr.  Wilson.  Yes. 

Mr.  Hamilton.  Prices  rans^e  from  $1  to  $1.50  in  hotels  here,  which 
seems  to  be  a  trifle  high  to  tne  average  man,  taking  into  considera- 
tion the  profits  that  the  packers  are  making  out  of  the  steer.  How 
does  that  strike  you  ? 

Mr.  Wilson.  That  strikes  me  just  like  an  experience  I  had  in  thi« 
town  last  summer.  I  walked  along  by  the  market  and  I  saw  the  most 
beautiful  asparagus  and  marked  5  cents  a  bunch.  It  was  at  the 
height  of  the  season ;  and  that  evening  I  went  to  a  hotel  in  Washing- 
ton and  ordered  asparagus,  and  it  cost  me  60  cents  with  a  litUe 
butter  on  it.  I  do  not  know  whether  their  hotel  service  coat  that 
much  or  not.  I  think  that  is  one  of  the  things  that  ought  to  ht 
coupled  up  with  the  whole  investigation. 

Mr.  Hamilton.  That  very  condition  is  what  makes  the  aTera|e« 
man  restive ;  it  makes  him  feel  that  there  is  some  commercial  oonoi- 
tion  that  controls  him  like  the  forces  of  nature,  and  he  is  obliged  u> 
pay  exorbitant  prices  without  good  reason,  and  therefore  makes  him 
want  to  reach  out  and  punish  somebodj;"  somewhere. 

Mr.  Wilson.  I  think  that  is  in  the  situation,  probably. 

Mr.  Hamilton.  I  have  boiled  it  down,  because  I  want  to  ^t  it  so 
that  the  average  man  can  see  just  about  the  relation  of  the  packers, 
the  retailers,  and  the  consumers  of  an  ordinary  steak.    That  is  all. 

The  Chairman.  Mr.  Doremus  wishes  to  ask  you  a  questicm. 

Mr.  Doremus.  I  believe  you  testified  yesterday  that  at  the  lime 
these  bankers  approached  you  and  asked  you  to  take  charge  of  the 
business  of  Sulzoerger  Sons  &  Co. 

Mr.  Wilson.  That  is  one  reason  we  changed  the  name,  because  of 
the  difficulty  people  had  in  pronouncing  it. 

Mr.  Doremus.  They  own  60  per  cent  of  the  common  stock! 

Mr.  Wilson.  That  is  the  statement  there  in  the  Federal  trade 
report. 

Mr.  Doremus.  I  think  that  was  vour  testimony  yesterday. 

Mr.  Wilson.  I  have  stated  that  they  said  that ;  I  do  not  laiow  how 
much.    I  think  that  was  substantially  correct. 

Mr.  Doremus.  Since  then  their  holdings  of  common  stock  hare 
been  reduced  to  about  10  per  cent? 

Mr.  Wilson.  Yes. 

Mr.  Doremus.  Are  Wilson  &  Co.  incorporated  under  the  laws  of 
Illinois? 

Mr.  Wilson.  New  York.  The  companv  was  originally  a  New  York 
concern.    Their  first  plant  was  in  New  York. 

Mr.  Doremus.  Did  the  company  issue  any  preferred  stock! 

Mr.  Wilson.  It  has  out  $10,474,000  of  preferred  stock. 
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Mr.  DoREMUB.  And  is  that  preferred  stock  quite  generally  dis- 
tributed or  held  by  comparatively  few  people. 

Mr.  Wilson.  It  is  pretty  well  scattered. 

Mr.  DoREMUs.  I  call  jour  attention  to  a  statement  of  the  Federal 
Trade  Commission  in  its  report,  or  in  the  summary  of  its  report, 
reading  as  follows : 

To-day,  as  Wilson  &  Co  — 

Referring  to  the  old  firm  of  Sulzberger  &  Sons  Co. — 

it  has  a  larger  number  of  stockholders,  but  the  absolute  control  of  the  cor- 
poration is  vested  in  a  voting  trust,  consisting  of  Thomas  E.  Wilson  and  four 
New  York  bankers — Charles  H.  Sabln,  Harry  Bronner,  A.  Barton  Hepburn,  and 
Elisha  Walker. 

Is  that  a  correct  statement  ? 

Mr.  Wilson.  Yes;  that  is  the  voting  trust. 

Mr.  DoRBMus.  The  voting  trust  controls  the  affairs  of  the  corpora- 
tion? 

Mr.  Wilson.  It  votes  the  common  stock. 

Mr.  DoREMUS.  So  the  fact  that  the  holdings  of  these  bankers  in  the 
common  stock  of  the  company  has  been  reduced  from  60  per  cent  to 
10  per  cent  has  not  interfered  with  the  control  of  those  bankers  over 
the  affairs  of  the  company  ? 

Mr.  Wilson.  To  the  extent  thev  could  devote  the  stock,  that  is  cor- 
rect.     Of  course,  that  trust  only  last  about  a  year. 

The  Chairman.  That  is  the  same  matter  you  explained  yester- 
day.   I  called  them  bankers  and  you  called  them  trustees. 

Mr.  Wilson.  That  is  the  same  matter. 

The  Chairman.  That  wa^  all  gone  over  in  full.  That  voting  trust 
ceases  in  a  year  and  a  half? 

Mr.  Wilson.  It  is  not  longer  than  that. 
.  The  Chairman.  It  had  five  years  to  run? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  Mr.  Wilson,  we  are  much  obliged  to  you. 

Mr:  Wilson.  There  has  been  a  good  deal  of  talk  about  new  plants 
starting  up,  independent  plants  around  the  country,  and  I  have  a 
statement  of  the  number  oi  plants  that  are  being  started.  It  will  not 
take  but  a  minute  to  read  it. 

The  Chairman.  You  can  put  it  in  without  reading  it  if  you 
want  to. 

Mr.  WiNSLOW.  I  would  like  to  have  him  read  it. 

Mr.  Wilson.  There  is  a  new  plant  started  up  within  about  a  year 
at  Des  Moines,  Iowa,  called  the  Iowa  Packing  Co.  That  is  now 
operating.  There  is  a  good-sized  plant  now  under  construction, 
known  a^  the  Midland  Packing  Co.,  at  Sioux  City,  Iowa.  That  is  a 
good,  large  plant. 

There  is  another  at  Omaha,  Nebr.,  known  as  the  Skinner  Packing 
Co. ;  that  is  practically  completed  and  to  be  started  up  shortly. 

There  is  one  being  constructed  at  St.  Paul,  Minn.,  known  as  the 
Farmers'  Coopei-ative,  a  big  plant  which  is  about  ready  to  be  started. 

There  is  one  at  Tifton,  Ga.,  the  Tifton  Packing  Co.,  which  has 
been  operating  for  about  a  year. 

The  Block  Packing  Co.,  of  Macon,  Ga.,  opened  recently. 
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Moran  &  Co.,  at  South  San  FranTcisco,  Cal.,  recently  opened,  within 
a  year. 

The  Neuhoff  Packing  Co.,  of  Nashville,  Tenn.  That  is  a  small 
concern  that  was  operating  at  Nashville,  and  they  are  making  exten- 
sive improvement3. 

The  Kuddy  Brothers  Packing  Co.,  of  Kansas  City,  Kans.,  has  been 
operating  about  a  year. 

The  Anheuser-Busch  people  have  announced  that  they  are  incor- 
porating a  packing  company  and  will  go  into  the  packing  businehB^, 
and  another  brewery,  at  Dubuque,  is  to  be  converted  into  a  packinir 
house. 

The  Chairman.  If  there  is  anything  else  you  wish  to  put  in  you 
have  the  privilege  of  doing  so  when  you  revise  your  remarks,  and 
anything  additional  bearing  on  the  same  subject  which  will  give 
light,  you  have  the  privilege  of  putting  into  the  record. 

Mr.  Wilson.  I  thank  you  for  that.  I  just  want  to  leave  this  one 
further  thought:  According  to  the  Food  Administration  regula- 
tions we  were  authorized  to  make  9  per  cent  According  to  the  stat«s 
inent  which  has  been  turned  out  which  has  passed  into  the  hands  of 
the  Federal  Trade  Commission,  all  of  the  large  packers  made  5.0  i)ei 
cent.  I  want  to  submit  to  you  gentlemen  the  question  whether  if 
we  had  such  an  organization  among  the  five  packers  a3  the  Fwi- 
eral  Trade  Report  tries  to  prove ;  if  we  had  the  monopoly  and  the 
facilities  for  doing  the  things  that  they  claimed,  when  the  Uovern- 
ment — and  when  the  Food  Administration  acted,  I  say  it  was  f<»r 
the  Government — when  the  Government  authorized  us  to  make  9  per 
cent  and  we  made  5.(>  per  cent,  I  want  to  submit  that  as  the  la>t 
thought  here  to  consider,  and  I  think  that  Contradicts  absolutely  tlu* 
possibility  of  any  such  things  as  are  contended  there. 

Finally,  I  want  to  thank  all  of  you  gentlemen  for  the  patience 
you  have  shown  here,  and  for  the  earnest  effort  that  you  have  indi- 
cated in  getting  at  the  facts,  and  in  connection,  and  it  has  been  a 
great  i^rivilege  to  me  to  be  able  to  talk  to  you  for  these  two  daj& 

Mr.  Armour  extended  an  invitation  to  you  to  visit  Chicagu,  a» - 
cording  to  the  record,  and  I  would  like  to  add  my  invitation  to  that, 
I  think  it  would  be  a  wonderful  thing  for  this  committee,  or  a  pan 
of  it,  to  visit  some  of  these  packing  centers  and  get  first-hand  infor- 
mation and  see  what  this  problem  is.  It  would T)e  well  worth  yimr 
while,  no  matter  what  time  you  might  happen  to  take,  and  we  will 
turn  open  to  you  all  our  facilities,  our  books,  our  accountants^  ano 
everybody  who  will  give  you  everything  we  have  got.  ^  I  think  it 
would  be  very  interesting  for  you  to  go  out  on  horseback,  if  you  want 
to,  in  the  yards  and  see  all  the  operations,  and  I  think  you  would  be 
convinced  without  a  question  that  this  is  a  really  competitive  busi- 
ness.   I  am  convinced  of  it,  and  I  think  you  would  be. 

Some  references  were  made  about  the  fact  that  the  statements  here 
were  not  under  oath.  I  want  you  gentlemen  to  understand  that  I  am 
perfectly  willing  to  take  oath  to  all  that  I  have  said  to  you,  and  I 
have  been  just  as  careful  in  answering  your  questions  as  if  I 
under  oath.    I  thinkyou  very  much  for  this  privilege. 

The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Wilson. 
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STATEMEHT  OF  ABTHXTB  0.  LEONABD,  ON  BEHALF  OF  THE  UNION 

STOCKTABS  A  TBANSIT  CO.,  OF  CHICAGO. 

Mr.  Leonard.  Gentlemen  of  the  committee,  in  discussing  this  bill 
I  propose  to  place  before  you  in  a  genral  way  (a)  the  corporate 
history  of  the  Union  Stokyard  &  Transit  Co.,  of  Chicago;  then  (6)  in 
a  general  way  to  discuss  the  activities  or  functions  of  the  Union 
Stockyard  &  Transit  Co.  with  respect  to  the  handling  of  live  stock, 
and  {c)  the  attitude  of  the  corporation,  its  officers  and  stockholders 
toward  the  pending  legislation. 

The  live-stock  markets  and  stockyards  of  the  present  day  are  the 
natural  outgrowth  of  the  old  world  market  day  or  fair  held  in  neigh- 
boring towns.  This  old-world  method  could  not  be  followed  in  this 
country  for  the  reason  that  distances  were  great  and  settlements 
spread  so  far  apart  that  regular  market  days  could  not  be  held.  Con- 
sequently live-stock  markets  were  established.  One  of  the  directors 
of  this  company,  Mr.  Lafayette  Funk,  of  Bloomington,  111.,  in  former 
years  regularly  drove  his  live  stock  from  Bloomington  to  Chicago,  a 
distance  of  140  miles,  and  often  to  Milwaukee,  a  stul  greater  distance 
of  85  miles. 

In  the  early  sixties  there  were  several  live-stock  markets  in  Chicago 
where  cattle  were  sent  for  sale  and  sold.  The  condition  was  unsatis- 
factory both  to  the  producer  and  killer,  owing  Ito  fluctuations  in 
nuirket  prices  between  the  various  markets  in  the  same  city  at  the 
same  time. 

Partially  to  remedy  this  condition  and  partially  for  the  purpose 
of  establishing  a  market  which  would  attract  live  stock  offered  for 
sale  from  all  tne  territory  which  might  be  tributary  to  Chicago  and 
conceiving  even  in  those  early  times  the  possibility  of  creating  the 
greatest  live-stock  market  of  the  world,  the  railroaas  and  others  hav- 
ing stockyards  in  Chicago  consolidated  the  various  stock  markets 
into  an  organization  called  the  Union  Stockyard  &  Transit  Co.  of 
Chicago  and  obtained  a  charter  for  such  stockyard  company  from 
the  State.  The  railroads  contributed  the  money  toward  the  enter- 
prise, owned  the  stock,  and  elected  the  directors.  The  stockyard 
company  so  incorporated  acquired  a  portion  of  its  present  property 
which  was  then  far  beyond  the  city  limits  of  Chicago,  and  the  enter- 
prise was  started. 

This  condition  of  affairs,  to  wit,  the  ownership  by  the  railroads  of 
the  capital  stock  of  the  stockyard  company  ana  the  election  by  the 
railroads  of  the  directors  of  the  stockyard  company,  continued  for 
a  period  of  years,  until  the  railroads  found  it  undesirable  to  attempt 
to  operate  as  an  adjunct  to  their  railroad  systems  a  stockyards  com- 
pany, sold  their  stock  to  outside  investors,  and  about  the  year  1890 
ceased  to  have  any  representation  on  the  board  of  directors. 

As  a  result  of  such  changes  the  ownership  of  the  capital  stock  of 
the  company  became  widely  scattered  here,  there,  and  yonder 
throughout  the  United  States.  Shortly  after  this  time  the  necessity 
of  additional  financing  for  the  corporation  became  very  pressing. 
The  corporation  had  already  expanded  far  beyond  the  dreams  of  its 
early  promoters.  New  capital  was  required  for  enlargements  and 
betterments.  On  the  other  hand,  the  charter  of  the  company  as  fixed 
in  1865  limited  the  amount  of  bonded  indebtedness  which  the  com- 
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pany  oould  incur.  In  order  to  meel  this  exigency  the  stockholders 
of  the  company  oonceived  the  idea  of  organizing  a  holding  conipanv 
and  of  raising,  through  collateral  trust  securities  issued  by  the  hola- 
ing  company,  capital  necessary  to  meet  the  ever-growing  demands  of 
the  operating  company.  This  explains  the  organization  of  what  is 
now  known  as  the  Chicago  Junction  Railways  &  Union  Stockyards 
Co.  of  New  Jersey. 

With  money  acquired  through  the  holding  company  and  through 
the  assistance  of  the  holding  company  additional  land  Vas  purchased 
and  large  capital  expenditures  were  made  by  the  corporation  for  ini* 
provements  and  betterments.  The  corporation  also,  together  with 
the  holding  company,  adopted  the  policy  of  offering  inducements  to 
increase  the  number  of  buyers  appearing  in  the  yards;  that  is,  to  in- 
crease the  competition  for  live  stock  coming  to  the  stockyards  for 
sale.  This  policy  on  the  part  of  the  company  was  ver\'  successful. 
It  was  so  successful  that  notwithstanding  the  fact  that  Congress,  by 
the  act  of  Congress  of  1903,  as  construed  hy  the  Supreme  Court  of 
the  United  States  in  the  Pf aelzer  case,  prohibited  the  company  from 
continuing  its  policy  of  making  or  offering  inducements  to  new  pack- 
ing houses,  the  attractions  offered  by  the  yards,  however,  had  already 
been  developed  to  such  an  extent  thaL  in  addition  to  the  son^alled  fivV 
big  packers  which  are  mentioned  so  rrequently  by  the  Federal  Trade 
Commission,  ther6  are,  as.  a  matter  of  fact,  some  40  or  50  packing 
houses  at  the  present  time  doing  business  and  buying  cattle  at  the 
market  of  the  Union  Stockyard  &  Transit  Co. 

At  the  risk  of  repetition,  and  for  the  sake  of  emphasis,  I  desire 
to  impress  upon  the  committee  the  importance  of  the  statement  la<t 
made,  to  wit,  that  the  corporate  history  of  the  Union  Stockyard  A 
Transit  Co.  of  Chicago,  shows  that  it  has  constantlv  sought  to  in* 
crease  the  number  of  buyers  at  its  market;  that  until  Congress  pro- 
hibited it  from  so  doing,  it  used  its  corporate  funds  for  that  pur- 
poPc>:  that,  as  a  result  of  its  efforts  over  a  perio<l  of  years  there  are 
now,  in  addition  to  the  five  big  packers,  some  40  to  45  lor^al  packer* 
and  partnerships  buving  stock  at  its  market  and  en^ged  in  the 
packing  business.  Kot  only  so,  but  th?  market  furnished  by  the 
stockyards  has  been  placed  upon  such  a  broad  and  comprehensive 
basis  that  buyers  of  live  stock  from  all  over  the  United  States  arv 
constantlv  foimd  at  the  Chicago  markets  buying  live  sto<*k,  not  only 
for  pa(*kmg-house  purposes,  but  also  for  feeding  purposes, 

I  come  now,  gentlemen  of  the  committee,  to  the  fimctions  or 
activities  of  the  stockyards  company  with  respect  to  the  handling  of 
live  stock  and  the  service  that  it  renders  the  producer. 

Und«T  its  charter  the  XTnion  Stockyard  &  Transit  Co.  engages  in 
a  number  of  activities  which  are  not  essentially  related  to  the  han- 
dling of  live  stock  and  in  a  number  of  activities  which  bear  a  rtrj 
close  relation  thereto. 

Confining  myself  to  the  latter,  in  the  first  place,  the  storkyarxl^ 
company  has  constructed,  maintains,  and  operates  a  very  large  and 
commofiious  hotel  for  the  convenience  of  the  patrons  of  the  maricK 
whi(*h  exists  by  reason  of  its  yards.  At  this  hotel  guests  from  all 
over  the  world  are  welcome  and  are  provided  for. 

The  stockyards  company  also  has  erei-ted  a  large  office  building 
in  which  it  rents  offices  to  oommiflsion  men  and  othen  doing  basi- 
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ness  at  the  market.  These  offices  or  rooms  are  open  to  any  tenant 
with  good  standing,  who  desires  to  rent  the  same,  and,  let  me  say 
right  here,  gentlemen,  that  any  man  can  buy  or  sell  at  the  market  of 
the  Union  Stockyard  &  Transit  Co.  of  Chicago ;  there  are  no  re- 
strictions of  any  kind  or  character  which  tend  to  limit  the  freedom 
of  the  market. 

With  respect  to  the  handling  of  live  stock:  The  railroad  com- 
panies transporting  live  stock  irom  all  parts  of  the  United  States 
come  in  under  their  own  power  to  the  unloading  docks  and  plat- 
forms established  by  the  Union  Stockyard  &  Transit  Co.  of  Chicago. 
These  stock  trains  are  likely  to  arrive  at  any  hour  of  the  day  or 
night.  As  many  as  3,200  cars  loaded  with  inbound  live  stock  have 
been  delivered  at  these  platforms  for  unloading  in  one  day.  The 
average  train,  containing  40  cars  of  live  stock,  is  immediately  un- 
loaded by  the  employees  of  the  stockyards  company.  This  is  so  ex- 
peditiously done  that  it  frequently  happen  that  by  the  time  the 
railroad  company  can  switch  the  engine  drawing  the  train  in  from 
the  front  of  the  train  to  the  rear  of  the  train  for  the  purpose  of 
drawing  it  out,  the  entire  train  will  be  unloaded.  To  state  it  in 
another  way,  these  trains  are  unloaded  so  expeditiously  that  on  the 
average  a  train  is  imloaded-  before  the  waybills  can  be  called  off. 

The  cattle  so  unloaded  are  placed  by  the  stockyards  company  at 
what  are  known  as  the  unloading  chute  pens.  The  commission  men 
to  whom  they  are  consigned  by  producers  from  all  over  the  United 
States  are  immediately  notified  of  the  arrival  of  the  stock  and  of  the 
chute  pens  in  which  the  consignment  to  each  commission  man  has 
been  placed. .  The  commission  men  thereupon  visit  the  chute  pens 
with  their  employees,  take  possession  of  the  cattle  and  place  them  in 
permanent  pens,  where  they  are  kept  until  disposed  of  by  the  commis- 
sion men  in  the  open  market. 

During  the  year  1918  there  were  received  at  the  Union  Stockyard 
&  Transit  Co.  of  Chicago  17,779,435  head  of  cattle  in  309,196  cars.. 
On  the  other  hand  the  total  outbound  shipments  amounted  to  3,288,- 
440  head  of  live  stock  contained  in  62,265  cars. 

Outside  of  the  service  of  unloading  and  loading,  the  stockyards 
company  has  nothing  whatsoever  to  do  with  the  cattle,  except  to 
water  them,  to  house  them,  and,  on  order  of  the  commission  men  or 
their  representatives,  to  feed  them  until  they  are  sold. 

The  interest  of  the  producer  is  the  interest  of  the  stockyards.  The 
two  are  linked  together  inseparably.  At  this  very  instant  they  stand 
shoulder  to  shoulder  in  a  controversy  with  the  railroads  berore  the 
Interstate  Commerce  Commission  in  a  case  long  pending  there, 
wherein  the  railroads  are  trying  to  shift  onto  the  producer  the  ex- 
pense of  unloading  the  live  stock.  In  this  litigation  the  stockyards 
and  the  producer  are  both  insisting  that  the  service  of  unloading 
should  be  paid  for  by  the  railroad  company,  and  not  by  the  producer. 

A  few  years  ago  the  stockyard  company,  realizing  that  land,  labor, 
and  time  were  all  too  expensive  to  justify  the  producers  in  spending 
from  three  to  four  years  in  preparing  a  steer  tor  the  market,  caused 
the  organization  of  a  corporation,  not  for  profit,  known  as  the  Inter- 
national Live  Stock  Exposition.  This  corporation  has  for  years 
given  an  annual  exposition  of  live  stock  in  the  amphitheater  con- 
structed for  that  purpose  by  the  Union  Stockyard  &  Transit  Co.  of 
Chicago. 


1344       GOVEBNBCENT  CONTROL  OF  MBAT-PAGKUTG  LWDUBYKY, 

To  this  exposition  cattlemen,  producers,  and  packers,  as  well  a< 
thousands  of  farmers,  come  from  not  only  all  parts  of  the  United 
States,  but  from  all  parts  of  the  world.  There  the  producer  is  taught 
the  secrets  of  breeding  and  feeding  so  that  better  live  stock  can  be  fat- 
tened and  marketed  in  an  average  of  two  years  instead  of  from  tlitw^ 
to  four  years,  as  was  formerly  required. 

The  exposition  company  has  organized  clubs  in  the  various  coun- 
ties of  the  several  cattle-producing  States,  where  it  offers  a  prize  in 
the  boy  or  girl  who  succeeds  in  producing  each  season  the  heaviest 
cattle.  The  prize  consists  of  a  free  visit  to  the  annual  live-stock  ex- 
position conducted  by  the  yards.  The  competition  resulting  from  the 
organization  of  these  clubs  and  the  offering  of  a  prize  has  been  Anti 
is  exceedingly  keen.  Through  the  instrumentality  of  this  exposition 
alone  the  Union  Stockyard  &  Transit  Co.  of  Chicago  claims  that  it 
has  contributed  to  the  producer  an  economic  benefit  of  such  enonnou'^ 
value  as  to  be  impossible  of  computation. 

Whatever  the  stockyards  company  can  do  to  make  its  market  more 
attractive  to  the  producer,  common  sense  requires  it  to  do,  because 
the  more  cattle  that  are  snipped  to  its  market,  the  more  attracts  «• 
its  facilities  become  to  the  producer. 

As  a  matter  of  fact,  however,  what  the  stockyards  really  do  f<»r 
the  producer  is  to  maintain  a  hotel  for  the  producers*  cattle  unt.l 
they  are  sold.    So  far  as  the  stockyaixls  company  is  concerned*  th*- 

E acker  is  nothing  more  or  less  to  it  than  any  other  buyer  doinir 
usiness  at  the  market  provided  bv  the  stockyafxis.    And  it  has  Ihn't. 
the  effort  of  the  Union  Stockyard  &  Transit  Co.  at  Chicago  to  in 
crease,  bv  everv  conceivable  means  known  to  the  law,  the  numtier  «»f 
these  buyers.    In  this  it  has  been  successful. 

The  I.'^nion  Stockyard  &  Transit  Co.  of  Chicago  now  owns  an«i 
operates  an  oi)en  market  where  more  cattle  are  bought  and  H»ld 
than  in  any  other  two  markets  in  the  world. 

This  naturally  leads  me,  gentlemen,  to  discuss  the  attitude  of  t*  * 
Union  Stockyard  &  Transit  Co.  of  Chicago,  its  offic*ers  and  stm  k 
holders,  toward  the  pending  legislation. 

We  solemnly  assert,  without  fear  of  contradiction  by  those  tiini 
confine  themselves  to  the  truth,  that  to  the  extent  it  is  staled  '*t 
suggested  that  the  property  or  policy  of  the  Union  Stockyard  a 
Transit  Co.  of  Chicago  is  dominated  or  controlled  by  the  so-callr-l 
five  large  packers,  or  that  it  is  within  the  power  of  any  one  of  x)- 
so-called  five  larj3;e  packers,  or  of  any  combination  of  large  or  sma! 
packers,  to  dominate  or  control  it,  such  statement  or  suggeslitm  > 
wholly  without  foundation  in  fact* 

It  ha^  been  asserted  that  the  reason  or  moving  cause  of  the  pendir.j; 
legislation  and  of  those  supporting  it  is  through  it  to  strike  direini> 
or  indii*ectly  at  the  packers.  If  this  be  so,  it  must  be  clear  to  t}:^* 
most  casual  ol>s(>rver  that  the  passage  of  this  bill,  and  the  sulfe^utMi*. 
acquisition  or  control  of  the  projKjrty  of  the  l^nion  Stockyard  A 
Transit  Co.  of  Chicago  woulu  be  a  wholly  useless  step  in  such  a 
program. 

It  must  be  evident  to  every  thoughtful  man  that  the  ownership  i»r 
operation  by  the  Government  of  these  yards  would  not  placv  in  th*. 
hands  of  the  Government  or  any  of  its  officials  any  other  or  grratrr 
control  over  the  packers  than  the  Government  has  to-day.  The  (fi>%- 
cmment,  by  taking  the  stockyards,  would  not  get  any  control  dtn>  t! « 
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or  indirectly  over  the  packers.  As  has  been  stated,  all  that  the  Union 
Stockyard  &  Transit  Co.  of  Chicago  does  with  respect  to  live  stock 
is  to  feed  and  house  the  cattle  which  are  sent  to  its  market  from  all 
over  the  United  States  and  Ciinada  until  such  time  as  they  are  sold 
and  pass  into  the  hands  of  the  purchaser.  That  is  its  only  function. 
With  respect  to  such  function  it  makes  no  difference  to  the  packer 
who  furnishes  the  market  so  long  as  the  market  is  furnished. 

In  this  connection  this  company  begs  leave  to  ask  this  committee 
that  if,  in  spite  of  the  facts  contained  in  this  ctatement,  the  com- 
mittee should  feel  that  the  ownership  by  Mr.  Armour  of  a  negligi- 
ble percentage  of  the  capital  stock  in  a  holding  company  which  owns 
the  stock  of  the  operating  company  is  objectionable,  then  why  not 
by  law  make  it  unlawful  for  anyone  to  be  jointly  and  sinmltaneously 
interested  in  a  stockyards  company  or  the  capital  stock  of  a  stock- 
yards company  and  a  packing  house  doing  business  at  its  market? 
While  this  company,  its  officials  and  stockholders  do  not  believe  that 
there  is  any  necessity  for  such  legislation,  nevertheless  they  respect- 
fully submit  to  the  committee  that  such  legislation  would  be  far 
better  for  the  country  than  for  the  Government  either  to  take  the 
property  of  this  company  or  to  regulate  it,  and  destroy  its  inde- 
pendence and  stifle  the  initiative  of  its  officers.  In  addition  to  the 
fact  that  the  ownership  or  control  by  the  Government  of  the  stock- 
yards would  not  in  the  slightest  degree  aflFect  the  packers,  sp  long 
as  a  market  was  furnished  for  the  sale  of  live  stock,  the  Union  Stock- 
yard &  Transit  Co.,  of  Chicago,  its  officers  and  stockholders,  upon 
the  question  of  the  general  policy  of  the  acquisition  by  the  Govern- 
ment of  its  stockyards,  respectfully  make  the  following  statement : 

First.  As  citizens  of  this  country  they  would  greatly  deplore  the 
entrance  by  the  Government  into  this  additional  field  of  commercial 
activity.  Such  action  on  the  part  of  the  Government  is  objection- 
able, not  only  for  political  reasons,  which  are  self-evident,  but  also 
hecause  (a)  it  destroys  initiative,  (b)  impairs  efficiency,  (c)  induces 
rigidity  in  operation  where  there  should  be  the  greatest  of  flexi- 
bility, and  (d)  increases  costs. 

Not  only  so,  but  if  the  Government  should  take  the  stockyards  or 
attempt  to  control  them  it  would  find  itself  in  a  maelstrom  of  a 
triangular  fight,  wherein  the  producer  was  clamoring  for  higher 
prices,  the  wage  earner  for  higher  wages,  and  the  consumer  for  lower 
prices.  How  the  Government,  which  would  then  be  responsible 
both  for  costs  and  prices,  could  meet  these  antagonistic  and  irrecon- 
•cilable  demands  passes  human  comprehension. 

Second.  As  I  have  said,  as  citizens  of  this  country  this  company, 
its  officers  and  stockholders,  are  opposed  to  this  legislation.  But  as 
personal  owners,  seeking  their  advantage,  irrespective  of  the  welfare 
of  the  country  at  large,  this  company  would  oe  very  glad  to  have 
the  Government  pay  it  the  fair  value  of  its  property,  and  it  would 
be  very  glad  to  distribute  the  proceeds  of  such  payment  to  its  share- 
holders and  to  retire  from  this  field  of  business. 

For  many  years  the  earnings  of  this  company  were  put  back  into 
the  property.  Not  only  so,  but  the  property  has  greatly  enhanced 
in  value.  If,  instead  of  making  capital  disbursements  out  of  the  sur- 
plus for  a  period  of  years,  and  following  what  was  once  supposed 
to  be  a  conservative  financial  policy,  the  company  had  capitalized  all 
-of  its  capital  disbursements  and  had  taken  into  its  capital  account  the 
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increased  value  of  its  property,  as  now  seems  to  be  the  fad,  the  rate 
of  dividends  which  could  be  paid  upon  such  a  capitalization  out  of 
the  earnings  of  the  company  would  be  exceedingly  small. 

Third.  While,  as  has  oeen  said,  the  company  would  be  glad  to  have 
the  Government  take  its  property  and  pay  for  it,  yet  its  officers  and 
directors  protest  against  the  passage  of  any  legislation  which  will 
still  further  subject  them  to  regulations  promulgated  by  public  offi- 
cials who  have  none  of  the  interest  of  owners  and  none  of  tne  respon- 
sibilities of  ownership. 

The}^  respectfully  insist  that  if  the  Government  proposes  to  assert 
the  privilege  of  ownership  over  their  property,  the  Government 
should,  in  fact,  become  the  owner  and  assume  the  responsibilities 
of  one. 
^  It  should  not  make  it  impossible  for  the  real  owner  to  exercise  the 
rights  of  an  owner. 

They  protest  against  having  their  business  squeezed  dr>'  by  Gov- 
ernment regulation  without  ownership,  as  they  believe  to  have  been 
the  case  witn  great  public  utilities  witliin  the  past  few  years. 

They  respectfully  assert  that  they  have  always  managed  their 
business  with  due  respect  to  the  rights  of  the  public;  that  they  have 
furnished  a  great  facility  for  the  marketing  of  live  stock,  which  has 
been  and  is  open  to  the  entire  world,  and  is  the  largest  facility  of  its 
kind  in  existence;  that  their  management  has  given  cause  for  little, 
if  any,  public  criticism. 

Irrespective  of  the  truth  or  falsity  of  the  charges  made  against  the 
packers,  irrespective  of  the  sources  from  which  such  charges  emanate^ 
or  the  merits  or  demerits  thereof,  this  company  respectfully  asserts 
that  it  is  not  responsible  therefor;  that  this  company  has  a  clean 
record  of  more  than  50  vears  of  service,  which  has,  in  the  main,  been 
satisfactory  to  those  who  have  been  making  use  of  its  markets. 

The  company,  its  officers,  and  directors  respectfuU}*  submit  that^  it 
is  neither  just  nor  fair,  nor  economicallv  sound,  nor  politically  desir- 
able^ that  the  Congress  of  the  United  States  should  now  attempt 
to  deprive  the  company  and  its  stockholders  of  its  property  or  its 
ownership. 

Mr.  EscH.  Under  the  laws  of  what  State  is  the  Union  Stockyards 
&  Transit  Co.,  of  Chicago,  organized  ? 

Mr.  Leonard.  Laws  of  Illinois. 

Mr.  EscH.  Is  that  a  holding  company  ? 

Mr.  Leoxabd.  The  holding  companV  is  known  as  the  Junction 
Co.,  Chicago  Junction  Railways  and  tl'nion  Stockyard  Co.,  of  Xew 
Jei-sey. 

Mr.  Escii.  Was  this  company  a  company  which  issued  warrants 
instead  of  certificates  of  stock? 

Mr.  Leonard.  I  have  no  knowledge  of  that,  sir,  except  what  I  have 
read  or  heard  since  I  have  been  here.  I  understand  that  a  Maine 
companv  has  issued  warrants. 

Mr.  £scH.  What  relationship  has  this  Maine  company  to  either 
your  parent  company  or  this  holding  company  ?  ^     ^ 

Mr.  Leonard.  So  far  as  I  know,  personally,  ar,  it  has  no  relation. 
I  had  no  knowledge  of  the  Maine  company  until  I  read  the  Federal 
report 
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Mr.  EscH.  You  know  nothing  of  the  operations  of  this  Maine  com- 
panv,  then  ? 

Mr.  Leonard.  No,  sir. 

Mr.  EscH.  And  know  of  no  reasons  for  its  organization  ? 

Mr.  Leonard.  None  whatever.  I  know  nothing  whatever  about  it. 
I  am  the  president  of  the  operating  company  in  Illinois. 

Mr.  EscH.  And  therefore  you  have  no  connection  with  this  so-called 
Maine  organization? 

Mr.  Leonard.  None  whatever. 

Mr.  EscH.  Do  you  know  a  Mr.  Prince? 

Mr.  Leonard,   i  es,  sir. 

Mr.  EscH.  What  relationship  does  he  sustain  to  the  Maine  corpo- 
xation  ? 

Mr.  Leonard.  I  do  not  know  except  by  hearsay,  sir.  I  want  to 
answer  it  explicitly,  and  I  have  no  knowledge  of  it. 

Mr.  EscH.  Then,  so  far  as  your  knowledge  goes,  you  know  of  no 
reasons  for  the  organization  oi  this  Maine  corporation  ? 

Mr.  Leonard.  No,  sir. 

Mr.  EscH.  Do  you  know  of  your  own  knowledge,  or  from  any  other 
source  of  information,  as  to  whether  or  not  Mr.  Armour,  who  does 
hold  stock  in  the  company  of  which  you  are  president^  has  any  con- 
nection or  any  ownership  in  the  so-called  Maine  organization  ? 

Mr.  Leonard.  No,  sir;  I  do  not  know. 

Mr.  EscH.  Do  you  know  whether  or  not  any  of  the  oflScers  of  your 
•organization  have  stock  or  warrants  in  the  Maine  corporation  ? 

Mr.  Leonard.  I  am  answering  for  myself  and  my  subordinates, 
and  I  have  knowledge  that  they  had  no  knowledge  of  the  organization 
of  this  Maine  corporation,  and  therefore  they  would  have  no  war- 
rants.   I  have  never  seen  the  warrants. 

Mr.  EscH.  One  of  them  was  exhibited  here  before  the  committee,  I 
think,  and  there  is  so  much  mystery  connected  with  that  Maine 
organization  that  I  think  it  is  up  to  somebody  to  explain  it  fully  for 
the  benefit  of  the  record. 

Mr.  Leonard.  I  would  gladly  do  so  had  I  the  knowledge  or  the 
information,  sir. 

Mr.  EscH.  The  Chicago  stockyards  are  considered  by  the  Interstate 
•Commerce  Commission  as  a  common  carrier? 

Mr.  Leonard.  In  the  Pfaelzer  case  it  was  so  held. 

Mr.  EscH.  That  subjects  the  corporation,  therefore,  to  control  by 
the  Interstate  Commerce  Commission? 

Mr.  Leonard.  I  presume  so. 

Mr.  Shaw.  Might  I  interrupt  a  second,  Mr.  Esch?  I  tried  that 
Pfaelzer  case  and  argued  it  in  the  Supreme  Court,  and  the  inquiry 
which  you  make  of  Mr.  Leonard,  it  seems  to  me,  can  only  be  answered 
hy  a  lawyer.  I  have  no  desire  to  take  the  stand,  but  I  am  perfectly 
willing  to  explain  that  Pfaelzer  case  if  you  desire  it.  The  stockyards 
have  many  different  activities,  one  of  which  was  as  owner  of  a  rail- 
road which  has  nothing  whatever  to  do  with  its  stockyards  facilities 
at  all. 

Mr.  Esch.  When  you  come  on  the  stand  we  can  make  those 
inquiries. 

I  notice,  Mr.  Leonard,  in  your  statement,  you  give  the  number 
•of  inbound  and  outbouna  heads  of  cattle? 
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Mr.  Leonard.  Yes,  sir;  live  stock. 

Mr.  Erch.  a  superficial  calculation  indicates  that  the  outbound 
amount  to  a  trifle  more  than  one-fifth  of  the  inbound. 

Mr.  Lex)nard.  Yes,  sir. 

Mr.  EscH.  What  would  that  indicate  as  to  the  purchase  on  the 
Chicago  stockyards  of  stock  by  traders,  by  farmers,  by  individuals, 
or  corporations  not  connected  with  the  big  packing  institutions? 

Mr.  Leonard.  A  list  of  the  purchasers  can  be  furnished.  However, 
this  one-fifth  is  a  very  low  percentage  for  1918,  by  reason  of  the 
17^  cent  price  put  on  hogs.  The  17^  was  made  the  Chicago  basis, 
and  thefi  there  was  an  equalization  made  through  the  country,  so 
there  was  very  little  shipping  of  hogs  from  Chica^.  There  was  a 
surplus  at  all  markets  on  their  getting  equalized  price  at  the  various 
markets  through  the  eastern  country. 

Mr.  Escn.  Is  the  percentage  lower  than  the  normal,  or  higher. 

Mr.  Leonard.  Just  a  little  lower,  by  reason  of  the  leanness  in  the 
shipment  of  ho^.  There  have  been  a  great  many  hogs  sliipped 
to  New  York  points  and  New  England  points. 

Mr.  Escii.  ilow  many  stockholders  are  there  in  the  stockyards 
company,  the  Union  Stockyard  &  Transit  Co.? 

Mr.  Leonard.  That  stock  is  held  by  the  Jersey  company. 

Mr.  EscH.  I  see;  it  is  the  holding  company. 

Mr.  Leonard.  Yes,  sir. 

Mr.  Escii.  How  many  are  there  in  that  ? 

Mr.  Leonard.  I  have  no  knowledge  of  that,  sir. 

Mr.  EscH.  Are  there  any  others  of  the  so-called  big  five  packers 
that  are  interested  in  the  Union  Stockyard  &  Transit  Co. ! 

Mr.  Leonard.  Not  to  my  knowledge,  and  they  have  all  disclaimed 
anv  ownership,  Mr.  Swift,  Mr.  Morris,  and  Mr.  Wilson. 

Mr.  EscH.  You  suggest  in  your  statement  an  alternative  proposi- 
tion, in  lieu  of  Government  ownersliip,  management,  control,  and  so 
one,  when  you  say : 

Whilo  this  company,  Uh  (^ffldBlfi  nnd  Htoc^kholders.  do  not  believe  tbat  tbrrv 
in  any  niH'<*sslty  for  su<*h  U*^islatio:\  nevertheleBH,  they  respectfully  submit  ta 
thp  *ominIttfe  that  siu-h  Ic^isluttoii  would  ]»e  fur  better  for  the  country  than 
for  the  (Joverninrnt  either  to  take  the  proi>erty  of  this  (Huiipiiny  or  to  rpinilatr 
it  and  destroy  Its  Indeftendenee  and  stHle  the  Initiative  4>f  its  otncer^. 

Mr.  Leonard.  Yes,  sir. 

Mr.  Escii.  Do  you  think  tliat  alternative  proposition,  if  acted 
upon,  would  meet  all  the  i*equirement<  of  the  situation! 

Mr.  Lw)X.\Ri>.  If  it  i>  doomed  necessary,  sir. 

Mr.  EscH.  Thi.s  alternative  would  be  following  the  example  of 
the  Clayton  Act  whei-oin  we  prohibit  interlocking  directories,  joint 
ownerships  and  so  on? 

Mr.  Lk(»naki).  Yes,  sir. 

Mr.  Escir.  Was  that  in  your  mind  when  you  suggested  that  altema* 
tive  proposition? 

Mr.  Leonard.  Yes,  sir. 

Mr.  EscH.  For  like  reasons? 

Mr.  Lfonaim).  For  like  reasons. 

Mr.  I)e«  kkk.  AVIiMt  is  tho  soiirco  of  your  revenue? 

Mr.  Lkonaki).  The  M»urco  of  our  ivvonue  is  primarily  yardage^ 
n»reipt-  of  cuttle,  hoi:^.  sluM^p,  h<»rs4»>.  and  the  revenue  from  tttih 

Mr.  I)k(  ki:r.  I)o  you  got  so  much  a  car? 
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Mr.  Leonard.  For  yardage? 

Mr.  Decker.  No;  tor  putting  the  cars  in  there.  I  thought  you 
said  you  had  2,000  cars? 

Mr.  Leonard.  We  unload  cars. 

Mr.  Decker.  For  how  much? 

Mr.  La»nard.  Fifty  cents  a  car. 

Mr.  Decker.  Fifty  cents  a  car? 

Mr.  Leonard.  Yes,  sir. 

Mr.  Decker.  Are  your  charges  about  the  same  as  they  are  at  th& 
other  markets? 

Mr.  Leonard.  Yes,  sir. 

Mr.  Decker.  I  did  not  hear  the  first  part  of  your  testimony.  You. 
get  Yardage.    Is  that  by  the  head? 

Mr.  Leonard.  That  is  by  the  head;  yes,  sir. 

Mr.  Decker.  Then,  you  charge  for  your  feed  ? 

Mr.  Leonard.  Yes,  sir. 

Mr.  Decker.  And  you  charge  50  cents  a  car  for  unloading? 

Mr,  Leonard.  Yes,  sir. 

Mr.  Decker.  And  what  else? 

Mr.  Leonard.  'Then,  we  get  50  cents  a  car  from  the  railroads  for 
loading  stock  into  the  cars,  outbound. 

Mr.  WiNSLOw.  On  what  basis  of  profit  do  you  make  your  charge  for 
feeding? 

Mr.  Leonard.  Our  profit  for  hay  last  year  was  about  $3  a  ton. 

Mr.  Win  SLOW.  What  was  it  on  a  percentage  basis? 

Mr.  Leonard.  Well,  the  hay  cost  us,  on  an  average,  about  $33  a  ton. 

Mr.  Win  SLOW.  Last  year? 

Mr.  Leonard.  Yes,  sir. 

Mr.  WiNSLow.  Less  than  10  per  cent? 

Mr.  Leonard.  Yes. 

Mr.  WiNSLOw.  And  about  the  same  for  the  grain? 

Mr.  Leonard.  The  price  of  com  has  been  on  a  sliding  scale.  Our 
corn  would  show  about  40  cents  a  bushel,  a  profit  from  35  to  40  cents. 

Mr.  WiNSLOw.  And  you  vary  those  hay  and  grain  charges  from 
time  to  time? 

Mr.  Leonard.  Yes,  sir. 

Mr.  WiNSLow.  With  the  market? 

Mr.  Leonard.  Yes,  sir;  with  the  market.  The  price  of  hay  has 
been  abnormally  high  this  year. 

Mr.  WiNSLow.  And  you  have  increased  your  charge? 

Mr.  Leonard.  Yes,  sir. 

Mr.  WiNSLow.  If  it  gets  cheaper  you  let  it  down  ? 

Mr.  Leonard.  We  let  it  down ;  yes,  sir. 

Mr.  WiNSLOW.  And  the  charges  run  from  20  to  33  per  cent  profit  ? 

Mr.  Leonard.  It  is  about  10  per  cent  profit. 

Mr.  WiNsiiOW.  Net? 

Mr.  Leonard.  Net;  that  would  be  net. 

Mr.  WiNSLow.  After  you  pay  your  men  for  distributing  it? 

Mr.  WiNSLow.  Yes,  sir. 

Mr.  Decker.  I  notice  in  the  afternoon  paper  that  there  was  a  sub- 
sidy given  by  the  stockyards  company  to  the  packers  to  stay  in  Chi- 
cago.   When  was  that? 

Mr.  Leonard.  That  was  more  than  20  years  ago.  I  went  there 
20  years  ago,  sir. 
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Mr.  Decker.  Prior  to  20  years  ago  t 

Mr.  Leonard.  Yes,  sir. 

Mr.  Decker.  You  know  nothing  about  that  t 

Mr.  Leonard.  No;  I  do  not  know.  I  have  not  the  date  of  that 
in  my  mind ;  no,  sir. 

Mr.  Decker.  What  is  your  connection  with  the  stockyards  com- 
panv? 

Mr.  Leonard.  President. 

Mr.  Decker.  President  of  the  company? 

Mr.  Leonard.  Yes,  sir. 

Mr.  Shaw.  Mr.  Decker,  may  I  interrupt  just  a  second  t  While 
these  things  all  happened  long  prior  to  my  time — ^in  fact,  I  was  just 
graduating  from  law  school  about  the  time  it  happened — ^neverthe- 
less  I  have  had  occasion  to  make  a  historical  study  of  it,  and  if  you 
have  any  curiosity  about  that  I  would  be  glad  to  answer  your 
inauiry. 

Mr.  Decker.  I  notice  that  Mr.  Swift  testified  this  afternoon,  or 
to-day,  that  it  would  be  better  for  the  stockyards  if  the  packers  were 
at  Gary,  Ind.    What  are  your  views  on  that  t 

Mr.  Leonard.  I  disagree  with  him  entirely. 

Mr.  Decker.  He  thinks  that  it  is  a  more  economical  place  to  run 
the  packing  plants  of  the  stockyards.  He  does  not  seem  to  tell  here 
why  he  thinks  that  way. 

iir.  Leonard.  I  can  not  tell  what  is  in  his  mind. 

Mr.  Decker.  But  you  think  Chicago  is  a  good  plaoe  for  the  stock- 
yards? 

Mr.  Leonard.  Absolutely. 

Mr.  Decker.  What  are  the  sanitary  conditions  there  in  your  stock- 
yards ?    Are  they  kept  clean  ? 

Mr.  Leonard.  Yes,  sir. 

Mr.  Decker.  I  notice  there  is  some  evidence  of  complaint  about  tht 
cleanliness. 

Mr.  Leonard.  Undoubtedly.  It  is  a  curious  condition,  due  to  thi^ 
I7i-cent  price  on  hogs,  that  we  have  had  176,000  hogs  in  the  yards  at 
one  time  during  the  last  month.  The  farmers  evidentlv  feared  that 
the  IT^-cent  price  was  to  be  taken  off,  and  they  rudied  the  hogs  to 
the  market.  The  killing  is  running  between  45,000  and  50,000  hogs  a 
day.  The  price  is  fixed  at  the  IT^  cents;  and,  as  Mr.  Wilson  told  vou. 
they  even  pay  higher  prices  than  they  could  get  them  for.    The  pe«>> 

Ele  would  De  willing  to  sell  them  for  a  lower  price,  but  they  can  not 
uy  them  for  a  lower  price,  because  they  had  agreed  to  pay  17^  cents: 
and  we  have  that  stock  of  hogs  there  in  the  market  awaiting  killing 
opportunities,  if  you  please. 

Mr.  Decker.  Then,  it  is  hard  to  keep  your  stockyards  dean  with 
so  many  hogs? 

Mr.  Leonard.  ^Mien  you  have  so  many  visitors  in  your  parlor,  row 
know,  committing  murder,  it  is  a  mtlipr  difBcnlt  propoeisition.  '  In 
ud<lition  to  that,  vro  have  had  a  very  serious  time  in  regard  to  obuio- 
ing  labor  until  within  the  last  few  weeks. 

Mr.  Decker.  What  have  you  boen  paying  for  labor? 

Mr.  Ln)NARD.  The  men  that  clean  the  yards  in  the  month  of  Jan- 
uary have  drawn  as  high  as  $188  in  the  month,  43  cent)  an  hour  fi>r 
eight  hours,  time  and  a  half  for  overtime,  and  then  they  have  mad' 


GOVERNMENT  CONTROL  OF  MEAT-PACKING  INDUSTRY.       1351 

an  appeal  for  70  cents  an  hour,  with  the  same  rate  for  overtime.  I 
appeared  before  Judge  ALschuler  on  that  recently. 

Mr.  Decker.  How  is  the  labor  market  now?  Have  you  had  any 
trouble  getting  labor  recently? 

Mr.  Leonard.  It  has  improved.  I  have  been  down  here  two  weeks 
waiting  for  this  opportunity,  sir,  so  I  am  a  little  rusty  on  the  job. 

Mr.  Decker.  You  do  not  know  ? 

Mr.  Leonard.  I  assume  that  there  is  sufficient  labor  at  the  present 
time,  but  you  know  what  the  January  thaw  does  to  a  city  covered 
with  snow  and  ice.  Chicago,  of  course,  is  quite  different  from  Wash- 
ington. 

The  Chairman.  In  your  statement  you  say: 

During  the  year  1918  there  were  recelvtHl  at  the  Union  Stockyarclis  &  Transit 
Co.  of  Chicago  17,779,435  liead  of  cattle  in  309,196  cars. 

Do  you  mean  that  to  apply  generally. to  cattle,  pr  iust  hogs? 

Mr.  Leonard.  No,  that  is  a  misprint.  It  should  be  live  stock,  in- 
stead of  cattle. 

The  Chairman.  Then  that  does  cover  cattle,  hogs,  and  sheep? 

Mr.  Leonard.  Yes. 

The  Chairman.  I  did  not  think  Chicago  handled  that  number  of 
cattle  alone? 

Mr.  Leonard.  Only  about  4,000,000  cattle. 

The  Chairman.  How  much  real  estate,  that  is  acreage,  if  it  is 
acreage,  is  included  within  the  ownership  of  this  corporation?  I 
mean  how  many  acres  or  square  feet? 

Mr.  Leonard.  There  are  320  acres  in  the  yards  proper.  We  have 
probably  500  or  600  acres  all  told. 

The  Chairman.  And  that  total,  of  course,  includes  railroad  tracks 
and  rights  of  way  ? 

Mr.  Leonard.  Yes. 

The  Chairman.  You  said  six  hundred  and  some  odd  acres.  Is 
that  intended  to  include  rights  of  way? 

Mr.  Leonard.  Yes, 

The  Chairman.  What  is  the  taxable  value  of  the  real  estate  of  all 
kinds?  What  is  the  taxable  value  of  these  320  acres  in  Chicago? 
What  is  its  assessed  value  for  taxation  ? 

Mr.  Leonard.  I  have  not  the  iSgures  here. 

The  Chairman.  The  president  of  the  company  is  certainly  not 
looking  after  the  expenses  of  the  company  vei-y  much  if  he  does  not 
know^  what  the  taxes  are? 

Mr.  LiEONARp.  I  could  give  you  the  sum  total  of  the  taxes. 

The  Chairman.  I  want  to  know  the  assessed  value  of  the  real 
estate  that  is  assessed  as  real  estate? 

Mr.  Leonard.  Then,  I  will  have  to  accept  your  criticism,  sir.  I 
do  not  know. 

The  Chairman.  Have  you  no  approximate  idea? 

Mr.  Leonard.  We  can  forward  that  to  you,  sir. 

The  Chairman.  But  I  want  to  talk  about  it  right  no\y.  Do  you 
know  what  is  the  taxable  value  of  the  property  you  owi^  that  is  not 
assessed  as  real  estate? 

Mr.  Leonard.  Not  assessed  as  real  estate? 

The  Chairman.  I  do  not  know  whether  you  own  any  personal 
property  or  not.  I  am  trying  to  find  out.  Do  you  own  any  personal 
property,  I  mean  the  corporation? 
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Mr.  Leonard.  We  own  a  hotel. 

The  Chairman.  That  is  not  personal  property,  except  its  furnish- 
inffs. 

Mr.  Leonard.  No;  we  have  very  little  personal  property,  sir;  ex- 
cept horses. 

The  CHApMAN.  Do  you  know  how  much  taxes  you  pay  to  the 
State  of  Illinois,  in  the  city  of  Chicago,  or  any  other  tax-coUectin^r 
boclv? 

Mr.  Leonard.  About  $80,000  a  year. 

The  Chairman.  About  ^0,000  a  year? 

Mr.  Leonard.  Yes,  sir. 

Note. — ^Tho  witnens  later  corroctwl  this  suiteiuent,  by  letter.  Hhowiuic  taxes 
(exclusive  of  income  ami  excess-profits  taxes)  paid  during  1917  amounted  to 
?109.3()1.92. 

The  Chairman.  That  inchides  all  kinds  of  taxes? 

Mr.  Leonard.  That  would  include  all;  yes. 

The  Chairman.  These  stockyards,  this  "real  estate  vou  are  speak* 
iiig  of,  is  owned  in  the  city?  I  moan,  is  located  within  the  city  of 
Chicago? 

Mr.  Leonard.  Yes,  sir. 

The  Chairman.  It  has,  therefore,  a  city  market  value  and  a  city 
taxation  value? 

Mr.  Leonard.  Yes,  sir. 

The  Chairman.  Now,  what  is  the  commercial  value,  the  market 
value,  or  the  st»lling  value  of  the  entire  property  of  this  company  t 

Mr.  Leonard.  I  should  say  arond  $30,000,000. 

The  Chairman.  Now,  that  $30,000,000,  then,  is  covered  by  the 
stock  or  warrants,  or  whatever  it  is,  that  has  been  issued  in  the 
amount  of  $8,000,000? 

Mr.  Leonard.  I  want  to  answer  every  question  and  answer  it 
honestly.    I  know  no  more  about  that  Maine  company  than  you  do. 

The  Chairman.  Well,  it  does  s<H»m  to  me  that  the  president  of  that 
company  ought  to  know  something  about  who  owns  it  and  operates  it* 

Mr.  IIeonard.  The  Jersey  company  is  the  holding  company  that  I 
come  in  contact  with.  Mr.  JPrince  is  one  of  the  directors  of  that  hold- 
ing  company.  He  is  also  a  director  in  our  stockyards  company  of 
Illinois,  and  he  is  the  man,  the  only  one  that  I  know,  in  the  propor- 
tion, sir. 

Tlie  Chairman.  AVTiat  is  the  Maine  company? 

Mr.  Leonard.  I  do  not  know  any  more  than  what  I  have  heard  here 
while  I  have  been  here  in  the  past  few  weeks. 

The  (^hairman.  Your  curiosity  has  not  been  very  much  excited  f 

Mr.  Leonard.  Indeed  it  has. 

The  Chairman.  Could  you  not,  the  president  of  the  company,  find 
out  all  alx)ut  the  Maine  company  and  also  the  New  Jersey  compaiiv 
if  vou  had  made  an.v  effort  to  do  so? 

Mr.  Leonard.  I  know  about  the  Jerhcy  company,  sir. 

Tlie  Chairbian.  Well,  what  about  the  Maine  company? 

Mr.  Leonard.  The  Maine  company;  no. 

The  CH\iR3fAN.  You  do  not  seem  to  know  anything  about  how 
much  stock  it  has? 

Mr.  Leonard.  No,  sir;  not  the  Maine  company. 

The  Chairman.  I**  there  any  title  in  your  company  to  this  prop- 
erty ? 
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Mr.  Leonard.  $S00,000  on  the  Illinois  company. 

The  CuAiRHAN.  I  am  not  talking  about  whether  it  has  a  lien  or 
charse  on  the  property  owned  by  the  stockyards,  but  the  Union 
Stockyards  &  Transit  Co.,  of  Chicago! 

Mr.  Leonard.  We  have  thirteen  and  a  half  millions  of  capital 
stock,  with  $500,000  bonds. 

The  Chairman.  I  thought  you  said  you  did  not  know  anything 
about  the  stock! 

Mr.  Leonard.  Sir! 

The  Chairman.  I  understood  you  to  say  you  did  not  know  any- 
thing  about  how  much  stock  was  outstanding! 

Mr.  Ijsonard.  The  Illinois  company  is  owned  by  the  Jersey  com- 
pany, sir. 

Tne  Chairman.  Hiirteen  and  a  half  millions! 

Mr.  Leonard.  $13,200,000  of  the  capital  stock  of  the  Illinois  cor- 
poration and  $500,000  bonds. 

The  Chauman.  That  makes  $13J00,000! 

Mr.  Leonard.  Yes,  sir. 

The  Chairman.  What  is  the  Illinois  company!  What  is  the  name 
of  the  Illinois  corporation! 

Mr.  Leonard.  ITnion  Stockyard  &  Transit  Co.  of  Illinois. 

Tlio  Chairman.  That  is  the  stock  it  has  outstandingi 

Mr.  Leonard.  Yes,  sir. 

The  Chairman.  I^^  that  entire  issue  of  stock  all  owned  by  one  corn- 
pan  v  i 

Mr.  Lix>NAiu>.  That  is  all  owned  by  the  Jersey  company. 

Thr  Chairman.  By  the  Jersey  company! 

Mr.  Leonard.  Yes,  sir. 

The  Chairman.  What  stock  does  it  have  outstanding? 

Mr.  L^uiNARD.  It  has  $6,500,000  of  pref<»rml,  $t5,5(K),0<K)  of  conimon, 
and  $14,000,000  of  bonds. 

The  Chaiijman.  $14,000,000  bonds  on  its  pn)perty? 

Mr.  Lkonari).  Yes. 

Tho  C^iiaikman.  And  this  property  is  the  stork  of  thi}>  ci>nipany? 

Mr.  Lkonakd.  Yes,  sir. 

The  Chairman.  What  is  the  Maine  ooiupany  i  I  d(»  not  know 
what  it  is  culled.    What  is  it  calleil?     Your  lawyer  <*an  toll  you. 

Mr.  Shwv.  The  name  I  have  seen  in  the  pres-*  is  the  Chinijfo 
Stoi'kyanls  Co.  of  Maine.  Strange  as  it  may  sei»ni,  gentlemen,  if 
we  ha<l  not  s4HMi  it  in  the  press  wo  would  never  liave  known  any- 
thing about  iK 

The  Chairman.  Vou  have  not  had  any  euriositv  alM»ut  it  ( 

Mr.  Shaw.  I  have  a  ^reat  deal  of  curiosity.  1  ean  tell  you  a  lot 
about  what  1  think,  but  I  do  not  know  anvtliing  alNMit  it  at  all. 

The  Chaikman.  It  api>oars  here  in  the  Trade  Coniniiv«Hiun  iv|>ort, 
and  it  does  not  MH»ni  to  be  denied,  that  $7,0<X),0(X)  of  this  slm^k  of 
some  company,  whidi  .>eeiii<  to  he  the  eontrolling  or  owning  eonipany* 
i<  owned  bv  Mr.  Prince,  of  U4>ston,  ami  the  balance  is  owned  hv 
Mr.  Annour,  of  Chicapo. 

Mr.  LEONAim.  We  ha\e  no  knowltMlpe  relative  to  that  Maine  eom- 
pany,  none  whuteviT,  sir.  That  was  something  we  knew  nothing 
aiK)ut.  I  did  not  ki!o\\  ]||]\  thinp  alM)iit  it.  and  I  had  no  knowledge  of 
It  until  it  ejinie  ont  in  the  tra<lo  reixut.  sir. 
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The  Chairman.  What  seems  startling  to  me  is  that  with  so  much 
capital  as  there  is  in  Chicago,  and  with  the  real  functions  and  the 
practical  operations  of  the  company  in  Chicago,  why  nobody  there 
would  take  any  stock  in  this  company,  and  you  would  have  to  sell 
all  the  stock  in  a  New  Jersey  corporation. 

Mr.  Leonard.  Well,  that  was  done,  I  think,  in  1890,  when  the 
railroads  parted  with  it,  before  my  time. 

Mr.  Shaw.  The  explanation  of  that  is  very  simple.  Under  the 
charter  of  the  corporation,  it  could  only  create  a  bonded  indebted- 
ness of  $500,000.  The  charter  in  other  respects  was  a  very  valuable 
charter.  Not  having  capital,  and  not  being  able  to  sell  bond?,  the 
history  of  the  company  shows  that  in  1890  the  stockholders  organized 
a  holding  company  of  New  Jersey,  which  acquired  the  capital  stock 
of  this  company  as  shareholders,  under  its  charter.  The  holding 
company  hypothecated  the  stock  of  this  company  to  secure  its  col- 
lateral trust  bonds,  and  by  that  means  acquiring  the  capital  with 
which  to  finance  the  capital  requirements  of  this  company,  which 
this  company,  under  the  limitations  of  its  own  charter,  was  unable 
to  do.  That  is  the  explanation  of  the  organization  of  the  New 
Jersey  company. 

The  Chairman.  I  do  not  see  why  the  stockholders  of  these  $13,- 
000,000  of  stock  would  have  put  it  in  the  hands  of  the  New  Jersey 
company.     Was  that  stock  not  generally  owned  by  the  public? 

Mr.  Shaw.  It  was  scattered  all  over  the  United  States. 

The  Chairman.  The  remarkable  fact  about  it  is  how  they  ever  got 
it  all  away  form  those  gentlemen  w^ho  put  it  into  this  other  concern. 

Mr.  Shaw\  That  also  is  a  matter  of  history  that  I  will  explain  as 
I  can.  A  large  number  of  the  stockholders  of  the  Illinois  company 
voluntarily  surrendered  their  stock  and  took  in  exchange  for  it  the 
stock  of  the  New  Jersey  company.  By  common  consent  and  agree- 
ment they  organized  the  New  Jersey  company  to  take  over  the  stock 
they  had  in  the  operating  company.  The  remaining  stock,  quite  a 
bit  of  it,  when  I  first  went  to  work  in  the  law  office  of  which  I  am  now 
a  partner,  and  which  has  represented  this  operating  company  all 
these  years,  a  very  large  block  of  this  stock  was  scattered  all  over  the 
United  States,  but  little  by  little  the  New  Jersey  company  acquired 
that  outstanding  minority  stock,  until  some  time  in  the  year  1912  or 
1913  they  bought  in  the  last  share. 

The  Chairman.  They  got  all  of  it? 

Mr.  Shaw.  Yes,  sir. 

The  Chairman.  What  did  they  pay  for  it? 

Mr.  Shaw.  I  have  not  the  remotest  idea.  Some  of  it  they  got 
cheap,  some  of  it  they  paid  several  hundred  dollars  a  share  for,  oat 
toward  the  end,  in  order  to  get  it  in,  they  had  to  pay  a  good  deal 
more  for  it. 

The  Chairman.  And  they  paid  more  than  it  was  worth? 

Mr.  Shaw.  They  paid  more  than  it  was  worth  for  a  couple  of 
years.  So  far  as  this  Maine  company  is  concerned,  I  do  not  know 
what  they  did  about  it,  but  I  am  stating  so  far  as  the  New  Jer^y 
companv  is  concerned. 

The  C'hairman.  Was  not  that  stock,  at  the  time  you  speak  of  this 
operation  going  on,  good  par  stock,  or  over  par? 
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Mr.  Shaw.  It  was  always  selling  above  par,  because  the  company 
was  very  conservatively  financed,  and  the  surplus  went  back  into 
the  property. 

The  Chairman,  In  other  words,  it  was  never  taken  out? 

Mr.  Shaw.  It  was  never  taken  out  because  it  was  used  for  dis- 
bursements; it  was  not  capitalized. 

The  Chairman.  The  fact  is,  though,  if  1  gather  it  from  Mr. 
Leonard  and  you  correctly,  that  the  actual  property  owned  and  op- 
erated in  connection  with  the  stockyards  functions,  whatever  they 
are,  in  the  city  of  Chicago,  is  worth  to-day  $30,000,000? 

Mr.  Leonard.  That  is  just  an  approximate  estimate,  sir. 

The  Chairman.  I  want  to  know  if  it  is  a  reasonable  estimate? 

Mr.  Leonard.  I  think  it  is  a  very  reasonable  estimate. 

The  Chairman.  And  aou  think  your  entire  taxation  is  only 
$80,000,  is  that  right? 

Mr.  Leonard.  I  should  think  so ;  yes,  sir. 

The  Chairman.  In  the  city  of  Chicago? 

Mr.  Leonard.  Yes. 

The  Chairman.  What  is  the  taxation  in  Chicago?  I  mean  the 
State  taxation  and  the  city  taxation  together.  What  is  the  assess- 
ment per  $100?    I  mean,  what  is  the  tax  per  $100  of  assessed  value? 

Mr.  Leonard.  Mr.  Shaw  states  that  it  is  taxed  as  railroad  right  of 
wav,  a  ^ood  portion  of  it,  but  I  have  not  those  fibres. 

The  Chairman.  I  do  not  care  in  what  name  it  is  taxed.  I  mean 
what  is  it  assessed  for?  What  is  the  $100  general  assessment  in 
Chicago,  of  real  estate,  generally,  in  Chicago  ?  What  is  the  assessed 
value?     I  mean,  how  much  is  the  tax  per  $100? 

Mr.  Leonard.  I  understand  what  you  mean — what  is  the  rate  per 
$100.     I  have  not  that  in  my  mind. 

The  Chairman.  Are  you  not  a  taxpayer  on  real  estate  in  Chicago? 

Mr,  Leonard."  I  am. 

The  Chairman.  Then  you  ought  to  know. 

Mr.  Leonard.  I  am  a  taxpayer. 

The  Chairman.  I  mean  regardless  of  this  property  ? 

Mr.  Leonard.  I  mean  regardless  of  this  property,  also. 

The  Chairman.  I  thought  that  you,  being  the  president  of  a 
$30,000,000  corporation,  would  own  some  taxable  property.  Now, 
what  is  the  rate  of  taxation  per  $100  on  property  in  Chicago?  I 
do  not  mean  the  citv  taxes  alone,  but  the  citv.  State,  and  others  com- 
bined  ? 

Mr.  Leonard.  I  realize  what  you  mean,  but  I  have  not  the  figures 
in  my  mind. 

The  Chairman.  Can  vou  not  sav  about  how  much  it  is?  Can  vou 
not  give  an  estimate? 

Mr.  Leonard.  I  do  not  want  to  guess  on  it. 

The  Chairman.  Your  taxes  nuist  not  be  mucli  of  a  burden  on  you. 
Most  of  us  think  about  it  all  the  year  around. 

Mr.  Leonard.  As  compared  with  Massachusetts  taxes,  they  are  not 
much  of  a  burden. 

The  Chairman.  Well,  do  you  know  what  it  is? 

Mr.  Shaw.  Tender  the  law  of  the  State,  Mr.  Chairman,  theoreti- 
cally property  is  supposed  to  be  taxed  at  its  real  value — ^that  is,  100 
per  cent — but,  as  a  matter  of  fact,  it  never  is.  Real  property  is  gen- 
erally taxed  all  over  the  city  at  much  less  than  100  per  cent  of  its  real 
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value,  and  while  I  suppose  the  assesors  have  some  princiole  in  mind 
which  controls  them,  it  is  what  they  happen  to  assess  nere,  there, 
and  yonder. 

I  will  explain  a  little  bit  further.  Theoretically,  it  is  about  6  per 
cent  of  the  valuation,  but  this  property  here  is  peculiarly  situated. 
We  have  a  real  estate  and  tax  expert  that  handles  most  of  that  propo- 
sition. A  preat  deal  of  this  property  is  railroad  righb?  of  way 
which  is  taxed  very  differently  from  real  estate  property  that  is  as- 
sessed as  such.  I  can  not  exphiin  it  to  you  myself,  although  I  am  a 
lawyer,  but  we  can  easily  furnish  you  the  figures  from  our  real 
estate  tax  expert  and  send  them  to  you. 

The  Chairman.  One  hundred  and  thirty  and  some  o<ld  acn*s  that 
are  within  the  stockyards  property,  which  i*«  assessed  as  railroad 
rights  of  way? 

Mr.  Shaw.  Yes,  sir;  that  is  one  of  the  |)eculiar  features  of  thr 
property.  The  corporation  was  pcnnitted  to  construct  a  raiimd<l 
and  also  to  run  its  st(K*kyards,  and  it  did  construct  a  railroad  all  \^ 
»ind  around  its  stockyanls,  miles  and  miles  of  it.  That  railroad  ha* 
since  been  leased  to  another  company,  but  the  n»al  estate  on  which 
the  property  is  located  is  still  assesse(l  against  the  yanls  as  railroad 
rights  of  way,  a  verv  large  portion  of  it. 

The  Chairman.  Well,  I  will  ask  this  question  then,  and  I  do  not 
care  who  answers  it,  so  it  is  coi^rectly  answered.  Is  the  real  estate 
owned  by  this  company  taxed  upon  the  same  l)asis  of  value  a.s  ad- 
joining  and  surrounding  real  estate? 

Mr.  Shaw.  That  part  of  it  whicli  is  not  as«»s.sod  as  railroatl  right 
of  way  is.  That  part  of  it  which  is  not  assessed  as  railroad  rijrfit 
of  way.  What  the  acreage*  is  that  is  assessed  one  way  and  what  the 
other,  I  could  not  tell  you. 

The  Chairmax.  What  is  the  difference,  tiien,  in  the  taxation  aj*<e>4i- 
ment  on  railroad  right  of  way  and  other  real  estate  situated  and 
locate<l  just  as  the  right  of  way  is  situated  and  locatefl  i  What  i- 
the  difference,  if  there  is  any  difference? 

Mr.  Shaw.  The  difference  is  that  it  is  taxed  per  mile  of  railroad. 

The  Chairman.  Do  you  know  what  the  difference  is  per  acre  or 
per  foot  i 

Mr.  Shaw.  I  do  not  want  to  get  into  a  controversy  with  you,  J^fr, 
Chairman,  but  the  railroad  right  of  way  is  not  taxed  in  Illinois 
per  acre  or  per  foot.  This  valuation  is  placed  on  it  per  mile  of  rail- 
road. 

The  Chairman.  Per  mile  of  line? 

Mr.  Shaw.  Yes,  sir.  I  can  give  you  just  what  our  railroad  prop- 
erty is  taxed  at,  and  what  we  pay  for  it.  I  will  be  very  glad  to 
furnish  that  to  you. 

The  Chairman.  What  I  am  trying  to  find  out  is  whether  there  i* 
any  difference,  so  far  as  the  assessed  value  is  concerned,  between  the 
satne  amount  of  real  estate  contained  in  a  railroad  right  of  way, 
within  the  same  limits  in  the  same  city,  and  other  real  estate  atl- 
joining  it,  connected  with  it,  in  the  same  city.  Is  there  any  differf«c*» 
m  value,  computed  from  the  standpoint  of  the  number  of  acress  or 
the  number  of  feet,  no  matter  whether  100  feet  or  1,000  arrest,  between 
1  acre  of  that  right  of  way  and  1  acre  of  land  adjoining  it,  atibjert  to 
the  same  taxation.  What  i<  the  difference,  if  there  is  any  dif- 
ference? 
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Mr.  Shaw.  All  real  estate,  when  taxed  as  railroad  right  of  way,  is 
supposed  to  be  taxed  very  differently  from  real  estate  when  taxed  as 
real  estate.  For  instance,  I  have  not  the  slightest  .doubt,  without 
having  the  figures  before  nie  here,  that  the  assessment  upon  the  real 
estate  of  this  company  which  is  not  assessed  as  railroad  right  of  way, 
is  very,  very  different  from  the  assessment  on  the  real  estate  which  is 
included  in  the  railroad  right  of  way. 

The  Chairman.  Then  about  what  is  the  percentage? 

Mr.  Shaw.  Npw,  that  is  not  my  specialty  at  all.  I  do  not  know 
anything  about  it. 

The  Chairman.  You  do  not  have  to  have  any  specialty  to  have  an 
idea  of  what  the  difference  in  value  is? 

Mr.  Siuvw.  I  can  not  answer  that  question. 

The  Chairman.  At  any  rate,  the  tax  burden  on  the  real  estate 
owned  by  this  stockyards  company  in  Chicago  is  less  than  the  tax 
burden  on  similar  property  similarly  located  in  the  same  town  or 
city,  subject  to  the  same  taxation.    Is  that  your  statement  ? 

Mr.  Shaw.  Yes  and  no.  As  to  that  which  is  taxed  as  real  estate, 
it  is  taxed  on  just  exactly  the  same  basis,  and  that  which  is  taxed 
as  railroad  right  of  way  is  taxed  as  other  railroad  property  in  the 
city  is.    That  is  all  I  can  say. 

The  Chairman.  About  how  much  of  these  600  acres — I  am  speak- 
ing in  round  numbers — ^is  taxed  as  railroad  right-of-way  property  ? 

Mr.  Leonard.  I  was  just  trying  to  think  that  out,  sir.  I  should 
say  all  but  about  100  acres. 

The  Chairman.  All  but  about  100  acres  taxed  as  right  of  way  ? 

Mr.  Leonard.  Yes. 

The  Chairman.  Then,  the  other  100  acres  is  assessed  just  as  any 
other  property  ? 

Mr.  Leonard.  Yes,  sir. 

The  Chairman.  There  is  a  very  decided  advantage,  from  the 
standpoint  of  the  corporation's  expenses,  in  being  able  to  pay  its  taxes 
on  this  five-sixths  of  its  property — ^I  believe  you  said  600  acres — at  a 
different  valuation  from  all  other  property  in  the  same  city  similarly 
located  is  taxed? 

Mr.  Leonard.  But  most  of  this  property  is  covered  with  track,  sir. 

The  Chairman.  I  know,  but  it  is  a  great  advantage,  you  have  a 
great  advantage  in  the  amount  of  taxes  you  have  to  pay  over  anyone 
else  who  has  the  same  kind  of  property  similarly  located,  but  not 
assessed  as  railroad  right  of  way  ?    Does  not  that  follow  absolutely  ? 

Mr.  Leonard.  Well,  I  really  do  not  know. 

The  Chairman.  Well,  the  Chicago  stockyards,  as  a  company,  has 
an  advantage  over  any  stockyards  located  anywhere  else  in  Chicago — 
is  there  any  other  stockyard  there? 

Mr.  Leonard.  No,  sir. 

The  Chairman.  Then,  it  has  an  advantage  over  any  stockyard 
located  in  any  other  city  that  does^  not  enjoy  a  similar  discrimina- 
tion in  taxation — favorable  discrimination? 

Mr.  Leonard.  I  do  not  think  there  is  discrimination  in  taxation, 
sir. 

The  Chairman.  Absolutely. 

Mr.  Leonard.  Because  all  the  railroads  pay  the  same.  We  are  as- 
sessed on  the  railroad  property  the  same  as  all  the  other  railroads  in 
Chicago,  and  it  is  used  for  railroad  purposes. 
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The  Chairman.  Therefore,  this  stockyards  is,  in  fact  and  reality, 
u  railroad  terminal  that  perfonns  the  same  functions  of  a  terminal 
company  owned  and  operated  by  a  railroad  company? 

Mr.  Leonard.  No,  sir;  it  is  amarket  for  live  stock,  sir. 

The  Chairman. But  it  pets  favorable  taxation? 

Mr.  Leonard.  That  does  not  change  it  one  bit. 

Tlie  Chairman.  It  gets  the  favpr  of  a  lower  tax  by  reason  of 
treating  it  as  a  transportation  facility  instead  of  treating  it  as  ■ 
local  industry.  In  that  way  it  has  an  advantage  over  stockyanl? 
anvwhere  else  not  so  treated? 

Mr.  Leonard.  I  think  that  is  a  negligible  amount,  however,  sir. 

The  Chairman.  Well,  would  it  not  oe  much  more  to  the  interests 
of  the  stx)ckholders  of  that  company  to  absorb  the  busine^*-,  as  far 
as  possibh*.  in  opi)osition  to  other  companies  located  anywhere  eW 
in  the  United  States  that  are  not  enjoying  this  advantage  of  th*- 
rediu'ed  burden  of  taxation? 

Mr.  Leonard.  I  do  not  concede  that. 

The  Chahiman.  (^in  you  m)t  uuike  a  greater  profit,  to  the  e.xtenl 
of  the  difference  in  taxation? 

Mr.  Leonard.  No;  because  the  Omaha  stcK'kyanN  aiv  lnxe<l  on  a 
much  lower  rate  than  we  are  in  Chicago. 

The  Chairman.  I  am  talking  about  Chicago.  It  looks  to  me  •> 
plain  as  it  can  be,  although  it  is  not  the  fault  of  the  stockyard- 
company  ( 

Mr.  Leonard.  I  i*egi'et  very  much  I  can  not  answer  your  <|uestion 
intelligently.  Had  I  known  that  there  was  going  to  be*  anv  question 
i)f  taxation  I  should  have  Iwen  prepared  for  it,  but,  a.s  Mr.  Shaw 
has  stated,  that  is  handled  wholly  by  the  attorneys  in  the  tax  depart- 
ment. 

The  Chairman.  I  would  naturally  suppose,  Mr.  Leonard,  that  a 
nuin  of  your  undoubted  business  qualifications  and  as  the  president 
of  this  company  for  nuuiy  long  years,  that  you  would  not  have  re- 
quired to  Im?  notified  in  advance,  iJut  that  you 'would  know  that  which 
anylnidy  would  naturally  presunu»  you  would  know,  from  the  portion 
you  occupy. 

Mr.  Leonard.  I  will  have  to  accept  that  criticism,  sir. 

The  C^iiAiRMAN.  I  thought  there  mu^t  be  "something  in  the  hi.«?ton 
of  this  stockyard  that  taki's  three  companies  to  operate  it  and  put 
it  tlnough  and  handle  the  stcx^k  and  pay  the  taxes — or  not  pay 
tliem— but  >o  far  we  have  not  any  cli»:ir  statement  in  this  case. 
1  want  to  say  this,  that  I  would  not  Ik*  in  favor  of  j)assin^  this  bill 
for  the  whole  United  States  upon  this  local  situation  Hi  Chicago  a<»  t«» 
-«to<'kyards  any  more  than  I  would  be  in  favor  of  nassing  it  with 
refen'ucr  to  any  other  place,  but  the  theory  of  the  hill  i*-  that  the 
•-tockyards  are  a  terminal  facility,  ami  .shohld  l)e  oj>eraM»d  by  the 
laiiroad  rtimpany  it^'lf :  tliMt  the  -tcnkvards  naturally  and  proiK»rl\ 
are  transportation  fatilitie--,  and  should,  tluMvfore,  Ik*  ownwl  by  thir 
tr:ni-pnrt:iti<in  coin  panics,  which,  of  cours*',  are  the  railroails. 

Mr.  Leonard.  But  ]i  uuirket  i^  not  a  transportation  facility. 

Th<»  CiiAHtMAN.  I  know,  but  the  nuu'ket  cot***  with  the  operatiim 
of  ihr  >tcK*kyards.  like  that  in  (*hicago  and  nuniy  othen;,  and  thr 
niarktt  fi»:itun»  i^  entirely  different,  but  the  nuirf^et  features  enoid 
Ik»  operated  ju-t  the  same  with  railn>ad  ownei>hip  a**  the  other 
features  of  the  pro|)erty  there? 
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Mr.  Leonard.  But  the  railroads  in  Chicago  owned  this  property 
and  operated  it  and  found  they  were  not  competent  to  continue  its 
operation  as  a  market,  and  disposed  of  it. 

The  Chairman.  The  fact,  as  you  contend,  is  that  the  railroads  were 
not  capable  of  performing  all  the  functions  that  go  with  transporta- 
tion, the  natural  public-utility  transportation  facilities. 

Mr.  Leonard.  Vou  mean  the  market? 

The  Chairman.  The  market  is  no  part  of  the  transportation.  I 
am  talking  about  the  transportation  features,  not  the  market.  I  think 
the  market  buying  and  selling,  etc.,  was  all  very  proper.  I  mean  the 
natural  necessary  transportation  facilities.  This  property  is  being 
treated  by  the  tax  assessors  in  this  city  as  a  transportation  facility, 
and  is  being  taxed  as  a  right  of  way. 

Mr.  Leonard.  I  presume  that  followed  by  reason  of  its  origin 
through  the  medium  of  a  transportation  organization. 

The  Chairman.  It  began  naturally  as  a  fecility  owned  by  a  trans- 
portation company? 

Mr.  Leonard.  And  they  found  they  could  not  handle  it  successfully 
and  turned  it  over  to  others. 

The  Chairman.  And  these  transportaion  companies  found  they 
could  give  all  the  service  which  they  were  Called  on  by  law  to  per- 
form by  disposing  of  that  property,  and  they  did  so  because  they 
thought  it  was  to  their  interest  to  do  so.  In  other  words,  it  was  be- 
cause thev  thought  it  ought  to  be  disposed  of  in  one  way  or  the  other. 
I  do  not  Know  what  the  motive  was.  But  I  can  not  see  why  it  would 
absolutely  destroy  the  market  facilities  in  Chicago  by  the  city  of 
Chicago,  the  railroad  companies,  or  for  the  Government  of  the  United 
States  to  own  your  stockyards,  which  would  be  the  ownership  of  real 
estate — tangible  property.  I  do  not  see  how  that  could  possibly  pre- 
vent a  reasonable  service  provided  the  railroads,  as  privately  ow-ned 
transportation  companies,  do  that  which  their  obligations  call  on 
them  to  do;  that  is,  perform  the  ordinary  transportation  service? 

Mr.  Leonard.  I  see ;  yes,  sir. 

Mr.  Parker.  You  said  you  were  acquainted  with  the  New  Jersey 
company.    Who  owns  the  stock  of  the  New  Jersey  company  ? 

Mr.  Leonard.  Mr.  Prince,  so  far  as  I  know,  sir. 

Mr.  Parker.  The  New  Jersey  company? 

Mr.  Leonard.  Yes:  the  Now  Jersey  company  is  represented  by  Mr. 
Prince. 

Mr.  Parker.  Nobody  else? 

Mr.  Leonard.  That  I  do  not  know. 

Mr.  Parker.  You  do  not  have  anything  to  do  with  it? 

Mr.  Leonard.  No ;  that  is  down  in  New  York  or  New  Jersey. 

Mr.  Parker.  Who  is  the  president  of  that  company? 

Ml'.  Leonard.  I  think  Mr.  F.  H.  Prince  is  the  president  of  that  com- 
pany. 

Mr.  Parker.  He  is  vice  president,  is  he  not  ? 

Mr.  Leonard.  He  is  vice  president:  yes,  sir. 

Mr.  Parker.  You  say  his  offices  are  in  New  York? 

Mr.  Leonard.  I  presume  the  offices  of  the  New  Jersey  company  are 
in  New  Jersey.     There  is  a  New  York  office,  I  think,  sir. 

Mr.  Parker.  Who  are  the  directors? 

Mr.  Leonard.  I  reallv  do  not  know. 


1360       GOVERNMENT  CONTROL  OF  MEAT-PACKING  INDUSTRY. 

Mr.  Parker.  The^  furnish  all  the  funds  and  own  all  your  stock, 
and  they  give  you  directions  from  time  to  time,  do  they  not,  from  the 
live  company? 

Mr.  Leonard.  I  think  we  are  the  live  company. 

Mr.  Parker.  You  have  a  board  of  directors,  have  you  not  ? 

Mr.  Leonard.  Yes,  sir. 

Mr.  Parker.  They  elect  your  board  of  directors? 

Mr.  Leonard,  The  board  of  directors  is  elected  by  proxies  that  an* 
sent  on  by  the  Jersey  company. 

Mr.  Parker.  Does  your  Doard  of  directors  hold  meetings? 

Mr.  Leonard.  Yes. 

Mr.  Parker.  Do  they  manage  the  affairs  of  the  Chicago  company  ? 

Mr.  Leonard.  Absolutely ;  that  is,  the  Illinois  corporation. 

Mr.  Parker.  The  whole  operation  of  the  corporation  ? 

Mr.  Leonard.  Yes,  sir ;  I  operate  it. 

Mr.  Parker.  You  say  they  did  not  borrow  the  money,  but  that  the 
other  fellow  had  to  borrow  the  money  ? 

Mr.  Leonard.  Yes,  sir. 

Mr.  Parker.  Did  the  Illinois  corporation  know  that  the  Jersey 
corporation  borrowed  it? 

Mr.  Leonard.  I  can  not  tell  you  that,  sir.  That  was  prior  to  my 
time. 

Mr.  Parker.  But  how  do  you  get  money  now  ?  Do  you  get  money 
from  them  now  ? 

Mr.  Leonard.  No  ;  we  do  not  get  money  from  them  now. 

Mr.  Parker.  Do  you  pay  dividends  to  them? 

Mr.  Leonard.  Yes,  sir. 

Mr.  Parker.  What  was  paid  last  year? 

Mr.  Leonard.  8.4  last  year. 

Mr.  Parker.  To  the  New  Jersey  company? 

Mr.  Leonard.  To  the  Jersey  company. 

Mr.  Parker.  Nothing  else? 

Mr.  Leonard.  Yes,  sir. 

Mr.  Parker.  Was  it  in  one  check? 

Mr.  Leonard.  One  check. 

Mr.  Parker.  You  do  not  know  how  they  distributed  it? 

Mr.  Leonard.  It  is  paid  quarterly. 

Mr.  Parker.  In  one  check  to  the  Jersey  company,  and  you  do  not 
know  how  they  distributed  it? 

Mr.  Leonard.  No,  sir. 

Mr.  Parker.  You  say  that  your  directors  and  yourself  were  eleded 
by  proxies  furnished  by  the  Jersey  company  ? 
'  Mr.  Leonard.  Yes,  sir. 

Mr.  Parker.  That  is  all  you  know  about  it? 

Mr.  Leonard.  Yes,  sir. 

Mr.  Parker.  But  you  do  not  know  how  the  Chicago  company  gol 
the  benefit  of  the  big  loans  that  were  made  by  the  Jersey  companyt 
or  how  they  got  the  money  ? 

Mr.  Leonard.  That  was  before  my  time. 

Mr.  Parker.  The  money  went  into  other  hands  and  did  not  fo 
into  your  hands? 

Mr.  Leonard.  Yes. 

Mr.  Parker.  It  was  spent  on  improvements  thon^  was  it  Dott 
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Mr.  Leonard.  It  was  spent  on  improvements  in  the  yards,  prior 
to  my  time.  After  the  Jersey  company  acquired  possession  of  the 
yards  there  was  a  very  large  house  built  that  must  have  cost  some- 
where in  the  neighborhood  of  three  or  four  million  dollars.  The 
facilities  were  improved  and  enlarged,  and  trackage  constructed,  sir. 

Mr.  Parker.  When  was  that?    Was  that  in  your  time? 

Mr.  Leonard.  No,  sir;  that  was  prior  to  my  time. 

Mr.  Parker.  Have  any  large  improvements  been  made  since  your 
time? 

Mr.  Leonard.  Yes,  sir. 

Mr.  Parker.  What  has  been  done? 

Mr.  Leonard.  We  have  bricked  the  yards.    " 

Mr.  Parker.  Who  has  done  that,  your  company  or  the  New  Jersey 
company  ? 

Mr.  I^ONARD.  Our  company,  out  of  our  earnings. 

Mr.  Parker.  Is  that  everything  that  has  been  paid  for  out  of  your 
earnings  during  the  20  years  you  have  been  there  t 

Mr.  Leonard.  Yes,  sir. 

Mr.  Parker.  Then  you  got  a  dividend  besides  from  time  to  time, 
which  was  paid  to  the  New  Jersey  company? 

Mr.  Leonard.  Yes,  sir. 

(Whereupon,  at  5.35  o'clock  p.  m.,  the  committee  adjourned  to  meet 
to-morrow,  Friday,  January  31,  1919,  at  10.30  o'cIock  a.  m.) 


Union  Stockyard  &  Transit  Co.,  ok  Chicago,  III., 

Union  Stockyards, 
Chicago,  February  5,  1919. 

Deas  Sib  :  Upon  returning  home  I  find  that  my  answer  to  your  inquiry  as  to 
the  amount  of  our  general  tax,  to  which  I  replied  that  it  was  alK>ut  eighty 
thousand  a  year,  is  entirely  erroneous. 

The  general  tax  for  1917  is $190,809.42 

Capital  stock 8. 502. 50 

Income  and  excess  profit - 264,685.61 

Total 464, 087. 53 

I  would  appreciate  thoroughly  if  you  will  have  these  figures  incorporated  in 
the  record  of  my  testimony  before  your  committee.     Thanking  you  for  the 
.H*urtesies  extended,  I  am, 
Yours,  very  truly, 

Arthur  G.  Leonard,  PrpMdtnt. 
Hon,  Thetus  W.  Sims, 

Chairman  Committee  on  Interstate  and  Foreign  Commerce, 

House  of  Representatives,  Washington,  D.  C. 
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